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Title XIX of the Social Security Act, enacted in 1965, authorizes 
Federal grants to States for medical assistance to low-income 
persons who are age 65 or over, blind, disabled, or members of 
families with dependent children or qualified pregnant women or 
children.  The program is jointly financed by the Federal and State 
governments and administered by States.  Within broad Federal 
rules, each State decides eligible groups, types and range of 
services, payment levels for services, and administrative and 
operating procedures.  Payments for services are made directly by 
the State to the individuals or entities that furnish the services.    

42 CFR 430.0 
  
The State plan is a comprehensive written statement submitted by 
the agency describing the nature and scope of its Medicaid 
program and giving assurance that it will be administered in 
conformity with the specific requirements of title XIX, the 
regulations in this Chapter IV, and other applicable official 
issuances of the Department.  The State plan contains all 
information necessary for CMS to determine whether the plan can 
be approved to serve as a basis for Federal financial participation 
(FFP) in the State program.    

42 CFR 430.10 
 
 
Section 1915(b) of the Social Security Act provides: 
 

The Secretary, to the extent he finds it to be cost-effective and 
efficient and not inconsistent with the purposes of this subchapter, 
may waive such requirements of section 1396a of this title (other 
than subsection (s) of this section) (other than sections 
1396a(a)(15), 1396a(bb), and 1396a(a)(10)(A) of this title insofar as  
it requires provision of the care and services described in section 
1396d(a)(2)(C) of this title) as may be necessary for a State… 
 

  
The State of Michigan has opted to simultaneously utilize the authorities of the 1915(b) and 
1915(c) programs to provide a continuum of services to disabled and/or elderly populations.  
Under approval from the Centers for Medicare and Medicaid Services (CMS) the Department 
of Community Health (MDCH) operates a section 1915(b) Medicaid Managed Specialty 
Services waiver.  CMH contracts with the Michigan Department of Community Health to 
provide specialty mental health services.  Services are provided by CMH pursuant to its 
contract obligations with the Department and in accordance with the federal waiver. 
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The CMH  testified  performed an assessment of 
Appellant and determined that although it appeared that ACT helps the Appellant, the 
Appellant no longer met the medical necessity criteria for ACT.   
 
The CMH witness explained that CMH utilized the Department’s medical necessity criteria 
when making service authorization.  (Exhibit J).  Medical necessity is met when a person has 
seriously impaired ability for self-care and for interactions with others, non-adherence to a 
medication schedule, and a risk to self and others. (Exhibit J, page 79).  The CMH witness 
explained that when reviewing Appellant's medical documentation it reflected that Appellant 
was doing well with her recovery, her hygiene had improved, she had not had any 
hospitalizations, she was more active in the community, and there was only one visit to the 
home per month for case management.  The CMH witness testified that applying the medical 
necessity criteria to the information in Appellant’s case file, the Appellant’s improvement in 
self-care and adhering to medication schedule, absence of hospitalizations and minimal use of 
her authorized mental health services indicated the Appellant no longer met the medical 
necessity criteria for ACT.   
 
The CMH witness explained that based on the  findings the Appellant did not meet 
medical necessity criteria, her ACT could be terminated and she could be transitioned to case 
management.  The CMH witness said the CMH concurred with the decision, including the 
prolonged transition from .    

 
The Department’s Medicaid Provider Manual, Mental Health and Substance Abuse, Medical 
Necessity Criteria, Section 2.5 makes the distinction that it is the CMH’s responsibility to 
determine Medicaid outpatient mental health benefits based on a review of documentation.  
The Medicaid Provider Manual sets out the medical necessity eligibility requirements, in 
pertinent part: 
 

2.5.B. MEDICAL NECESSITY 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 








