California Mental Health Service Authority

FINANCE COMMITTEE TELECONFERENCE
AGENDA
July 30, 2012
11:00 am – 12:00 pm
Dial‐in Number: 877‐339‐2412
Access Code: 2250381321
George Hills Company
3043 Gold Canal Drive, Suite 200
Rancho Cordova, CA 95670
Los Angeles County Mental Health
550 S. Vermont Avenue, 10th Floor
Los Angeles, CA 90020

Sutter/Yuba Mental Health Services
Glenn County Health Services Agency
242 North Villa Avenue
1965 Live Oak Blvd.
Willows, CA 95988
Yuba City, CA 95992
San Bernardino County Administrative Services Butte County Mental Health Services
268 West Hospitality Lane, Suite 400
109 Parmac Road, Suite 2
San Bernardino, CA 92415
Chico, CA 95926‐2218

The Finance Committee welcomes and encourages public participation in its meetings. Following each item, time is reserved for
members of the public to address the Committee. Items not on the agenda are reserved for the end of the meeting.
Comments will be limited to three minutes per person and twenty minutes total. When it appears there are several members of the
public wishing to address the Committee on a specific item, at the outset of the item, the Committee Chair may announce the
maximum amount of time that will be allowed for presentation of testimony on that item.

1. Call to Order
2. Roll Call & Public Comment Instruction
3. Approval of the Agenda as Posted (Or Amended)
4. Consent Calendar
 Minutes from the May 21, 2012 Finance Committee Teleconference
 Adopted Budget, June 30, 2013
Recommendation: Approval of the consent calendar.

2
3
7

5. CalMHSA Treasurer’s Report as of June 30, 2012
Recommendation: Approval of the Treasurer’s Report as of June 30, 2012 for
presentation at the August 9, 2012 Board of Directors Meeting.

14

6. CalMHSA Investment Update
Recommendation: None, information only.

17

7. CalMHSA Statewide PEI Implementation Work Plan Update
Recommendation: None, information only.

28

8. CalMHSA Financial Audit for June 30, 2012, 2013 and 2014
Recommendation: None, information only.

35

9. CalMHSA Indirect Rate Discussion
Recommendation: Discussion and/or action as deemed appropriate.

41

10. Finance Committee Calendar, Fiscal Year 2012‐13
Recommendation: Approval of a Finance Committee Calendar, Fiscal Year 2012‐13.

43

11. Discussion on Statewide Hospital Beds
Recommendation: Discussion and/or action as deemed appropriate.

45

12. General Public Comment
13. Closing Comments
14. Adjournment
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CalMHSA JPA
Finance Committee Teleconference
July 30, 2012

Agenda Item 4
SUBJECT:

Consent Calendar

BACKGROUND AND STATUS:
The minutes of the previous meeting require approval or acceptance and require no additional
discussion. If the Committee would like to make a correction to the meeting minutes, they may do
so at the time of request for approval.
•

Minutes from the May 21, 2012 Finance Committee Teleconference

•

Adopted Budget June 30, 2013

RECOMMENDATION:
Approval of the consent calendar.
REFERENCE MATERIAL(S) ATTACHED:
•

Minutes from the May 21, 2012 Finance Committee Teleconference

•

Annual Revenue and Expenditure Report – Adopted Budget June 30, 2013
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CalMHSA Finance Committee Teleconference Minutes
May 21, 2012
page 2
Action:

Approval of Finance Ad Hoc Committee January 23, 2012
teleconference minutes as presented.

Motion:
Second:

Scott Gruendl, Chair, Glenn County
William Arroyo, Los Angeles County

Motion passed with one abstention from Tom Sherry, Sutter/Yuba Counties.
1. Committee Chair Gruendl called upon Kim Santin, CalMHSA Finance Director, to give
an overview of the Committee. Kim Santin welcomed everyone and reminded the
committee that the Finance Committee is now a standing committee. Ms. Santin also
welcomed all members and new participants to the Committee were given
orientation packets. The voting members consist of 3 CalMHSA Board Members, 2
Chief Financial Officers, and Chair of the Committee (CalMHSA Treasurer).
2. CalMHSA Third Quarter Financial Statement as of March 31, 2012
Committee Chair Gruendl called on Kim Santin, CalMHSA Finance Director, to give an
overview of the Third Quarter Financial Statement. Ms. Santin referred to the
balance sheet, stating up through December 2011, all assets were in cash. Starting
from third quarter, $91 million was moved from cash into various investments,
managed by Morgan Stanley Smith Barney. $29,366,246 is going to mature from 0-1
year, and $61,544,101 is going to mature over 1 year. Accounts Payable has
increased because of increased activities with Program Partners in the quarter. The
$2,662,730 is estimated based on the estimated invoices.
$4 million was expended for Program Partners and administration of CalMHSA.
Contra Costa WET Program funding amount of $155,220 will be held as liability until
the next fiscal year for administrative purposes.
Action:

