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In performing the terms of its contract with the Department, the PIHP must apply Medicaid 
funds only to those services deemed medically necessary or appropriate.  The 
Department’s policy regarding medical necessity provides as follows: 
 

2.5 MEDICAL NECESSITY CRITERIA 
 
The following medical necessity criteria apply to Medicaid mental health, 
developmental disabilities, and substance abuse supports and services. 
 
2.5.A. MEDICAL NECESSITY CRITERIA 
 
Mental health, developmental disabilities, and substance abuse services are 
supports, services, and treatment: 
 

• Necessary for screening and assessing the presence of a mental 
illness, developmental disability or substance use disorder; and/or 

• Required to identify and evaluate a mental illness, developmental 
disability or substance use disorder; and/or 

• Intended to treat, ameliorate, diminish or stabilize the symptoms of 
mental illness, developmental disability or substance use disorder; 
and/or 

• Expected to arrest or delay the progression of a mental illness, 
developmental disability, or substance use disorder; and/or 

• Designed to assist the beneficiary to attain or maintain a sufficient 
level of functioning in order to achieve his goals of community 
inclusion and participation, independence, recovery, or productivity. 

 
2.5.B. DETERMINATION CRITERIA 
 
The determination of a medically necessary support, service or treatment 
must be: 
 

• Based on information provided by the beneficiary, beneficiary’s family, 
and/or other individuals (e.g., friends, personal assistants/aides) who 
know the beneficiary; and  

• Based on clinical information from the beneficiary’s primary care 
physician or health care professionals with relevant qualifications who 
have evaluated the beneficiary; and 

• For beneficiaries with mental illness or developmental disabilities, 
based on person-centered planning, and for beneficiaries with 
substance use disorders, individualized treatment planning; and 

• Made by appropriately trained mental health, developmental 
disabilities, or substance abuse professionals with sufficient clinical 
experience; and 
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• Made within federal and state standards for timeliness; and 
• Sufficient in amount, scope and duration of the service(s) to 

reasonably achieve its/their purpose. 
• Documented in the individual plan of service. 
 

2.5.C. SUPPORTS, SERVICES AND TREATMENT AUTHORIZED BY THE 
PIHP 
 
Supports, services, and treatment authorized by the PIHP must be: 
 

• Delivered in accordance with federal and state standards for 
timeliness in a location that is accessible to the beneficiary; and 

• Responsive to particular needs of multi-cultural populations and 
furnished in a culturally relevant manner; and 

• Responsive to the particular needs of beneficiaries with sensory or 
mobility impairments and provided with the necessary 
accommodations; and 

• Provided in the least restrictive, most integrated setting. Inpatient, 
licensed residential or other segregated settings shall be used only 
when less restrictive levels of treatment, service or support have 
been, for that beneficiary, unsuccessful or cannot be safely provided; 
and 

• Delivered consistent with, where they exist, available research 
findings, health care practice guidelines, best practices and standards 
of practice issued by professionally recognized organizations or 
government agencies. 

 
2.5.D. PIHP DECISIONS 
 
Using criteria for medical necessity, a PIHP may: 
 
Deny services that are: 
 

• deemed ineffective for a given condition based upon professionally 
and scientifically recognized and accepted standards of care; 

• experimental or investigational in nature; or 
• for which there exists another appropriate, efficacious, less-restrictive 

and  cost-effective service, setting or support that otherwise satisfies 
the standards for medically-necessary services; and/or 

• Employ various methods to determine amount, scope and duration of 
services, including prior authorization for certain services, concurrent 
utilization reviews, centralized assessment and referral, gate-keeping 
arrangements, protocols, and guidelines. 
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A PIHP may not deny services based solely on preset limits of the cost, 
amount, scope, and duration of services. Instead, determination of the need 
for services shall be conducted on an individualized basis. 
Version 

Medicaid Provider Manual; Mental Health/Substance Abuse;  
Version Date: October 1, 200; Pages 12 - 14 

 
A Medicaid beneficiary bears the burden of proving he or she was denied a medically 
necessary and appropriate service.  See, e.g., J.K By and Through R.K. v Dillenberg, 836 F 
Supp 694, 700 (Ariz, 1993).  Whether the Appellant satisfies that burden must be 
determined in accord with the preponderance of the evidence standard.  See, e.g., Aquilina 
v General Motors Corp, 403 Mich 206, 210; 267 NW2d 923 (1978).   
 
Regarding an appeal filed with the State Office of Administrative Hearing and Rules for the 
Department of Community Health, the Administrative Law Judge is given ultimate discretion 
to determine the weight and credibility of the evidence presented.  Wiley v Henry Ford 
Cottage Hosp, 257 Mich App 488, 491; 668 NW2d 402 (2003); Zeeland Farm Services, Inc 
v JBL Enterprises, Inc, 219 Mich App 190, 195; 555 NW2d 733 (1996) (the fact finder is 
provided with the unique opportunity to observe or listen to witnesses; and, it is the fact 
finder's responsibility to determine the credibility and weight of the testimony and other 
evidence provided). 
 
During the hearing,  asserted that the Appellant no longer met eligibility criteria 
for specialty mental health services.  However, the written Adequate Action Notice 
authorizes reduced services, and does not terminate them entirely.  
 
This apparent inconsistency raises due process concerns, because the written notice does 
not terminate services, but rather limits those services, thus inferring that eligibility for 
continued services is not at issue in this proceeding.  Thus, my Decision and Order will 
adjudicate the issue raised by the written notice---whether  shortened and 
reduced authorization of services is appropriate under current policy regarding the medical 
necessity of Medicaid-funded specialty mental health services. 
 

 witnesses credibly testified the medical documentation reflects slow but steady 
improvement in the Appellant’s ongoing mental health issues, which are primarily stress-
related.  There is essentially no evidence that the Appellant is markedly functionally 
impaired with regard to activities of daily living, but rather, she continues to experience 
episodic depression and anxiety related to past events. 
 
The Appellant’s representative testified only that the Appellant’s mental health will 
deteriorate if she is forced to treat with a different psychiatrist.  She otherwise offered no 
challenge to the  position in this regard. 
 
 
 
 
 






