
Request adoption of a resolution approving a Participation Agreement with the California Mental 
Health Services Authority, governed by a Joint Exercise of Powers Agreement, to participate in the 
multiyear State Hospital Bed Procurement Program, and Board approval to execute a Purchase of 
State Hospital Beds Memorandum of Understanding with the California Department of State 
Hospitals and the California Mental Health Services Authority for the purchase of State hospital 
beds.

SUBJECT

June 10, 2014

The Honorable Board of Supervisors
County of Los Angeles
383 Kenneth Hahn Hall of Administration
500 West Temple Street 
Los Angeles, California 90012
 
Dear Supervisors:

APPROVAL OF THE PARTICIPATION AGREEMENT WITH THE CALIFORNIA MENTAL HEALTH 
SERVICES AUTHORITY TO FUND THE MULTIYEAR STATE HOSPITAL BED PROCUREMENT 

PROGRAM 
AND

APPROVAL OF THE MEMORANDUM OF UNDERSTANDING 
FOR THE PURCHASE OF STATE HOSPITAL BEDS

(ALL SUPERVISORIAL DISTRICTS)
(3 VOTES)

IT IS RECOMMENDED THAT THE BOARD:

1.  Adopt and instruct the Chairman of your Board to sign and execute the attached resolution 
(Attachment I), authorizing the Chief Deputy Director of Mental Health (Chief Deputy Director) to sign 
the attached Participation Agreement (Agreement No. 99-2013SHB/LA) (Attachment II) with the 
California Mental Health Services Authority (CalMHSA), governed by CalMHSA's Joint Exercise of 
Powers Agreement, for Fiscal Years (FYs) 2013-14 through 2015-16, which authorizes CalMHSA to 
negotiate on behalf of participating counties the procurement of State hospital beds.  The 
Participation Agreement is funded by Sales Tax Realignment revenue for FY 2013-14 in the amount 
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of $185,000, and for FYs 2014-15 through 2015-16 in the amount of $269,000 per year.

2.  Authorize the Chief Deputy Director, or her designee, to sign a Purchase of State Hospital Beds 
Memorandum of Understanding (MOU) (in a form substantially similar to the Attachment III), with the 
California Department of State Hospitals (DSH) and CalMHSA, which going forward will replace the 
previous State Hospital Beds Purchase and Usage Agreement with DSH.

3.  Delegate authority to the Chief Deputy Director, or her designee, to sign future amendments or 
modifications to the CalMHSA Participation Agreement, including amendments that increase the 
Maximum Contract Amount (MCA) provided that: 1) the County’s total payment in any fiscal year 
does not exceed an increase of 10 percent from the applicable MCA which the Board is being asked 
to approve; 2) your Board has appropriated sufficient funds for all changes; 3) approval by County 
Counsel, or his designee, is obtained prior to any such amendment; and 4) the Chief Deputy 
Director, or her designee, notifies your Board and the Chief Executive Officer (CEO) of any such 
changes in writing within 30 days after execution of each amendment.

4.  Delegate authority to the Chief Deputy Director, or her designee, to sign future similar Purchase 
of State Hospital Beds MOUs with DSH and CalMHSA for the purchase of State hospital beds for 
FYs 2014-15 and 2015-16 on terms negotiated by CalMHSA, subject to the review and approval of 
County Counsel, or his designee, and the Chief Deputy Director, or her designee, notifies your Board 
and the CEO in writing within 30 days after execution of each MOU.

5.  Delegate authority to the Chief Deputy Director, or her designee, to sign amendments or 
modifications to the Purchase of State Hospital Beds MOU upon review and approval of County 
Counsel, or his designee, and the Chief Deputy Director, or her designee, notifies your Board and 
the CEO of any such changes at least 30 days after execution of any such amendments or 
modifications.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

Adoption of the resolution and execution of the CalMHSA Participation Agreement and MOU will 
enable DMH, through the Participation Agreement with CalMHSA, to join with other counties to 
provide one voice in negotiations with DSH regarding the use and cost of State hospital beds.  
Counties will reimburse CalMHSA at a rate of $3.68 per bed per day for administrative costs that 
include negotiating for services and rates and the development of alternative resources to State 
hospital beds.

