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PURPOSE

This is to inform counties of the conditions under which they may access the State General Fund (SGF) 
contingency reserve for Drug Medi-Cal (DMC) services. 

DISCUSSION

The Department continues to maintain a SGF contingency reserve to meet costs that exceed the amount budgeted 
for alcohol and other drugs (AOD) treatment services for Medi-Cal eligible persons. 

A county may access the reserve fund if either: 

• all allocated SGF dollars have been expended for DMC services and there is a further need for DMC 
services during the current fiscal year; or, 

• the additional demand for services is due to unanticipated growth in the utilization of DMC services 
because one or more providers established a DMC-certified AOD treatment program in the county after the 
county had submitted its most recent budget to the Department. 

Unanticipated growth does not include current providers' service expansions, rate increases, or other known 
factors that should be included in a county's budget. If the county did not include anticipated growth in its budget, 
the county must amend its contract to transfer non-DMC SGF funds to DMC services. 

The Department may access the contingency reserve fund on behalf of a county if the interim cost report 
settlement indicates costs in excess of the amount identified for DMC services and all other SGF dollars allocated 
to the county have been expended. 
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Fiscal Year 1998-99 County Contract for DMC Substance Abuse Treatment Services, 
Part II, Article IV (Fiscal Provisions) 

HISTORY

In 1994, the Sobky vs. Smoley lawsuit resulted in the federal court ordering the Department of Alcohol and Drug 
Programs and the counties to discontinue limiting Medi-Cal clients' access to DMC treatment services due to fiscal 
constraints. This action led the Department to revise its DMC accessibility and statewideness policies in the 
following manner: 

• consistent with Legislative intent, the first priority for expenditure of SGF dollars became services to 
Medi-Cal eligible persons, including minor consent youth, and  

• any DMC-certified provider can offer DMC services and receive reimbursement for those services. 

Fiscal Year 1994-95 was the transition year for the implementation of the Sobky decision. To ensure that counties 
had adequate SGF dollars to meet the demand for DMC services, the Department maintained a contingency 
reserve as part of the allocation methodology to cover DMC costs should they exceed the amounts projected by 
counties. 

QUESTIONS/MAINTENANCE

Please direct questions regarding the SGF contingency reserve fund for DMC services and potential amendments 
to your DMC contract to the Contracts Management Branch analyst assigned to your county by calling (916) 323-
1872. 
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