Approval of the Third Quarter Financial Statement as of March
31, 2012

Motion:
Second:

Amy Wilner, Butte County
Tanya Bratton, San Bernardino County

Motion passed with one abstention from Tom Sherry, Sutter/Yuba Counties.
3. CalMHSA Treasurer’s Report as of March 31, 2012
Committee Chair Gruendl called on Kim Santin, CalMHSA Finance Director, to provide
a review of the report. Ms. Santin stated the Treasurer’s report will be included in the
Board Meeting packet. Ms. Santin referred to the Balance, Market Value, and the
Effective Yield on the report as well as stating the current list of investments
CalMHSA’s funds are invested in. Market value of the investments is pulled from the
Morgan Stanley Smith Barney account summaries and fluctuates daily.
The investments are broken down into what type of investment instruments. Ms.
Santin also stated the two charts included in the agenda describe the summaries of
the investment portfolio and the maturities of those investments. The in-depth report
will be given by Morgan Stanley Smith Barney.
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CalMHSA Finance Committee Teleconference Minutes
May 21, 2012
page 3
Action:

Approval of the Treasurer’s Report as of March 31, 2012 for
presentation at the June 14, 2012 Board of Directors Meeting.

Motion:
Second:

William Arroyo, Los Angeles County
Scott Gruendl, Chair, Glenn County

Motion passed with one abstention from Tom Sherry, Sutter/Yuba Counties.
4. CalMHSA Investment Update
Committee Chair Gruendl called on John Liddle from Morgan Stanley Smith Barney
(MSSB) to give the Committee an update as well as an overview of the CalMHSA
investments managed by Public Financial Management (PFM). Mr. Liddle stated the
portfolio is made up of bonds only, the value of which will rise when interest rates
decrease. Mr. Liddle also stated that the Federal Reserve is currently intending to
hold short term interest rates at their current levels. Given that, the portfolio should
not be adversely affected by rising interest rates in the next year of two.
Mr. Liddle gave a detailed overview of the Quarterly Treasurer’s Report, emphasizing
the fact of daily fluctuation of interest rates as well as stating that at the end of the
investment period, the principle will be returned, as well as the interest earned. Mr.
Liddle reviewed with the Committee an Account Executive Summary, which shows
Investment Returns and Portfolio Characteristics. Mr. Liddle stated 18% of the
investments are in corporate bonds, and are currently the best performers.
William Arroyo from Los Angeles County asked about the Year to Date (YTD)
Unrealized Gains and Losses. Mr. Liddle from MSSB stated the YTD was looking at
the Original Value subtracted from the Market Value, but this would be pertinent for
only the date that the report was posted.
5. CalMHSA 2012/2013 Budget
Committee Chair Gruendl called on Kim Santin, CalMHSA Finance Director to outline
the budget for the Committee. Ms. Santin stated the budget has gone out to Board
members 45 days prior to the June 14, 2012 meeting. Ms. Santin reviewed the PEI
Implementation Work Plan, stating the First Amendment has given the PEI Initiatives
an additional $8.1 million on top of the $136.2 million, which gives a total of $144.4
million of funds. Ms. Santin reminded the Committee that the expenses are on an
incurred basis and the revenues are recorded when received.
Ms. Santin presented the proposed June 2013 budget, stating that it was estimated
and based upon the estimated June 2012 Revenue and Expenditure Report, the
month of June being estimated based on the first three quarters of the current fiscal
year. The total unexpended funds available from prior fiscal years is estimated to be
$113,508,992, total deposits to CalMHSA is estimated to be $1,823,400, and the
total expenditures are expected to be $62,883,278. The remaining funds of
$48,033,050 is expected to be carried over to the next fiscal year.
William Arroyo from Los Angeles County asked about the estimated time of the
approval of the second amendment. John Chaquica, Executive Director, responded,
stating CalMHSA has planning dollars that will not be spent through June 2014.
Some programs are currently not expending their funds as fast as expected, so they
are being given some time to catch up to where they should be. Ann Collentine,
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CalMHSA Finance Committee Teleconference Minutes
May 21, 2012
page 4
CalMHSA Program Director, also commented, stating there will be criteria that will be
used to make determinations as to which programs would be eligible for funds. The
list of criteria to make those decisions will go to the Advisory Committee on July 12,
2012.
Action:

Approval of the CalMHSA Proposed Budget June 30, 2013 for
presentation at the June 14, 2012 Board of Directors Meeting.