In addition, delegated authority to amend the Participation Agreement with CalMHSA, including 
increasing the MCA, is requested in the event of increases in use of State hospital beds for the 
following:  1) County hospitals; 2) prisons; 3) jails; and 4) individuals currently housed on State penal 
code beds in State hospitals who convert to Lanterman-Petris-Short beds and become the 
responsibility of the County.

Section 17601 of the Welfare and Institutions Code (WIC) requires cities and counties to reimburse 
the State for their use of State hospital beds.  Sections 4330 through 4335 of the WIC provide for 
counties, including counties acting jointly, to contract with the DSH for use of State hospital facilities.  

CalMHSA is a joint powers authority under Government Code Section 6500 et seq. of counties and 
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cities with mental health programs and provides administrative and fiscal services in support of and 
addresses common interests in the administration of such programs.  Los Angeles County is a 
member county of CalMHSA.

Due to difficulties individual counties have had in negotiating favorable contracts with DSH for the 
use of State hospital beds and the lack of DSH responsiveness to individual county concerns, 
CalMHSA was identified as an entity with the ability to effectively negotiate and contract with DSH on 
behalf of interested counties for the use of such facilities.

The Los Angeles County’s annual budget for utilization of State hospital beds for FY 2013-14 is 
$48,568,873.  Counties are making a concerted effort to unite under one agency to negotiate 
together for State hospital beds rather than allowing the State to dictate contract and rate increases, 
which in the past the State has not been able to substantiate.

CalMHSA has negotiated a mutually acceptable contract between participating counties and DSH 
that includes: 1) determination of rates; 2) the right for the first time for counties to conduct audits; 3) 
indemnification by DSH; 4) the establishment of performance standards for quality/continuity of care; 
5) increased accessibility of beds; 6) establishment of an appropriate payment processing system 
between DSH and counties for guaranteed beds; and 7) the creation of a DSH database for counties 
to use that collectively will track bed usage by county, bed type, and State hospital to capture 
pertinent use and contract data so that counties can efficiently evaluate DSH hospital performance 
and contract compliance.

Board approval of the Participating Agreement and the Purchase of State Hospital Beds MOU will 
set in place a mutual understanding between DSH and CalMHSA as an administrative agent for 
participating counties for the purchase and use of beds at State hospitals for persons with mental 
disorders.

Implementation of Strategic Plan Goals
The recommended actions support the County’s Strategic Plan Goal 3, Integrated Services Delivery.

FISCAL IMPACT/FINANCING

The Participation Agreement with CalMHSA for FY 2013-14 is funded by Sales Tax Realignment 
revenue in the amount of $185,000, which is included in the FY 2013-14 DMH Final Adopted Budget. 
 Funding for future years will be requested through DMH’s annual process.

There is no net County cost impact associated with this action.  It is anticipated that joining with other 
counties in negotiations with DSH will result in significant cost savings for the County.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

Over the last year, with Los Angeles County as the lead county, participating counties have been 
working extensively to develop a comprehensive process in order to negotiate effectively with DSH 
for the use of State hospital beds.  Previously, the State Hospital Beds Purchase and Usage 
Agreement with DSH was essentially dictated by DSH with terms that were non-negotiable.  By 
utilizing and working through CalMHSA, these efforts have now resulted in the development of a 
Purchase of State Hospital Beds MOU for FY 2013-14, and the counties were able to avoid a rate 
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increase for FY 2013-14.  The MOU with DSH is retroactive and will govern State hospital bed 
purchases for FY 2013-14.  The MOU governs the use of the State hospital beds for County mental 
health consumers, under WIC Section 4330 et seq.

In recent years, counties and the California Mental Health Directors Association have had concerns 
stemming from how the State has handled State hospital bed management.  These concerns related 
to a lack of compliance with statutory notice periods, third party reimbursements, incomplete 
information about the setting of rates, challenges in the access to beds paid for by counties, 
overpayment or duplicate payment of bed days, issues of quality of care, concern about 
indemnification by the State, and difficulties for County personnel who must conduct oversight on the 
grounds of State hospitals.  Furthermore, DSH increased the average daily bed rate by 28 percent 
for FYs 2011-12 and 2012-13.  This trend of cost increases could not be sustained by counties 
procuring beds and alternative measures had to be considered.

