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Medi-Cal provides a long-term investment in the health of Californians. Medi-Cal
coverage and services are tailored to meet the unique needs of low-income people, but
still costs less per beneficiary than employer-based insurance.! The Better Care
Reconciliation Act (BCRA) under consideration by the Senate, like the American Health
Care Act (AHCA), passed by House Republicans in May, would seriously jeopardize the
health and financial security of more than 13 million Californians—one third of the
state’s residents—who rely on Medi-Cal each year.? California estimates the bill, if
passed, would cost the state more than $30 billion over the next ten years.® The
recently released federal budget by the current administration further eviscerates
funding for Medicaid. This issue brief explains why Medi-Cal is so critical to ensuring
that individuals with opioid use disorders (OUD) have access to evidence-based, life-
saving prevention and treatment services. The brief also explores how Medi-Cal funding
cuts would worsen the opioid epidemic in California.

Why Medi-Cal is important for people with and at risk of OUD:

e Medi-Cal plays an important role in preventing OUD. Early interventions to
identify and prevent OUD and other substance use disorders (SUD) save money
and lives.* Under Medicaid’s Early and Periodic Screening, Diagnostic and
Treatment (EPSDT) benefit, individuals under age 21 enrolled in Medicaid must
be provided with periodic mental health assessments and substance use
screening.® Over 54% of California children and youth receive Medi-Cal,
providing the opportunity to identify and prevent SUD by ensuring that problems
are identified and treated early.® In many cases, these screenings, which are
instrumental in identifying individuals at risk of OUD and connecting them with
appropriate medical and behavioral interventions, are also covered for adults.’

e Medi-Cal is an important source of health insurance coverage for
individuals with OUD. Preliminary data show that over 4,600 Californians died
of a drug overdose in 2016.2 Reducing the number of these preventable deaths
requires ensuring that people with OUD have access to evidence-based
treatment, including medication assisted treatment (MAT). Unfortunately, OUD
treatment services are expensive and, without insurance coverage, low and
middle-income individuals with OUD would be unable to afford them. As such,
Medi-Cal is an important source of coverage for low-income adults and children
with OUD. Since 2014, 1.1 million Americans with SUD have gained access to
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affordable and comprehensive coverage of OUD services in states that
expanded Medicaid, like California.®

e Medi-Cal provides comprehensive coverage of OUD treatment. Medicaid
coverage of mental health and substance abuse services is generally more
comprehensive than private plan coverage.'® Medi-Cal covers all three
medications approved for the treatment of SUD and pays for 16% of all
buprenorphine prescriptions in the state.'! The program also covers SUD
counseling services for fee-for-service enrollees.*? The Medicaid expansion has
also led to an increase in the availability of SUD treatment providers, including a
significant increase in physicians holding a waiver to prescribe buprenorphine.t3
The number of physicians waivered to prescribe buprenorphine in California has
increased 34% since the state expanded Medicaid, from 1,460 physicians in
2013 to 2,214 physicians in 2017.%* Medi-Cal is also an important source of
coverage for the overdose-reversal medication naloxone. In 2016, Medicaid-
covered naloxone helped save 6,692 lives at the national level, including 705
lives saved by Medi-Cal in California.®

e Medi-Cal provides integrated care for individuals with OUD when they most
need it. Medi-Cal is an open-ended entitlement. Eligible individuals with OUD
can enroll in the program when they most need to access treatment and
overdose-prevention services without fear that eligibility will be terminated or
covered services eliminated because of limited federal funding. Under the current
Medi-Cal financial structure, if California increases coverage due to public health
emergencies like the opioid epidemic, federal funding to the state is equally
increased. Thus, Medi-Cal has become a major source of funding for California’s
fight against the epidemic. Medi-Cal also provides integrated care to enrollees
with OUD who are more likely to have co-occurring physical and mental
conditions.'® Through Medi-Cal, enrollees with OUD not only receive treatment
for their opioid dependence, but also get the care they need for other disabilities
or diseases.

How funding cuts would harm Californians with and at risk for OUD:

e Funding cuts would limit access to prevention and treatment of OUD.
BCRA'’s cuts to Medi-Cal’s federal funding would severely impact OUD
prevention and treatment services, with much of the impact falling
disproportionately on individuals hardest hit by the overdose epidemic. As a
result of federal funding cuts, California may seek to reduce or eliminate eligibility
for low-income Medi-Cal expansion adults with OUD. California may also elect to
eliminate coverage of optional OUD prevention and treatment services, some of
which are essential to reduce the number of overdose deaths and the burden of
the opioid epidemic in the state. To make up for these funding cuts, BCRA
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proposes a $45 billion opioid fund to be distributed among states from 2018 to
2026. However, this funding would be wholly inadequate to address the
epidemic. In 2026, for example, California would need an estimated $3.86 billion
for OUD treatment, but will only get $468 million from the BCRA opioid fund.*’

e Funding cuts might lead California to impose onerous requirements for
beneficiaries to access OUD services. To reduce Medicaid spending,
California would likely seek to impose burdensome utilization controls on
coverage of OUD prevention and treatment services. For example, the state
might require prior authorization before Medi-Cal covers buprenorphine and
methadone treatment, which may require the enrollee’s mental health provider to
certify that the treatment is medically necessary to improve the patient’s
condition. California may also impose simultaneous counseling requirements on
Medi-Cal's MAT coverage, which require beneficiaries with OUD to provide
documentation that they are receiving or have received counseling for their OUD.
Finally, California may impose quantity limits on MAT coverage and may subject
beneficiaries to “lock-in” programs, which require beneficiaries to obtain all OUD
services from particular providers. These utilization controls and cost-containing
mechanisms would serve as a barrier for Californians with OUD to access the
care they need.

e Funding cuts would reduce the effectiveness of the parity requirement.
Under the Affordable Care Act’s (ACA) mental health parity requirement, Medi-
Cal programs are generally prohibited from imposing financial requirements and
treatment limitations on OUD treatment benefits that are more restrictive than
those on medical and surgical benefits.1® At the national level, this requirement is
expected to improve access to OUD services for over 23 million Medicaid
beneficiaries enrolled in Medicaid managed care plans or Alternative Benefit
Plans (ABP).%° Because over 80% of Medi-Cal beneficiaries are enrolled in a
managed care plan, the mental health parity requirement is an essential tool for
low-income Californians to access SUD services.?° However, since the rule only
prohibits Medi-Cal programs from imposing limitations on OUD services that are
more onerous than limitations on medical and surgical benefits, if coverage of
medical and surgical benefits is reduced as a result of federal funding cuts,
California could also reduce the array of OUD services currently covered.

e Funding cuts would reduce the effectiveness of the Medi-Cal 2020 Waiver.
Through Medi-Cal 2020, California’s section 1115 demonstration waiver, the
state is seeking to expand access to OUD treatment services for its low-income
population. The demonstration includes expanded coverage of inpatient services,
improved care coordination and case management for Medi-Cal enrollees, and
expanded MAT coverage.?! To be effective, section 1115 demonstrations require
increased federal funding during the first years of a demonstration. These
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expenditures are then offset by savings resulting directly from the demonstration
in the later years. Republicans have proposed capping the amount of federal
funding that states receive for implementation of section 1115 projects. Capping
federal contribution would make it harder for California to increase access to
OUD services through Medi-Cal 2020 and to achieve the demonstration’s
intended savings.
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