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counties for expanded EPSDT services were determined after a baseline was established 
representing the county’s responsibility to maintain their mental health services funding 
levels prior to EPSDT expansion (maintenance of effort).  This baseline represents the  
fiscal year 1994-95, Short Doyle/Medi-Cal (SD/MC) allowable cost report settlement 
amounts adjusted for cost of living (home health market basket indicator) and for the 
amount allocated to MHPs for Fee-for-Service Medi-Cal services to this population under 
the specialty mental health managed care program.  Local funds are used as match for FFP 
up to baseline levels.  Beginning with FY 2003-04, DMH initiated a monthly distribution of 95 
percent of the SGF for EPSDT based on SD/MC approved claims data for the MHP.   
 
Although a monthly distribution of EPSDT SGF is made to MHPs as previously described, 
final payment continues to be part of the cost report settlement process.  MHPs submit 
claims for services through the SD/MC claims processing system for reimbursement of the 
FFP portion of the service. The current DMH cost settlement methodology for settling costs 
for SD/MC is used for all reimbursement of EPSDT specialty mental health services.  It 
should be noted that, currently, the SGF expenditure for expanded EPSDT services may 
only be claimed by the county of responsibility for purposes of cost settlement. 
 
Reimbursement Methodology 
  
The payment and cost settlement process outlined above for EPSDT mental health services 
required that county MHPs establish procedures to reimburse the host county for the SGF 
portion of the cost above the baseline for EPSDT services provided to their beneficiaries 
when they are placed out-of-county.  In some cases, implementation of these procedures 
resulted in the delay of SGF reimbursement to the host county.  In order to expedite the 
SGF reimbursement of services provided to a child under an AAP aid code, DMH will 
redirect the SGF to the county serving the adoption assistance child and submitting the 
claim.  This process will apply only to children with Medi-Cal eligibility under the 
following aid codes:   
 

• 03 - Full Benefits - No Share - Cost - AAP.  Covers children receiving federal cash 
grants under Title IV-E to facilitate the adoption of hard-to-place children who would 
require permanent foster care placement without such assistance. 

 
• 04 - Full Benefits - No Share - Cost - AAP/Aid for Adoption of Children (AAP/AAC). 

Covers children receiving cash grants under the state-only AAP/AAC program. 
 

• 4A - Full Benefits - No Share - Cost - Out-of-State AAP.  Covers children for whom 
there is a state-only AAP agreement between any state other than California and 
adoptive parents. 

 
The new methodology eliminates the need for MHPs to develop SGF reimbursement 
mechanisms for services provided children/youth who are Medi-Cal eligible under the AAP 
aid codes when those individuals are either placed out of their county of responsibility or 
adopted by families living outside their county of responsibility.  The new reimbursement 
methodology will be used for all AAP claims approved after January 1, 2007.  This  
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methodology does not change any of the current authorization requirements for the county 
of responsibility.  The county of responsibility is responsible for making authorization 
determinations for the health services provided to their children/youth by the host county.  
Audit and review responsibilities also remain unchanged.   
 
Tracking Expenditures 
 
MHPs may track all EPSDT mental health services provided to their children/youth by host 
counties, including services for the AAP population, by accessing their Explanation of 
Balances (EOB) – County of Financial Responsibility (CFR) file, available through the DMH 
Information Technology Web Services (ITWS).  Technical assistance is also available to 
county MHPs needing help using the system or understanding the file layout by contacting 
ITWS staff at the following phone number or email address: 
 
ITWS Helpdesk:  (916) 654-2482, email address:  itws@dmh.ca.gov
 
Cautions 
 
DMH recommends that MHPs review existing contract agreements currently held between 
MHPs or providers for reimbursement of services provided to the AAP child or youth who is 
placed or adopted out-of-county and amend the contract as necessary in order to prevent 
duplicate SGF payments. 

If you have questions, please contact County Operations at (916) 654-3168 or your 
county operations liaison.  The county liaison list can be found at 
www.dmh.ca.gov/CountyOps/contact.asp. 