Motion:
Second:

Tanya, Bratton, San Bernardino County
William Arroyo, Los Angeles County

Motion passed with one abstention from Tom Sherry, Sutter/Yuba Counties.
Committee Chair Gruendl asked the Committee if there would be an established meeting
schedule for this committee. Kim Santin, CalMHSA Finance Director, answered, stating that
there could be an established meeting schedule prior to Board meetings.
The call was adjourned at 4:11 p.m. by Committee Chair Gruendl.
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California Mental Health Services Authority
Annual Revenue and Expenditure Report ‐ Adopted Budget
June 30, 2013
(A)

(B)

(C)
Adopted Budget

(E)
Proposed
Budget

(G)

Actual

(D)
Estimated
Actual

(F)

Estimated

Estimated

Estimated

Sum of
(B) (D) (E) (F) (G)

6/30/2011

6/30/2011

6/30/2012

6/30/2012

6/30/2013

6/30/2014

6/30/2015

Total

Unexpended Funds Available from Prior Fiscal Years
Technical Assist/Capacity Building Unexpended Funds
MHSA Program Unexpended Funds
MHSA Community Planning Unexpended Funds
WET Program Funds
Interest Earnings

-

303,572
88,849,910
2,787,370

295,572
83,162,375
2,742,608

91,940,852

1,702,630

2,579,550

-

Total Unexpended Funds Available from Prior Fiscal Years

-

108,314

109,125,800
3,869,658
155,220
358,314

45,974,736
500,000
1,558,314

86,308,869

113,508,992

48,033,050

5,486,262
2,074,314
7,560,576

-

Deposits to CalMHSA Funds during Fiscal Year
Technical Assist/Capacity Building Funds
Phase I - PEI Statewide Planning Funds (5%)
Phase I - PEI Statewide Planning Funds (5%) transfer to Program Funds

339,612

339,612

5,107,890

4,640,125

229,600

623,400 (3)

1,192,612
7,219,675
(2,869,658)

(2,869,658)

Phase I - PEI Planning $ Total

4,350,017

Phase II - PEI Statewide Program Funds
Phase II - PEI Statewide Program Funds - Additional Funds from Planning
Phase II - PEI Statewide Program Funds

97,049,910

88,162,375

32,349,969

49,011,450

137,173,825
2,869,658
140,043,483

2,869,658

Fiduciary Program Management Wet Program
Interest Income

108,314

Total Deposits to CalMHSA

102,497,412

93,250,426

34,052,599

155,220
250,000

1,200,000

516,000

25,686

52,225,820

1,823,400

516,000

25,686

155,220 (4)
2,100,000
147,841,332

Expenditures
Technical Assist/Capacity Building

36,040

44,040

303,573

525,172

623,400

Phase I - PEI Statewide Planning (5%) - Expenditures
Phase I - Planning Funds Transfer to Program Funds

2,320,520

1,897,517

2,380,000

1,452,500

500,000

500,000

4,350,017 (1)

Phase II - PEI Statewide Program - Expenditures
Phase II - PEI Statewide Program - Expenditures - Transferred from Planning
Phase II - PEI Program Expenditures

2,500,000

40,000,000

12,937,941

54,100,000
2,869,658
56,969,658

36,053,474

103,091,415 (1)
2,869,658 (1)
105,961,073

200,000

2,500,000

2,143,250

2,000,000

4,486,267

5,200,000
50,383,573

543,453
17,602,316

2,200,000
147,720
7,500
2,435,000
62,883,278

2,435,000
40,988,474

1,000,000
5,486,267

Evaluation
WET Program Expenditures
General and Administrative - Wet Program
General and Administrative - PEI

500,000
5,556,560

Total Expenditures

1,941,557

1,192,612

10,829,517
147,720
7,500
6,413,453
128,901,892

(1)
(4)
(4)
(1)

General and Administrative - PEI Directed to Future Programs

4,416,064

Contributions to Operating Reserve

5,000,000

5,000,000

5,000,000

7,423,381

91,940,852

86,308,869

70,609,878

113,508,992

4,416,059

-

-

12,423,381
16,839,440 (1),(2),(5)

Total Operating Reserve
Total Unexpended Funds
Assumptions:
(1)

48,033,050

7,560,576

2,100,000

Sum of these lines is $144,393,500 which is the total of the Phase I and II funding as submitted to MHOAC for the Work Plan ($136,210,400) and Amendment #1 ($8,183,100). Expenditures for 2013 are
based on the assumption of expenditures at 75% of total funding.

