
                                         

 

 
 
 
 
 
 
 

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. 

 

COMMUNITY ASSISTANCE, RECOVERY, AND EMPOWERMENT (CARE) COURT 

PROGRAM 

BACKGROUND 

Senate Bill 1338 was introduced by Senator Tom Umberg (D-Santa Ana) to establish the 

Community Assistance, Recovery, and Empowerment (CARE) Court Program and the CARE Act 

intended to provide comprehensive treatment, housing and support services to Californians with 

complex behavioral health care needs. The bill was sponsored by Governor Gavin Newsom as one 

solution to the growing problem of homelessness in California.  

SB 1338 creates a program to connect a person in crisis with a court-ordered CARE Plan for up to 

12 months. The bill passed the Legislature easily despite it being opposed by several advocacy 

organizations that criticized the measure for forcing people into care and services against their will. 

CAHP directed its interest towards SB1338 because the bill requires health plans to cover the cost of 

developing an evaluation for CARE services and the provision of all health care services for an 

enrollee when required or recommended for the enrollee pursuant to a court ordered CARE plan. 

These provisions were drafted without the input of health plans.   

CAHP issued a letter of concerns outlining several areas. There is no reference to whether the health 

care services are covered services. It is also unclear whether the services can be provided in-

network, or whether this is asking the plans to pay for out-of-network services. CAHP arranged a 

meeting with the Department of Managed Care where our issues were acknowledged and taken 

under consideration. The bill’s coverage mandate is supposed to start in July of 2023. 

REQUIREMENTS 
SB 1338 adds Section 1374.723 to the Health and Safety Code, and adds Section 10144.54 to the 

Insurance Code, relating to courts. 
 

Specifically, SB 1338 does the following: 
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1) Contingent upon the State Department of Health Care Services developing an allocation to 

provide financial assistance to counties, enacts the Community Assistance, Recovery, and 

Empowerment (CARE) Act, which authorizes specified adult persons to petition a civil court to 

create a voluntary CARE agreement or a court-ordered CARE plan and implement services, to 

be provided by county behavioral health agencies, to provide behavioral health care, including 

stabilization medication, housing, and other enumerated services to adults who are currently 

experiencing a severe mental illness and have a diagnosis identified in the disorder class 

schizophrenia and other psychotic disorders, and who meet other specified criteria. 

 

2) Requires health plans and insurers to cover the cost of developing an evaluation for CARE 

process services and the provision of all health care services for an enrollee or insured when 

required or recommended for the person pursuant to a CARE plan without cost sharing, except 

for prescription drugs, and regardless of whether the services are provided by an in-network or 

out-of-network provider. 

 

3) Prohibits a health plan or insurer from requiring prior authorization for services, other than 

prescription drugs, provided pursuant to a CARE agreement or CARE plan approved by a court. 

 

4) Allows a health plan and insurer to conduct a post claim review to determine appropriate 

payment of a claim.  

 

5) Payment for services subject to this section may be denied only if the health care service plan 

reasonably determines the enrollee was not enrolled with the plan at the time the services were 

rendered, the services were never performed, or the services were not provided by a health care 

provider appropriately licensed or authorized to provide the services. 

 

6) Provides that a health plan may require prior authorization for services as permitted by the 

Department of Managed Health Care. 

 

7) Provides that a health plan shall provide for reimbursement of services provided to an enrollee 

pursuant to this section, other than prescription drugs, at the greater of either of the following 

amounts: 

a) The health plan’s contracted rate with the provider. 

b) The fee-for-service or case reimbursement rate paid in the Medi-Cal program for the same or 

similar services as identified by the State Department of Health Care Services. 

 

8) Provides that a health plan shall provide for reimbursement of prescription drugs provided to an 

enrollee pursuant to this section at the health care service plan’s contracted rate. 

 

COMPLIANCE DATES 
Plans will be required to comply with provisions of this law by July 1, 2023. 

 

IMPLEMENTATION ISSUES 
 

Applicability:  



                                         

 

This bill applies to commercial health plans and health insurers. As written, the bill does not apply to 

Medi-Cal managed care plans but will largely affect Medi-Cal beneficiaries who receive services 

through county behavioral health agencies.  

 

Implementation Issues:  

The law only becomes operative upon DHCS developing allocation to provide state financial 

assistance to counties. Glenn, Orange, Riverside, San Diego, San Francisco, Stanislaus, and 

Tuolumne counties must implement this law by October 1, 2023, and the remaining counties by 

December 1, 2024, subject to delays up to December 1, 2025. Plans will need to follow 

implementation updates for applicability in their service area(s).  

 

The H.S.C., Section 1374.723, and Insurance Code, Section 10144.54, are added to require the 

coverage of the cost of developing an evaluation and the provision of health care services for an 

enrollee. Reimbursement for services, excluding prescription drugs, shall be provided at the greater 

of either the health plan’s contracted rate with the provider or the FFS or case reimbursement rate 

paid in the Medi-Cal program for the same or similar services. Plans will need to update operational 

processes to allow for compliance. 

 

Services, excluding prescription drugs, shall not be subject to copayment, coinsurance, deductible, or 

any other form of cost sharing regardless of whether services are provided by an in-network or out-

of-network provider.  

 

Plans should review member handbooks/Evidence of Coverage (EOC) to verify that the materials 

provide information to enrollees regarding coverage of these services.  

 

Plans shall not require prior authorization, excluding for prescription drugs. Plans may need to 

review their existing Policies and Procedures (P&P), especially those related to utilization 

management (UM) practices, to ensure approved services are provided and are not subject to prior 

authorization or any other UM requirements. 

 

Plans may conduct a postclaim review to determine appropriate payment and deny payment when 

certain criteria is met. Plans will need to update their claims review processes and related materials.  

 

This law allows CalHHS and DHCS to issue guidance to implement, interpret, or make specific this 

bill by means of plan letters or similar instructions without taking any further regulatory action. 

Plans will need to be prepared to review and potentially implement such guidance. 

 

 

 

 

 

 

 

 

 

 

 

If you have any questions regarding this document, please contact Nick Louizos at nlouizos@calhealthplans.org 
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