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Senate Budget Subcommittee #3 on Health and' Human Services — April 9,2015

PLEASE NOTE:

Only those items contained in this agenda will be discussed at this hearing. Please see the Senate Daily
File for dates and times of subsequent hearings.

‘Issues will be discussed in the order as noted in the Agenda unless otherwise directed by the Chair.
Pursuant to the Americans with Disabilities Act, individuals who, because of a disability, need special
assistance to attend or participate in a Senate Commilttee hearing, or in connection with other Senate

- services, may request assistance at the Senate Rules Committee, 1020 N Street, Suite 255 or by calling
916-651-1505. Requests should be made one week in advance whenever possible. Thank you.
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0977 California Health Facilities Financing Authority (CHFFA)

| 1. Investment in Meyital Health Wellness Actof 2013

Oversight Issue. SB 82 (Comfnittee of Budget and Fiscal Review), Chapter 34, Statutes of 2013,
_enacted the Investment in Mental Health Wellness Act of 2013 that appropriated $149.8 million to
CHFFA as follows:

* Crisis Residential Treatment Beds — $125 million one-time General Fund to provide grants to
expand existing capacity by at least 2,000 crisis residential treatment beds over two years, These
funds are to be used to leverage other private and public funds.

* Mobile Crisis Teams - $2.5 million one-time ($2 million General Fund and $500,000 Mental
Health Services Act Fund State Administration) to purchase vehicles to be used for mobile crisis
teams and $6.8 million ongoing ($4 million Mental Health Services Act Fund State
Administration and $2.8 million federal funds) to support mobile crisis suppott team personnel.

e Crisis Stabilization Units - $15 million one-time General Fund to provide grants to increase the
number of crisis stabilization units.

*  $500,000 in one-time General Fund for CHFFA to develop the above-specified grant programs,

- Additionally, SB 82 required CHFFA to submit to the Legislature, on or before May 1, 2015, a report on
the progress of the implementation of these grant programs.

Implementation Status. CHFFA has awarded two rounds of funding totaling $85.3 million to counties
to establish 866 crisis residential treatment beds, 43 vehicles for mobile crisis teams, and 58.5 mobile
crisis staff. Pursuant to program regulations, each county grantee has reporting requirements in the form
of status reports. These reports are due to CHFFA at least twice per year and at each time a disbursement
is requested, at a minimum, The status reports include: a description of activities performed to date, the
.population served, costs and expenditures incurred, a summary of preliminary available evaluation
results related to all outcomes identified in the application, a summary of other funding sources, and a
description of remaining work to be completed.

CHFFA tracks the number of beds, vehicles, and staff that were awarded and any variances through the
status reports and ongoing updates, from and communications, with the counties. The countics have,
across the board, encountered significant delays in getting their programs implemented, especially for
crisis residential and crisis stabilization. As such, there were not many outcomes counties could report
on in the latest status reports submitted in August 2014. CHFFA is currently reviewing the status reports
“that were due on February 15, So far, for the mobile crisis support teams, the counties have purchased
30 out of the 43 approved vehicles and have hired 29.75 of the 58.25 approved staff individuals, As of
February, there are no new beds for either the crisis residential or crisis stabilization programs yet in
operation, but they are in various stages of design and construction. As the projects get further along
CHFFA expects there will be more results to report.
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Remaining Funding Available. As shown in the table below, about $61.2 million, of the $149.3
million, remains to be awarded, Applications for the third round of funding are due to CHFFA on March
30, 2015,

.Table: SB 82 Funds Remaining after First and Second Funding Round

Purpose Amount

Crisis Residential Capital $60,638,777.03
Crisis Stabilization Capital $184,210,52
Mobile Crisis Capital $356,340.14
Subtotal - Capital $61,179,327.69
Mobile Crisis Personnel $1,057.02
Total Remaining $61,180,384.71

At the February 26, 2015 CHFFA board meeting, the board discussed the merits of pursuing a re-
allocation of dollars from crisis residential to crisis stabilization versus allowing the allocations to stay
in place for January 1, 2016. At this time, a statewide competition (as opposed to the existing regional
competitions) will be developed for any and all remaining funds. The board also entertained suggestions
“from stakeholders who were present at the meeting. Stakeholders suggested the board consider
extending eligibility to peer respite programs in order to potentially prompt small county interest
(because of an increased likelihood in sustainability) in some of the remaining crisis residential funding.