(2)

For the proposed budget as of June 30, 2013 the Operating Reserve has not been budgeted for allocation or expenditure to other categories.

(3)

Based on participation indicated for future years as follows:
Placer
21,000
Los Angeles
600,000
Modoc
2,400
623,400
Additional counties may participate.

(4)

2,099,995

Contra Costa County has contracted with CalMHSA to provide the Fiduciary duties for their program.
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CalMHSA
General & Administrative Expense - PEI
Fiscal Years 2013 & 2014 Estimate

General and Administrative Expenses

2013
Indirect

General Management
Other Contract Services
Legal Services
Financial Audit
Insurance
Meetings:
Stakeholder Participation
Meetings
Statewide Panel of Subject Matter Experts
Statewide Coordination Group
Member Services
Investment Management
Web Site & CalMatrix
Travel & Lodging
Marketing/PR Materials
Miscellaneous

Total General and Administrative Expenses
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2014
Indirect

1,200,000
500,000
120,000
15,000
50,000

1,200,000
500,000
120,000
15,000
50,000

25,000
100,000

25,000
100,000

75,000
100,000
30,000
50,000
50,000
120,000
2,435,000

75,000
100,000
30,000
50,000
50,000
120,000
2,435,000

Total
2,400,000
1,000,000
240,000
30,000
100,000
50,000
200,000
150,000
200,000
60,000
100,000
100,000
240,000
4,870,000

CalMHSA Budget Narrative
Background
The CalMHSA June 30, 2013 Annual Revenue and Expenditure Report – Adopted Budget has been
developed based on the PEI Statewide Program Funding Request – Budget form – Enclosure F, Appendix
1 of the CalMHSA Statewide Implementation Plan, the addendum to the implementation plan approved
by MHSOAC on January 27, 2011, and the First Amendment to the CalMHSA Statewide Implementation
Work Plan approved on March 23, 2012.
The June 30, 2013 budget presents the current operations of CalMHSA. The current operations
presented in this budget are:





Training/Technical Assistance and Capacity Building
PEI Statewide Programs – Phase I – PEI Statewide Planning (5%)
PEI Statewide Programs – Phase II – PEI Statewide Program Implementation
Workforce Education and Training (WET) – Program Administration

CalMHSA, at time of approval of the plan, had projected participation of counties. The June 30, 2013
budget continues to be based on these participation projections and projected funding. The summary
detail is as follows:
PEI Statewide Program Total Projected Funding:

Phase I – Planning Funds

Implementation
Plan
$6,810,520

Phase II – Program Funds

129,399,879

7,773,946

137,173,825

$136,210,399

$8,183,100

$144,393,500

Total

March 23, 2012
First Amendment
$409,155

Total
$7,219,675

Budget Notes
1. By June 30, 2012 we anticipate total funds received by CalMHSA are as follows:
Training/Technical Assistance and Capacity Building Funds
Phase I – PEI Statewide Planning Funds
Phase II – PEI Statewide Program Funds (3 years of the 4 year estimated
program funds of $129,399,879)
Workforce Education and Training – Program Administration
Interest Earnings

$569,212
155,220
7,219,675
137,173,825
358,314

Total funds projected to be received by June 30, 2012
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$145,476,246

2. CalMHSA has projected the unexpended funds to be carried over to the Budget of Annual
Revenue and Expenditures as of June 30, 2012 to be $113,508,992.
Training/Technical Assistance and Capacity Building Funds

$0

Phase I – PEI Statewide Planning Funds

3,869,658

Phase II – PEI Statewide Program Funds (3 years of the 4 year estimated
program funds of $129,399,879)

109,125,800

Workforce Education and Training – Program Administration

155,220

Interest Earnings

358,314

Total funds projected to be carried to budget year ended June 30, 2013

$113,508,992

3. Deposits to CalMHSA during June 30, 2013 are estimated as:
Training/Technical Assistance and Capacity Building Funds

$623,400

Interest Earnings

$1,200,000

Total estimated deposits as of June 30, 2013

$1,823,400

4. Expenditures for June 30, 2013 have been estimated based on anticipated payout of the budget
approved with the implementation plan:
Total Approval in
PEI Statewide
Implementation
Work Plan and
First Amendment

