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Date of Hearing: March 24, 2026 

ASSEMBLY COMMITTEE ON HEALTH 

Mia Bonta, Chair 

AB 2352 (Valencia) – As Introduced February 19, 2026 

SUBJECT: Medi-Cal providers: nonprofit public benefit corporations. 

SUMMARY: Allows a nonprofit public benefit corporation that provides nonspecialty mental 

health services to enroll as a Medi-Cal provider. 

EXISTING LAW:  

1) Requires an applicant or provider who is a natural person, and is licensed or certificated 

pursuant to state law governing health professionals, or is a professional corporation, as 

defined, to comply with enrollment requirements and enroll in the Medi-Cal program as 

either an individual provider or as a rendering provider in a provider group. [Welfare and 

Institutions Code (WIC) § 14043.15] 

2) Establishes Medi-Cal enrollment requirements for providers serving Medi-Cal members. 

[WIC § 14043.26] 

3) Defines “Professional corporation” as a corporation engaged in rendering professional 

services in a single profession, pursuant to a certificate of registration issued by the 

governmental agency regulating the profession, but specifies certain licensed health care 

professionals that are not required to obtain a certificate of registration in order to render 

those professional services. [Corporations Code § 13401(b)] 

FISCAL EFFECT: Unknown. This bill has not been analyzed by a fiscal committee. 

COMMENTS:  

1) PURPOSE OF THIS BILL. According to the author, this bill will maintain continuity of 

care for Medi-Cal beneficiaries by clarifying existing law to allow nonprofit community-

based organizations (CBOs), who employ licensed mental health professionals, to enroll in 

Medi-Cal as group providers. Although CBOs are critical component of our state’s 

behavioral health delivery system, the author explains, they increasingly face denials through 

the Medi-Cal Provider Application and Validation for Enrollment (PAVE) system, despite 

being licensed and qualified to provide these services. Challenges enrolling through PAVE 

prevent CBOs from contracting with Medi-Cal managed care plans and receiving 

reimbursement for services rendered. The author concludes that this bill ensures CBOs 

continue to provide timely access to outpatient mental health care services by clarifying their 

eligibility. 

2) BACKGROUND.  

a) Provider Requirements for Medi-Cal Participation. Federal rules issued by the 

Centers for Medicare and Medicaid Services (CMS) in 2011 enhanced fee-for-service 

(FFS) provider enrollment and screening requirements pursuant to the federal Patient 

Protection and Affordable Care Act (ACA). These regulations were issued to reduce the 
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incidence of fraud and abuse by ensuring that providers would be individually identified 

and screened. In 2016, these rules were extended to providers contracted with Medi-Cal 

managed care plans. Prior to the 2016 rule, the Medi-Cal managed care plans’ network 

providers were not required to enroll in the Medi-Cal program. Medi-Cal provides some 

services through a FFS delivery system, but most services are provided through the Medi-

Cal managed care delivery system. The following background sections describe the 

provider enrollment, screening, and credentialling process for providers in Medi-Cal. 

i) Enrollment through the PAVE System. All Medi-Cal providers must enroll through 

a state-level pathway to provide services and bill Medi-Cal. The provider enrollment 

process includes a number of required components to allow the Department of Health 

Care Services (DHCS) to verify the provider’s information. For instance, a nurse 

practitioner enrolling in Medi-Cal must provide their nursing license and Nurse 

Practitioner Certificate specifying the area of specialization, a driver's license or state 

ID, and proof of liability insurance, among other things. For those pursuing individual 

stand-alone enrollment, additional documentation is required, such as a signed lease 

agreement if the business premises are not owned by the applicant, Fictitious 

Business Name Statement, business licenses, permit, proof of workers’ compensation 

insurance, and similar documents. The applicable DHCS website lists nearly 50 

provider types that can be registered through PAVE.  

ii) Screening and Enrollment Requirements for Managed Care Plans. Medi-Cal 

managed care network providers that have a “state-level enrollment pathway,” i.e., 

they are able to enroll through PAVE or another recognized state-level pathway, are 

required to enroll. In addition to ensuring providers are enrolled, plans must screen 

providers. This includes stratifying their network providers by risk level (limited risk, 

moderate risk, and high risk), with defined screening requirements for each level of 

risk. A provider’s designated risk level is affected by findings of license verification, 

site reviews, checks of suspended and terminated provider lists, and criminal 

background checks.  

iii) Credentialing Requirements for Managed Care Plans. A provider who is enrolled 

and screened still must go through a managed care plan’s credentialing process to be 

a network provider with a particular plan. According to DHCS, credentialing is 

defined as the recognition of professional or technical competence, and may include 

registration, certification, licensure, and/or professional association membership. The 

credentialing process ensures that providers are properly licensed and certified as 

required by state and federal law. Plans are required to verify a number of items 

related to education, training, and licensure. Plans must also collect information about 

work history, hospital and clinic privileges in good standing, history of any 

suspension or curtailment of hospital and clinic privileges, current Drug Enforcement 

Administration identification number, National Provider Identifier number, and 

malpractice insurance in an adequate amount, as required for the particular provider 

type. Plans also must collect information about the providers’ history of liability 

claims against the provider, sanctions or limitations on the provider’s license issued 

by any state agencies or licensing boards, status as terminated or suspended from 

either Medicare or Medicaid/Medi-Cal. 
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b) Genesis of this Bill. In July 2022, DHCS issued All-Plan Letter (APL) 22-013, titled, 