Subcommittee Staff Comment, This is an informational item.
Questions. The Subcommittee has requested CHFFA to respond to the following questions:
1. Please provide an overview and update on this item.

2. Why are counties experiencing difficulties in pgetting their crisis residential and crisis
stabilization programs implemented?

3. What is the timeline for the discussion regarding re-allocating crisis residential funding to other
purposes? What criteria will the CHFFA board use to make this decision?
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4560 Mental Health Services Oversight and Accountability Commission

| 1. Overview

Mental Health Services Act (Proposition 63, Statutes of 2004). The Mental Health Services Act
(MHSA) imposes a one percent income tax on personal income in excess of $1 million. The purpose of
“the MHSA is to expand mental health services to children, youth, adults, and older adults who have
severe mental illnesses or severe mental health disorders and whose service needs are not being met
through other funding sources (i.e., funds are to supplement and not supplant existing resources).

Mental Health Services Oversight and Accountability Commission. The Mental Health Services
Oversight and Accountability Commission (MHSOAC) was established in 2005 and is composed of 16
voting members. Among other things, the role of the MHSOAC is to:

.o Ensure that services provided, pursuant to the MHSA, are cost effective and provided in accordance
with best practices;

¢ Ensure that the perspective and participation of members and others with severe mental illness and
their family members are significant factors in all of its decisions and recommendations; and,

e Recommend policies and strategies to further the vision of transformation and address barriers to
systems change, as well as providing oversight to ensure funds being spent are true to the intent and
purpose of the MHSA.

"Overview of MHSOAC FEvaluation Efforts, On March 28, 2013 the MHSOAC approved an
Evaluation Master Plan which prioritizes possibilities for evaluation investments and activities over a
five year course of action. The MHSOAC five-year Evaluation Master Plan (July 2013 — June 2018)
describes seven activities related to performance monitoring, ten evaluation projects, and eight
exploratory/developmental work efforts. The 2013 budget provided resources for six positions to
implement the Evaluation Master Plan. A listing of the current MHSOAC Evaluation Contracts and
Deliverables can be found at:
http://www.mhsoac,ca.gov/Meetings/docs/Meetings/20] S/March/()AC/OAC 032615 _1C_EvalDash.pdf

Improving Community Mental Health Data. Current mental health data collection and reporting
systems do not provide timely data that allows the MHSOAC to evaluate all aspects of the MHSA and
broader public community-based mental health systems. Consequently, the MHSOAC has-contracted
with an outside vendor to prepare an advanced planning document and/or a feasibility study report to
improve the data systems at the Department of Health Care Services (DHCS) to fully address the data
needs of the MSHOAC and DHCS. This contract will identify the MHSOAC’s current data and
reporting needs, compare them to what is available via current data systems, and draw conclusions
.regarding data elements that are missing and not available.

Subcommittee Staff Comment, This is an informational item. The Subcommittee is in receipt of
advocate requests to use MHSA Funds (State Administration) to;
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. CAYEN - Augment an existing MHSOAC contract with the California Youth Empowerment

Network (CAYEN) by $300,000 to allow more youth to participate and to get better responses to
survey strategies. This program brings transition age (16-25) perspective to development of
mental health services and policies.

REMHDCO — Transfer the REMHDCO (Racial and Ethnic Mental Health Disparities Coalition)
contract from the Department of Public Health’s (DPH) Office of Health Equity to the
MHSOAC, as the contract with DPH expires February 29, 2016. The three month cost of this
contract (April — June) is about $187,000 and a full year cost is $560,000. REMHDCO is a
statewide coalition of individuals from non-profit state-wide and local organizations whose
mission is to work to reduce mental health disparities through advocacy for racial and ethnic
communities.

