
Request approval to renew Contract Allowable Rate - Fee-for-Service Medi-Cal Acute Psychiatric 
Inpatient Hospital Services Agreements to allow uninterrupted, medically-necessary acute 
psychiatric inpatient hospital and administrative day services to Medi-Cal eligible clients, and 
Psychiatric Outreach Team Diversion Program services to indigent clients.   

SUBJECT

June 01, 2010

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 TO RENEW MENTAL HEALTH SERVICES AGREEMENTS WITH 26 FEE-FOR-
SERVICE MEDI-CAL ACUTE PSYCHIATRIC INPATIENT HOSPITALS AND ONE UNIQUE FEE-

FOR-SERVICE MEDI-CAL ACUTE PSYCHIATRIC INPATIENT HOSPITAL
(ALL SUPERVISORIAL DISTRICTS)

(3 VOTES)

IT IS RECOMMENDED THAT YOUR BOARD:

1. Approve and authorize the Director of Mental Health, or his designee, to prepare, sign, and 
execute renewals of 26 Contract Allowable Rate - Fee-for-Service (FFS) Medi-Cal Acute Psychiatric 
Inpatient Hospital (Hospital) Services Agreements (Attachment A) and one unique FFS Hospital 
Services Agreement (Attachments B)  for Fiscal Years (FYs) 2010-11, 2011-12, 2012-13, 2013-14 
and 2014-15 for the provision of acute psychiatric inpatient hospital, administrative day, as well as 
Psychiatric Outreach Team Diversion Program (PDP) services.  The term of each FFS Hospital 
Services Agreement (total of 27) will be effective July 1, 2010 through June 30, 2011, with a 
provision for four one-year renewal periods.  The estimated cost of these FFS Hospitals is 
$28,119,609 annually, and the estimated cost of the PDP services is $1,085,700.

2. Delegate authority to the Director of Mental Health, or his designee, to prepare, sign, and execute 
future agreements, similar in format to Attachment A,  with qualified FFS Hospitals that conform to all 
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applicable County of Los Angeles Department of Mental Health (DMH) policies and procedures for 
FFS acute psychiatric inpatient hospital services, provided that: 1) your Board has appropriated 
sufficient funds for the new agreements; 2) approval of County Counsel and the Chief Executive 
Officer (CEO), or their designees, is obtained prior to execution of new agreements; and 3) the 
Director of Mental Health, or his designee, notifies your Board in writing within 30 days of execution 
of each new agreement.

3. Delegate authority to the Director of Mental Health, or his designee, to prepare, sign, and execute 
amendments to the Agreements, including PDP Amendments (similar to Attachment C), provided 
that: 1) the contract allowable rates under each Agreement for each fiscal year does not exceed an 
increase of 20 percent from the last Board approved contracted rates; 2) any such increase will be 
used to provide additional services or to reflect program and/or policy changes; 3) your Board has 
appropriated sufficient funds for all changes; 4) approval of County Counsel and the CEO, or their 
designees, is obtained prior to any such amendment; 5) the parties may, by written amendment, 
mutually agree to reduce programs or services; and 6) the Director of Mental Health, or his designee, 
notifies your Board of Agreement changes in writing within 30 days after execution of each 
amendment. 

4. Delegate authority to the Director of Mental Health, or his designee, to terminate FFS Hospital 
Services Agreements upon the receipt of a written termination or change of ownership request.  The 
Director of Mental Health will notify your Board in writing of such terminations within 30 days after 
execution of each termination.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

Board approval is required to renew these 27 FFS Hospital Services Agreements which will expire 
on June 30, 2010.  Renewing these agreements will allow for uninterrupted, medically-necessary 
acute psychiatric inpatient and administrative day services for severely mentally ill clients who reside 
throughout the County of Los Angeles.  

In addition, the execution of the PDP Amendments will allow DMH to provide acute psychiatric 
inpatient services for uninsured individuals who are in need of involuntary hospitalization when 
Department of Health Services (DHS) Psychiatric Emergency Services (PES) are operating at full 
capacity.  The PDP is a critical component of the Additional Plan for the Relief of County Hospital 
PES approved by your Board on July 7, 2005.

Implementation of Strategic Plan Goals

The recommended actions are consistent with the County’s Strategic Plan Goal 1, Operational 
Effectiveness, and Goal 4, Health and Mental Health.

FISCAL IMPACT/FINANCING

There will be no increase in net County cost.