 

Sincerely, 
 
 
  Original signed by: 
 
 
STEPHEN W. MAYBERG, Ph.D. 
Director 
 
Enclosures 
 
cc: California Mental Health Planning Council 

Kathy Seay, Interim Chief, Medi-Cal Oversight  
John Lessley, Chief, County Operations (South) 
Rebecca Kirby, Chief, County Operations (North/Bay)   
Anthony Sotelo, Chief, Medi-Cal Operations 
Zoey Todd, Chief, Child and Family Program Policy 

 



Senate Bill No. 785

CHAPTER 469

An act to add Sections 5777.7, 11376, and 16125 to the Welfare and
Institutions Code, relating to public social services.

[Approved by Governor October 11, 2007. Filed with
Secretary of State October 11, 2007.]

legislative counsel
’
s digest

SB 785, Steinberg. Foster children: mental health services.
Existing law requires the State Department of Mental Health to implement

managed mental health care for Medi-Cal beneficiaries through
fee-for-service or capitated rate contracts with mental health plans, including
individual counties, counties acting jointly, any qualified individual or
organization, or a nongovernmental entity. Under existing law, this may
include the provision of specialty mental health services to children in foster
care.

This bill would require the State Department of Mental Health, by July
1, 2008, to create a standardized contract, service authorization procedure,
and set of documentation standards and forms, and to use these items to
facilitate the receipt of medically necessary specialty mental health services
by a foster child who is placed outside of his or her county of original
jurisdiction, as specified. In addition, the bill would require the California
Health and Human Services Agency to coordinate the efforts of the State
Department of Mental Health and the State Department of Social Services
for the performance of designated duties with respect to implementing these
provisions, including establishing informational materials for foster care
providers and county child welfare agencies, relating to the provision of
mental health services to children in their care, as specified.

Existing law provides for the Adoption Assistance Program, administered
by the State Department of Social Services, which provides for the payment
by the department and counties of cash assistance to eligible families that
adopt eligible children, and bases the amount of the payment on the needs
of the child and the resources of the family to meet those needs. Under
existing law, the department or licensed adoption agency is required, among
other duties, to provide the prospective adoptive family with information
on the availability of mental health services through the Medi-Cal program
or other programs.

Existing law provides that the county responsible for determining the
child’s eligibility for the program, and for providing financial aid is the
county that at the time of the adoptive placement would otherwise be
responsible for making a payment pursuant to the CalWORKs program or
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the Aid to Families with Dependent Children-Foster Care program if the
child were not adopted.

Existing law provides for Kinship Guardianship Assistance Payment
Program (Kin-GAP), as a part of the CalWORKs program, which provides
aid on behalf of specified categories of eligible children who are placed in
the home of a relative caretaker. Existing law provides that the county that
formally had court ordered jurisdiction over a child receiving benefits under
the Kin-GAP program shall be responsible for paying the child’s aid
regardless of where the child actually resides, so long as the child resides
in California.

This bill would provide that a foster child whose adoption has become
final and who is receiving or is eligible to receive Adoption Assistance
Program assistance, including Medi-Cal, or who has become the subject of
a legal guardianship and is receiving Kin-GAP assistance, including
Medi-Cal, and whose foster care court supervision has been terminated,
shall be provided medically necessary specialty mental health services, as
specified.

This bill would require the State Department of Mental Health, if
necessary, to seek federal approval prior to implementing the bill.

To the extent that it would impose new duties on county child welfare
departments in connection with the provision of mental health services to
foster children, this bill would impose a state-mandated local program.

The California Constitution requires the state to reimburse local agencies
and school districts for certain costs mandated by the state. Statutory
provisions establish procedures for making that reimbursement.

This bill would provide that, if the Commission on State Mandates
determines that the bill contains costs mandated by the state, reimbursement
for those costs shall be made pursuant to these statutory provisions.

The people of the State of California do enact as follows:

SECTION 1. Section 5777.7 is added to the Welfare and Institutions
Code, to read:

5777.7. (a)  In order to facilitate the receipt of medically necessary
specialty mental health services by a foster child who is placed outside of
his or her county of original jurisdiction, the State Department of Mental
Health shall take all of the following actions:

(1)  On or before July 1, 2008, create all of the following items, in
consultation with stakeholders, including, but not limited to, the California
Institute of Mental Health, the Child and Family Policy Institute, the
California Mental Health Directors Association, and the California Alliance
of Child and Family Services:

(A)  A standardized contract for the purchase of medically necessary
specialty mental health services from organizational providers, when a
contract is required.
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