As noted later in the agenda under Issue 1 of the Department of Health Care Services, the State
Administration Cap for the MHSA Fund is estimated to be overprescribed by about $8 million.
Consequently, there is no available room in the State Administration Cap for these two requests.

Questions. The Subcommittee has requested MHSOAC to respond to the following questions;

1.
2.

Please provide a brief overview of the MHSOAC.,

Please explain how the MHSOAC ensures that services provided, pursuant to the MHSA, are
cost effective and consistent with the MHSA. Does it make the findings from these reviews
public?

Please provide a review of the MHSOAC’s evaluation efforts and activities,

4. Please discuss the MHSOAC’s efforts regarding improving community mental health data.
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| 2. Investment in Mental Health Wellness Act of 2013 = Triage Pérsonnel -+~ "

Oversight Issue. SB 8§82 (Committee of Budget and Fiscal Review), Chapter 34, Statutes of 2013,
enacted the Investment in Mental Health Wellness Act of 2013 which appropriated $54.4 million to the
MHSOAC as follows:

¢ $54 miilion ($32 million Mental Heaith Services Act [MHSA] State Administration and $22
million federal) in ongoing funding to add 600 mental health triage personnel in select rural,
urban, and suburban regions, Also required the MHSOAC to provide a status report to the
Legislature on the progress of allocating the triage personnel funding, This report was submitted
to the Leglslature on February 28,2014,

To conduct a competitive grant process for this funding, the MHSOAC developed Request for
Applications guidelines for submitting grant proposals. In this process, MHSOAC gathered subject
-matter experts to advise stafl on the grant criteria. Additionally, the MHSOAC used the five regional
designations utilized by the California Mental Health Directors Association to ensure that grants would
be funded statewide in rural, suburban, and urban areas. As such, the $32 million of MHSA funds
available annually was divided between the following regions:

Southern $10,848,000
Los Angeles $9,152,000
Central , $4,576,000
Bay Area : $6,208,000
Superior ' . $1,216,000
Total $32,000,000

Grants cover four fiscal years, with grant funds allocated annually for 2013-14 (for five months), 2014-
15,2015-16, and 2016-17.

A total of 47 grant applications were submitted to the MHSOAC. Twenty-four counties were awarded

_grant funding. The MHSOAC approved 24 triage grants and allocated funds for 491 triage positions. As
of March 16, 2015 counties have hired 86 triage staff and continue to expand the number of mental
health personnel available to provide crisis suppott services that include crisis triage, targeted case
management and linkage to services for individuals with mental health illness who require a crisis
intervention. These personnel will be located in hospitals, emergency rooms, jails, shelters, high schools,
crisis stabilization and wellness centers, and other community locations where they can engage with
persons needing crisis services. According to the MHSOAC, counties are having extreme difficulty in
hiring due to workforce shortages in the selected classification, The MHSOAC is continuing to work
with counties to evaluate these hiring issues, See table below for award details.
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In 2013-14 and rolled over to the current year, $2.5 million in these MHSA grant funds have not yet
been awarded. The Administration is considering options for the use of this funding.

Subcommittee Staff Comment, This is an informational item.
Questions. The Subcommittee has requested MHSOAC to respond to the fbllowing questions:
1. Please provide an overview of this item.

2. How is MHSOAC monitoring counties’ implementation of these grants? Why have counties
established only 85 of the 490 positions?

3. What options is the Administration considering regarding the $2.5 million that has yet to be
awarded?
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4260 Department of Health Care Services

| 1. Community Mental Health Overview ' " ]

Background. California has a decentralized public mental health system with most direct services
provided through the county mental health system. Counties (i.e., county mental health plans) have the
primary funding and programmatic responsibility for the majority of local mental health programs, See
table below for a summary of county community mental health funding.