The estimated cost of the FY 2010-11 FFS Hospital Services Agreements is $28,119,609, fully 
funded by the State Managed Care allocation.  The estimated cost of the FY 2010-11 PDP 
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Amendments is $1,085,700, which is funded by the Homeless Prevention Initiative net County cost.  
The funding for the FFS Hospital Services Agreements and the PDP Amendments is included in 
DMH’s FY 2010-11 Proposed Budget.

Funding for future fiscal years will be requested through DMH’s annual budget process.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

The 27 FFS Hospital Services Agreements are with Medi-Cal certified hospitals that provide acute 
psychiatric inpatient hospital and administrative day services to Medi-Cal eligible beneficiaries within 
the County of Los Angeles.  DMH reimburses FFS Hospitals for acute psychiatric inpatient services 
based on a negotiated rate.  The administrative day rate is established by the State Department of 
Mental Health.  Furthermore, these FFS Hospitals will not be authorized to utilize or arrange for 
mobile 5150 assessment personnel or processes outside the confines of their facilities without the 
written consent of the Director of Mental Health, or his designee.  This is to ensure that FFS 
hospitals do not operate their own Psychiatric Emergency Teams without approval by DMH.

Under these FFS Hospital Services Agreements, all clients (who are Medi-Cal beneficiaries) are 
rendered services and are billed based on contract allowable rates per day (Attachment D).  All 
services provided are subject to the Treatment Authorization Request review process prior to 
authorization of payment. 

Additionally, participating PDP Hospitals are certified to provide FFS Medi-Cal services and have 
Lanterman-Petris-Short (LPS) designation for involuntary treatment.  As participants in the PDP, FFS 
Hospitals provide acute hospital inpatient services for uninsured individuals who, by authority of the 
DMH Countywide Resource Management, are placed on involuntary holds by DMH field response.  
Providers are reimbursed for acute and administrative inpatient bed-days based on a standard 
negotiated case rate, plus applicable daily rates.  A contract with DMH is required for PDP 
reimbursement. The PDP program enables DMH to authorize up to 330 admissions annually at 
private hospitals strategically located throughout the County of Los Angeles when the DHS PES are 
operating at capacity.   
     
The FFS Hospital Services Agreements and the PDP Amendment formats have been approved as to 
form by County Counsel. The CEO has reviewed the proposed actions.  Clinical and administrative 
staff of DMH will continue to administer and supervise the Agreements to ensure quality services are 
provided to clients, and ensure that Agreement provisions and Departmental policies are followed.  

The FFS Hospital Services Agreement format includes new mandated provisions on Contractor’s 
Warranty of Compliance with County’s Defaulted Property Tax Reduction Program and Termination 
for Breach of Warranty to Maintain Compliance with County’s Defaulted Property Tax Reduction 
Program.  It also includes revised provisions on Force Majeure, Attestation of Willingness to 
Consider Greater Avenues for Independence/General Relief Opportunities for Work Participants, 
Local Small Business Enterprise Preference Program (as shown in Attachment E), Indemnification 
and Insurance Coverage, Immediate Termination by County, County’s Quality Assurance Plan, 
Health Insurance Portability and Accountability Act, Delegation and Assignment by Contractor, 
Contractor Responsibility and Debarment, and Nondiscrimination in Employment.
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CONTRACTING PROCESS

Board approval will authorize DMH to renew 27 FFS Hospital Services Agreements with the existing 
FFS Hospitals (as listed in Attachment D).  These existing FFS Hospitals are Medi-Cal certified and 
conform to all applicable DMH policies and procedures. 

Upon signing the FFS Hospital Services Agreements, these FFS Hospitals will become eligible to 
provide psychiatric inpatient hospital and administrative day services at the daily contract allowable 
rates.  These FFS Hospitals will also be given an opportunity to participate in the PDP through an 
amendment to their FFS Hospital Services Agreements. 

IMPACT ON CURRENT SERVICES (OR PROJECTS)

The renewal of these 27 FFS Hospital Services Agreements will allow continued and uninterrupted 
medically necessary acute psychiatric inpatient hospital and administrative day services to severely 
mentally ill clients who are Medi-Cal eligible beneficiaries residing throughout the County of Los 
Angeles.

Respectfully submitted,

MARVIN J. SOUTHARD, D.S.W.

Director

MJS:RS:PW:RK

Enclosures

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