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October 25, 2005 
 
 
  
The Honorable Board of Supervisors 
County of Los Angeles 
383 Kenneth Hahn Hall of Administration 
500 West Temple Street 
Los Angeles, CA  90012 
 
Dear Supervisors: 
 
APPROVAL OF AMENDMENTS TO MENTAL HEALTH SERVICES LEGAL ENTITY 

AGREEMENTS WITH CONTRACT PROVIDERS TO EXTEND THE CASH FLOW 
ADVANCE PROGRAM FOR FISCAL YEAR 2005-06 

(ALL SUPERVISORIAL DISTRICTS) 
(3 VOTES) 

 
IT IS RECOMMENDED THAT YOUR BOARD: 
 
Approve and instruct the Director of Mental Health or his designee to prepare, sign, and 
execute amendments, substantially similar to Attachment I, to 134 of the Department of 
Mental Health (DMH) Legal Entity Agreements listed on Attachment II to extend the 
period of allowable Cash Flow Advance (CFA) for non-Early and Periodic Screening, 
Diagnosis and Treatment (EPSDT) and EPSDT contract providers to December 31, 
2005, for Fiscal Year (FY) 2005-06, effective upon Board approval.   

 
This action will extend the CFA period of non-EPSDT contractors for three (3) additional 
months and one (1) additional month for EPSDT contractors.  The amendments will 
extend the maximum CFA period allowing DMH to extend CFA funds to the contract 
providers through December 31, 2005, and will enable the contract providers to 
continue to provide the same level of services currently being provided.   
 
PURPOSE/JUSTIFICATION  OF RECOMMENDED ACTIONS
 
Board approval is requested to authorize use of the amendment format to extend the 
CFA program for FY 2005-06, on an as needed basis, through December 31, 2005 for 
non-EPSDT and EPSDT services, by amending existing agreements with the contract 
providers listed on Attachment II.  Extension of the CFA program will enable the 
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contract providers to continue to provide the same level of services currently being 
provided without incurring financial hardship due to slower than normal claims 
processing as a result of the transition to Health Insurance Portability and Accountability 
Act (HIPAA) complaint claiming and the implementation of the Integrated System (IS).  
There will be no change to each contractor’s Maximum Contract Amount (MCA).  There 
will also be no change in DMH’s appropriation. 
 
This action is needed to address IS processing time delays that will result in financial 
hardship to contractors providing much needed mental health services.  The average 
claims processing time under the IS is approximately 103 days to process and pay a 
contractor versus 45 days under the previous pre-HIPAA Mental Health Management 
Information Systems.  Significant progress has occurred to diminish the claim life cycle 
under the IS from a high of 260 days to the current 103 days and work continues to 
bring that number down further.  However, the effect of the longer claim processing 
cycle is that, while pre-HIPAA cash flow would resume to normal by mid September of 
the fiscal year, under the IS we project the resumption of cash flow for FY 2005-06 to 
occur by December.  Consequently, we are requesting that the CFA program be 
extended through December 31, 2005. 
 
An overview of the current issues causing these delays and a detailed description of the 
actions taken by DMH to address and reduce the claims life cycle to the extent possible 
is included under Attachment III.  Among the most significant actions yet to be taken 
that we expect will help reduce the claims processing cycle time are: 

• Begin claiming for Medi-Cal outpatient services directly from the IS; and 
• Shift responsibility for the actual submission of claims files back to DMH from 

Sierra Systems Group (SSG). 
 
While all of the contract providers listed on Attachment II will have access to the CFA 
program, DMH anticipates that, as the claims and State adjudication processes 
improve, not all providers will need to request CFA and/or the CFA amount requested 
will be at the one-twelfth (1/12th) of the MCA less the dollar value of State-approved 
claims.  Currently, some providers are showing greater progress than others in having 
their claims timely processed to adjudication status and paid, which suggests that the IS 
is not the only contributor to the increased processing time for claims.  The extent to 
which claims processing performance varies by contractor depends on the extent to 
which they: 

• Hire additional staff to address greater demands of post-HIPAA claims 
processing;  

• Aggressively work denied claims; 
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• Attend DMH IS training and Production Support Lab sessions to improve their 
knowledge and skills; 

• Request on-site assistance by DMH staff to help them improve their claims 
processing performance; and 

• Closely watch reports so that they can get early warning of growing problems 
and work with DMH to resolve them. 

 
DMH has and continues to meet with State personnel regarding statutory time frames 
for claiming.  DMH is seeking uniform application of Welfare and Institutions Code 
provisions which will enable DMH to receive partial payment for claims submitted past 
certain statutory time frames.  Partial payment is available for physical health services 
but currently unavailable for Short-Doyle mental health services. The State has not yet 
fully developed its position on some of the issues, but discussions continue.   
   
Implementation of Strategic Plan Goals  
 
The recommended Board action is consistent with the principles of the Countywide 
Strategic Plan Programmatic Goal No. 5, “Children and Families Well-Being”; Goal No. 
6, “Community Services”; and Goal No. 7, “Health and Mental Health.”  Extension of the 
CFA program will enable the contract providers to continue to provide the same level of 
services currently being provided by the agencies. 
 
FISCAL IMPACT/FINANCING 
 
Based on the monthly average of State-approved claims, and the timing for claim 
approval and payment to contractors, DMH estimates it may pay CFAs of approximately 
$26 million to a maximum of $45 million (1/12th of the MCA) for the months of October 
and November 2005.  For December 2005, DMH anticipates cash flow to resume and 
estimates a maximum CFA of $11.6 million will be paid.  At no time will the monthly CFA 
exceed one-twelfth of the MCA nor will FY 2005-06 total disbursements by County to 
contract providers for CFAs and actual approved services exceed the FY 2005-06 
MCAs.  Attachment IV depicts DMH’s anticipated timeline for the processing and 
eventual payment of approved claims for the July through December 2005 service 
month claims. 
 
DMH currently has $16 million in approved claims that it will process in October 2005.  
This amount will reduce the CFA on a dollar-for-dollar basis for October, leaving a 
maximum CFA potential as stated previously.  Likewise, November and December 
CFAs will be reduced by the level of approved claims which are pending from the State.  
Monthly CFAs will be based on one-twelfth (1/12th) of the MCA less the amount of 


















