Table: Community Mental Health Funding Summary

| Fund Source 2013-14 2014-15 2015-16
Total Total Total
1991 Realignment
Mental Health Subaccount (base and growth)* $41,690,000 $64,636,000 1 $125,386,000
2011 Realignment
Mental Subaccount Health Account (base and
growth)* | $1,129,700,000 | $1,136,400,000 | $1,134,700,000
Behavioral Health Subaccount (base)** $992,363,000 | $1,051,375,000 | $1,198,071,000
"Behavioral Health Growth Account $60,149,000 |  $146,696,000 | $140,885,000
Realignment Total $2,223,902,000 | $2,399,107,000 | $2,599,042,000
Medi-Cal Specialty Mental Health Federal Funds | $1,425,814,863 | $2,153,244,000 | $2,772,568,000
| Medi-Cal Specialty Mental Health General Fund $5,803,134 | $117,209,000 | $138,004,000
Mental Health Services Act Local Expenditures $1,246,741,000 | $1,392,014,000 | $1,362,650,000
Total Funds $3,476,446,134 | $6,061,574,000 | $6,872,264,000 |

#2011 Realignment changed the distribution of 1991 Realignment funds in that the funds that would have been deposited into
the 1991 Realignment Mental Health Subaccount, a maximum of $1.12 billion, is now deposited into the 1991 Realignment
CalWORKs MOFE Subaccount. Consequently, 2011 Realignment deposits $1.12 billion into the 2011 Realignment Mental
Health Account,

" ##Reflects $3.1 million allocation to Women and Children's Residential Treatment Services. Includes Drug Medi-Cal,

Medi-Cal Mental Health. As of January 1, 2014, there arc three systems that provide mental health
services to Medi-Cal beneficiaries:

1. County Mental Health Plans (MHPs) - California provides Medi-Cal “specialty” mental health
services under a waiver that includes outpatient specialty mental health services, such as clinic
outpatient providers, psychiatrists, psychologists and some nursing services, as well as
psychiatric inpatient hospital services. Children’s specialty mental health services are provided
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under the federal requirements of the Early and Periodic Screening, Diagnosis, and Treatment
(EPSDT) benefit for persons under age 21. County mental health plans are the responsible entity
that ensures specialty mental health services are provided. Medi-Cal enrollees must obtain their
specialty mental health services through the county.

California’s Medi-Cal Specialty Mental Health Services Waiver is effective until June 30, 2015,
See issue two of this agenda for discussion of the renewal of this waiver,

2. Managed Care Plans (MCPs) - Effective January 1, 2014, SB 1 X1 (Hernandez), Chapter 4,
Statutes of 2013-14 of the First Extraordinary Session expanded the scope of Medi-Cal mental
health benefits and required these services to be provided by the Medi-Cal Managed Care Plans
(MCP) excluding those benefits provided by county mental health plans under the SMHS
Waiver., Generally these are mental health services to those with mild to moderate levels of
impairment. The mental health services provided by the MCPs include:

e Individval and group mental health evaluation and treatment (psychotherapy)

o Psychological testing when clinically indicated and medically necessary to evaluate a
mental health condition

¢ OQutpatient services for the purposes of monitoring drug therapy

o Qutpatient laboratory, drugs, supplies and supplements

¢ Psychiatric consultation

3. Fee-For-Service Provider System (FFS system) - Effective January 1, 2014 the mental health
services listed below are also available through the Fee-For-Service/Medi-Cal provider system:
¢ Individual and group mental health evaluation and treatment (psychotherapy)
e Psychological testing when clinically indicated and medically necessary to evaluate a
mental health condition
» Outpatient services for the purposes of monitoring drug therapy
e Outpatient laboratory, drugs, supplies and supplements
e Psychiatric consultation

Behavioral ‘Health Realignment Funding. SB 1020 (Committee on Budget and Fiscal Review),
Chapter 40, Statutes of 2012, created the permanent structure for 2011 Realignment. SB 1020 codified
-the Behavioral Health Subaccount which funds Medi-Cal Specialty Mental Health Services (for children
and adults), Drug Medi-Cal, residential perinatal drug services and treatment, drug court operations, and
other non-Drug Medi-Cal programs. Medi-Cal Specialty Mental Health and Drug Medi-Cal are
entitlement programs and counties have a responsibility to provide for these entitlement programs,