“Provider Credentialing / Re-Credentialing And Screening / Enrollment,” which 

comprehensively describes plans’ obligations related to provider enrollment, 

credentialing, and screening. The clear guidance regarding plans’ responsibilities has led 

plans to re-verify that all their contracting providers meet the requirements. However, 

certain nonprofit providers have encountered barriers when attempting to enroll through 

PAVE because these nonprofits do not have one of the types of business structures that 

are recognized by PAVE. The statute requiring enrollment is limited to providers that are 

either a professional corporation or a provider group, neither of which applies to many 

nonprofit behavioral health providers. In APL 22-013, DHCS notes applications 

submitted to DHCS from providers who do not have a state-level enrollment pathway 

through PAVE will be denied.  

Managed care plans are also authorized to enroll their contracting providers directly, but 

it is more efficient for plans to verify the enrollment status of providers who have already 

enrolled with the state (generally through PAVE). Anecdotally, according to the mental 

health providers sponsoring this bill, plans are generally not offering an alternative way 

to enroll, rendering many behavioral health providers unable to continue relationships 

with managed care plans to provide nonspecialty mental health (services for diagnosis 

and treatment of non-severe mental health conditions that are covered by Medi-Cal 

managed care plans).  

c) Access Challenges in Medi-Cal Managed Care Behavioral Health Services. Medi-Cal 

managed care plans are responsible for providing non-specialty mental health services, 

which includes mental health evaluation and treatment, psychological and 

neuropsychological testing, psychiatric consultation, and outpatient laboratory, drugs, 

supplies, and supplements. Challenges accessing services have long been reported, and 

managed care plans do not suffer from an excess of willing behavioral health providers, 

making this issue a challenge for maintaining plan networks and continuity of care for 

Medi-Cal members, as well as for nonprofit providers. For instance, according to a 2023 

state audit, “Children Enrolled in Medi-Cal Face Challenges in Accessing Behavioral 

Health Care,” survey results of appointment wait times show that many Medi-Cal 

managed care plans are unable to provide children with timely access to behavioral health 

care. According to a 2021 California Pan-Ethnic Health Network report, “Medi-Cal 

Managed Care Plan Mental Health Services: An Unfulfilled Promise For Communities 

Of Color,” primary care providers complain that finding accurate lists of in-network 

mental health providers has proven very difficult for the patients they serve.  

California is also suffering from a severe shortage of behavioral health providers. 

According to the Department of Health Care Access and Information, all regions and 

counties are projected to face a shortage of Non-Prescribing Licensed behavioral health 

Clinicians in 2025, with 22 counties facing a severe shortage of -50% or more. Statewide, 

this represents a -40.6% shortage and an estimated need for 55,298 additional providers 

to meet forecasted demand. By 2033, it is projected that the overall statewide shortage of 

Non-Prescribing Licensed Clinicians will increase resulting in a need for 171,413 total 

providers to meet future demand, nearly double the current statewide supply. 

3) SUPPORT. This bill is sponsored the California Behavioral Health Association and is 

supported by a large number of behavioral health providers. Supporters indicate this bill 
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clarifies that nonprofit public benefit corporations with 501(c)(3) status that employ licensed 

mental health professionals are eligible to enroll in Medi-Cal delivery of nonspecialty mental 

health services. Supporters argue that despite the absence of a statutory prohibition, nonprofit 

behavioral health providers have increasingly faced barriers enrolling in the PAVE system 

due to an interpretation that group providers must be organized as professional corporations. 

They note this interpretation has created an unintended administrative barrier for nonprofit 

community based providers that are legally organized, appropriately licensed, and otherwise 

qualified to provide Medi-Cal reimbursable services. Nonprofit providers have reported 

losing reimbursement for services already rendered, experiencing disruptions to continuity of 

care for Medi-Cal beneficiaries, and facing difficult decisions such as reducing services, 

laying off staff, or closing service locations. Supporters conclude that this bill provides 

statutory clarification that nonprofit public benefit corporations delivering non-specialty 

mental health services are eligible to enroll in PAVE as group providers. Furthermore, they 

note this bill does not expand scope of practice, create new provider categories, or weaken 

program integrity. 

REGISTERED SUPPORT / OPPOSITION: 

Support 

California Behavioral Health Association (sponsor) 

Airport Marina Counseling Service 

Alameda Family Services 

Amaad Institute (arming Minorities Against Addiction & Disease) 

California Family Counseling Center 

California Mental Health Connection 

California Psychological Association 

Children's Institute, INC. 

Counseling Partners of Los Angeles 

Fresno Pacific University Pacific Counseling Center 

Hamburger Home Dba Aviva Family and Children's Services 

Hillsides Pasadena 

Maple Counseling 

Nasw California 

Open Paths Counseling Center 

Orange County Asian and Pacific Islander Community Alliance, INC. (OCAPICA) 

Pathpoint 

Portia Bell Hume Behavioral Health and Training Center 

Shields for Families 

Sistahfriends 

Southern California Health & Rehabilitation Program 

Tarzana Treatment Centers, INC. 

The Fresno Center 

The Village Family Services 

Westmont Counseling Center 

Several individuals 
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Opposition 

None on file 

Analysis Prepared by: Lisa Murawski / HEALTH / (916) 319-2097 