Currently Los Angeles County pays the State $48,568,873 per year for bed use or on average $648 
per day which is offset by the State from Realignment funds.  CalMHSA will function as the 
intermediary between the counties and the State to ensure that contract requirements are negotiated 
and not dictated by DSH and that DSH adheres to the contractual terms on behalf of participating 
counties.

CalMHSA was formed in July 2009 for the purpose of jointly developing and funding mental health 
services and education programs on a Statewide, regional, or local basis.  CalMHSA provides a 
mechanism to facilitate the efficient use of resources for multiple counties by maximizing group 
purchasing power for product; jointly developing requests for proposals and establishing contracts 
with providers to accomplish mutual goal; reducing administrative overhead; centralizing compliance 
with reporting requirement; sharing research information and strategy; and negotiating cost-effective 
rates with various subcontractors Statewide.

Counties acting alone have been unsuccessful in negotiating with DSH.  CalMHSA is a viable entity 
for bringing the collective strength of its member counties together to effectively negotiate favorable 
terms with DSH to address fiscal, quality of care, and other concerns.

CalMHSA will act on behalf of member counties in the development of an annual joint purchase 
agreement with DSH for statewide utilization of State hospital beds, and will operationalize certain 
functions including fiscal accountability, ensuring quality of care, and development of alternatives to 
State hospitals.  The cost will be based solely on County bed usage at a rate of $3.68 per day per 
bed.  Currently, Los Angeles County utilizes approximately 220 beds per day.

Current CalMHSA County members are Butte, Calusa, Contra Costa, Fresno, Glenn, Imperial, Kern, 
Lake, Los Angeles, Madera, Marin, Modoc, Monterey, Orange, Placer, Riverside, Sacramento, San 
Bernardino, San Luis Obispo, Santa Clara, Santa Cruz, Solano, Sonoma, Stanislaus, Sutter/Yuba, 
Trinity, Ventura, and Yolo.

The Purchase of State Hospital Beds MOU is for FY 2013-14, as is the Participation Agreement, 
which is required to authorize CalMHSA to negotiate on behalf of the County State hospital beds for 
County mental health consumers, under WIC Section 4100 et seq. WIC Section 4330 requires 
counties to reimburse the State for use of State hospital beds.

The Participation Agreement and the MOU have been reviewed and approved by County Counsel.

The Director of Mental Health currently serves on the Board of Directors of CalMHSA Joint Exercise 
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of Powers Agreement, but he is not compensated and does not benefit financially in any way from 
serving in that position.  In addition, the Director did not participate in the approval process for this 
Participation Agreement with CalMHSA.  County Counsel has advised that the conflict of interest 
laws, therefore, do not preclude the County from entering into an agreement with CalMHSA.

CONTRACTING PROCESS

On May 11, 2010, your Board authorized DMH to sign the CalMHSA Joint Exercise of Powers 
Agreement in order to jointly exercise powers with other participating counties and cities, who are 
members of CalMHSA, for the purpose of jointly developing and funding mental health services and 
education programs on a Statewide, regional, or local basis.  The recommended actions would 
enable DMH to utilize CalMHSA to negotiate for the use of State hospital beds and authorize 
execution of the Purchase of State Hospital Beds MOU.

Because statutory authority permits counties acting singly or in combination with other counties to 
contract with DSH for State hospital beds, DMH did not advertise or solicit other entities to perform 
the services that CalMHSA will be performing under the Participation Agreement.

IMPACT ON CURRENT SERVICES (OR PROJECTS)

These actions will enable DMH to negotiate effectively through CalMHSA with DSH for the use and 
purchase of State hospital beds.  It is anticipated that this will result in quality of care improvements 
for Los Angeles County residents in State hospitals and significant cost savings to the County.

CONCLUSION

DMH will need three original executed resolutions.  It is requested that the Executive Officer of the 
Board notify DMH Contracts Development and Administration Division at 
(213) 738-4684 when the documents are available.
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Robin Kay, Ph.D
Chief Deputy Director

Enclosures

c: Chief Executive Officer
County Counsel
Executive Officer, Board of Supervisors
Chairperson, Mental Health Commission

Respectfully submitted,

RK:MM:jn
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