Government Code Section 30026.5(k) specifies that Medi-Cal Specialty Mental Health Services shall be
funded from the Behavioral Health Subaccount, the Behavioral Health Growth Special Account, the
Mental Health Subaccount (1991 Realignment), the Mental Health Account (1991 Realignment), and to
‘the extent permissible under the Mental Health Services Act, the Mental Health Services Fund.
Government Code Section 30026.5(g) requires counties to exhaust both 2011 and 1991 Realignment
funds before county General Fund is used for entitlements. A county board of supervisors also has the
ability to establish a reserve using five percent of the yearly allocation to the Behavioral Health
Subaccount that can be used in the same manner as their yearly Behavioral Health allocation, pursuant
Government Code Section 30025(f). '
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Consistent with practices established in 1991 Realignment, up to 10 percent of the amount deposited in
the fund from the immediately preceding fiscal year can be shifted between subaccounts in the Support
Services Account with notice to the Board of Supervisors, pursuant to Government Code Section
30025(f). This shift can be done on a one-time basis and does not change base funding. In addition, there
is not a restriction for the shifting of funds within a subaccount, but any elimination of a program, or
reduction of 10 percent in one year or 25 percent over three years, must be duly noticed in an open
session as an action item by the Board of Supervisors, pursuant to Government Code Section 30026.5(f).
Government Code Section 30026.5(e} also requires 2011 Realignment funcls to be used in a manner to
maintain eligibility for federal matching funds. :

DHCS issued Mental Health Services Division Information Notice 13-01 on Januvary 30, 2013, to inform
‘counties that 2011 Realignment did not abrogate or diminish the responsibility that, “they must provide,
- or atrange for the provision of, Medi-Cal specialty mental health services, including specialty mental
health services under the Early and Periodic Screening Diagnosis and Treatment (EPSDT) benefit.” As
noted above, Government Code Section 30026.5(k) specifies fund sources for Medi-Cal Specialty
Mental Health Services, The Administration continues to work with the California State Association of
Counties and the California Behavioral Health Directors Association to ensure all counties are aware of
these entitlement programs and clients cannot be denied services. :

-On May 19, 2014, DHCS issued Mental Health and Substance Use Disorder Services Information
Notice 14-017 indicating that first priority of the Behavioral Health Growth Account funding would be
given to reimburse counties for the two entitlement programs, Medi-Cal Specialty Mental Health
EPSDT and Drug Medi-Cal. Specilically, this allocation provided additional funding to eight counties in
which the approved claims for EPSDT and Drug Medi-Cal services in 2012-13 were greater than the
funding they received in 2012-13 from the Behavioral Health Subaccount. The remaining balance of this
growth account would then be distributed using the same percentage schedule used to distribute the
funds allocated to the Behavioral Health Subaccount. The Administration indicates that it plans to
follow the same allocation formula for the $60.1 million in 2013-14 Behavioral Health Growth Account

funds that will be distributed later this spring. As displayed on the previous table, the projected 2014-15.

Behavioral Health Growth Account is $146.7 million and the projected 2015-16 Behavioral Health
Growth Account is $140.9 million.

Mental Health Services Act (Proposition 63, Statutes of 2004). The Mental Health Services Act
(MHSA) imposes a one percent income tax on personal income in excess of $1 million. These tax
receipts are reconciled and deposited into the MHSA Fund on a “cash basis” (cash transfers) to reflect
funds actvally received in the fiscal year, The MHSA provides for a continuous appropriation of funds
“for local assistance.

The purpose of the MHSA is to expand mental health services to children, youth, adults, and older adults
who have severe mental illnesses or severe mental health disorders and whose service needs are not
being met through other funding sources (i.e., funds are to supplement and not supplant existing
resources).

Most of the act’s funding is to be expended by county mental health departments for mental health
" services consistent with their approved local plans (three-year plans with annual updates) and the
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.required five components, as contained in the MHSA. The following is a brief description of the five
components:

Community Services and Supports for Adult and Children’s Systems of Care. This
component funds the existing adult and children’s systems of care established by the Bronzan-
McCorquodale Act (1991). County mental health depariments are to establish, through its
stakeholder process, a listing of programs for which these funds would be used. Of total annual
revenues, 80 percent is allocated to this component.

Prevention and Early Intervention. This component supports the design of programs to
prevent mental illnesses from becoming severe and disabling, with an emphasis on improving
timely access to services for unserved and underserved populations. Of total annual revenues, 20
percent is allocated to this component.

Innovation. The goal of this component is to develop and implement promising practices
designed to increase access to services by underserved groups, increase the quality of services,
improve outcomes, and promote interagency collaboration. This is funded from five percent of
the Community Services and Supports funds and five percent of the Prevention and Early
Intervention funds.

Workforce Education and Training. The component targets workforce development programs
to remedy the shortage of qualified individuals to provide services to address severe mental
illness, In 2005-06, 2006-07, and 2007-08, 10 petcent of total revenues were allocated to this
component, for a total of $460.8 million. Counties have 10 years to spend these funds,

Capital Facilities and Technological Needs. This component addresses the capital
infrastructure needed to support implementation of the Community Services and Supports, and
Prevention and Early Intervention programs. It includes funding to improve or replace existing
technology systems and for capital projects to meet program infrastructure needs. In 2005-06,
2006-07, and 2007-08, 10 percent of total revenues were allocated to this component, for a total
of $460.8 million, Counties have 10 years to spend these funds,

Counties are required to submit annual expenditure and revenue reports to the DHCS {(and the
.MHSOAC). DHCS monitors county’s use of MHS funds to ensure that the county meets the MHSA and
MHS Fund requirements.
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Table: 2015-16 Governor's Budget and March Annual Accrual Adjustment Mental Health
Services Fund Administrative Cap (dollars in thousands)

. ' b
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- *The administrative cap applicable in 2011—12 and 2012-13 was 3.5 percent. The cap \-Nas‘fg‘sgtpred to5 percentin 2013-1_4.- '

Departments Funded in 2015-16: Judicial Branch {0250),'S-tate Controller-21st Century HRMS (0840}, State Treasurer-California Health Facilities
Financing Authority (0977), Office of Statewide Health Planning & Development (4140), Department of Health Care Services (4260}, Department
of Public Heatth (4265), Department of Developmental Services (4300}, Mental Health Oversight and Accountability Commission (4560),
Department of Education {6110), University of Califernia (6440}, Financial Information Systems for California (8880), Department of the Military
(8940}, Department of Veterans Affairs (8955) and Statewide General Administrative Expenses (9900).

As noted in the chart above, the State Administrative Cap is overprescribed by about $8 million. In
"March, the Legislature was notified that the annual adjustment amount for fiscal year 2013-14 was $154
million less than what was estimated in the Governor’s January Budget ($94 million instead of the
estimated $249 million in the January budget).

Subcommittee Staff Comments., This is an informational item.

Questions. The Subcomfnittee has requested DHCS to respond to the following questions:
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1. Please provide an overview of community mental health pro'grams overseen by DHCS.

2. Please explain DHCS's activities related to oversight and monitoring of the Proposition 63 funds
distributed to counties (e.g., audits, cost reporting analysis). If deficiencies are found, that tools
does DHCS have to remediate the problems?

3. Please provide an update on counties reporting Proposition 63 revenues and expenditures for
2012-13 (the most current information available). When was this information due? How many
counties have reported this information? How does DHCS work with counties that have not
submitted this information?
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2. Specialty Mental Health Waiver Renewal ©

. Oversight Issue. The state’s Specialty Mental Health Services Waiver expires on June 30, 2015. DHCS
submitted an application to renew this waiver on March 30, 2015. DHCS is requesting a five-year
renewal.

Background. DHCS administers a Section 1915(b) Freedom of Choice federal waiver to provide
Specialty Mental Health Services (SMHS) using a managed care model of service delivery. The SMHS
waiver program has been in effect since 1995. The proposed waiver term (July 1, 2015 through June 30,
2020) represents the ninth waiver renewal period. DHCS operates and oversees this waiver,

"The SMIS waiver program is administered locally by each county's mental health 