Estimated
Expenditures
June 30, 2012

Estimated
Expenditures June
30, 2013

Training/Technical Assistance
and Capacity Building Funds

N/A

$525,172

$623,400

Workforce Education and
Training Program

N/A

0

155,220

Phase I – PEI Statewide
Planning Funds

7,219,675

1,452,500

500,000

Phase II – PEI Statewide
Program Funds

103,091,713

12,937,941

56,969,658

Evaluation

10,829,513

2,143,250

2,200,000

General and Administrative

10,829,513

543,453

2,435,000

17,602,316

62,883,278

Subtotal
Contribution to Operating
Reserve

12,423,386
Total

$144,393,470
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5. CalMHSA will comply with the DMH Guidelines for PEI Statewide Programs in managing and
contracting costs for indirect admin expenses as disclosed on page 3 of the budget package.
Some indirect expenses to note are:


Legal Expenses – CalMHSA has retained legal services to provide counsel to the board
and support of the governing documents. Legal services will decrease for fiscal year
ended 2013 due to negotiations of contracts related to execution of the Implementation
Plan.



Meeting Expenses – CalMHSA is governed by a Board of Directors and has established
standing committees and must conduct public meetings to carry out the regular
business of the JPA. Conference attendance is also integral to the members maintaining
and updating knowledge in Mental Health Services. The JPA currently has 34 members.
CalMHSA has provided iPads to distribute the agendas to members electronically. At the
last board meeting, only five paper copies of the agenda were distributed.

6. See page 3 of budget package for detail of estimated general administration expenses.
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CalMHSA JPA
Finance Committee Teleconference
July 30, 2012

Agenda Item 5
SUBJECT:

CalMHSA Treasurer’s Report as of June 30, 2012

BACKGROUND AND STATUS:
The Finance Committee will review and discuss the Treasurer’s Report as of June 30, 2012. Upon
committee approval, the report will be presented for approval at the August 9, 2012 Board of
Directors Meeting.
RECOMMENDATION:
Approval of the Treasurer’s Report as of June 30, 2012 for presentation at the August 9, 2012 Board
of Directors Meeting.
REFERENCE MATERIALS ATTACHED:
•

CalMHSA Treasurer’s Report as of June 30, 2012
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Total Cash Portfolio Dollars – June 30, 2012
Summary of Investment Portfolio
Investment Policy Objectives

$54,252
0%

$359,142 , 0%

• Safety of Principal

Short term instruments

• Meeting Liquidity Needs

Corporate bonds

• Rate of Return
$38,913,540
30%

$29,399,596
23%

Government & GSE(*) Bonds
MSSB Money Fund
LAIF

$16,148,243
12%
$468,668
0%

CB&T Checking
Accrued Interest

$45,151,555
35%

Total Cash and Investments $130,494,996
1

1

Compassion. Action. Change.
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Total Cash Portfolio Dollars – June 30, 2012
Summary of Maturities
2-3 years
$8,869,284
(9.78%)

0-1 year
$34,301,846
(37.82%)

1-2 years
$47,528,264
(52.4%)

Total Cash and Investments $90,699,394
2

2

Compassion. Action. Change.
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CalMHSA JPA
Finance Committee Teleconference
July 30, 2012

Agenda Item 6
SUBJECT:

CalMHSA Investment Update

BACKGROUND AND STATUS:
John Liddle, Morgan Stanley Smith Barney, will present an update on the CalMHSA investments
being managed by Public Financial Management (PFM). PFM was selected as CalMHSA’s
investment manager at the December 15, 2011 Board of Directors meeting. MSSB reviews PFM’s
performance and stability on an ongoing basis. While meeting CalMHSA’s cash flow needs, PFM is
tasked with:
1. Maintaining safety of principle
2. Meeting liquidity need
3. Meeting market rate of return
4. Investing according to the CalMHSA Investment Policy
The liquidity requirements communicated to PFM are as follows:
2012

LAIF monies ($45M)

2013

$5M/month available

2014

$3M/month available, with all remaining funds available on July 1, 2014

RECOMMENDATION:
None, information only.
REFERENCE MATERIALS ATTACHED:
•

Account – Executive Summary
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Q2
2012

Capital Markets Overview

Introduction


In the second quarter, equities retreated from their first quarter advances as investors reassessed the impact of the European financial crisis on global
economic growth.



The Dow Jones Industrial Average was down 1.9% for the second quarter. The NASDAQ Composite was down 5.1% for the quarter, while the S&P 500 fell
2.8% in the same period.



Six out of the 10 sectors of the S&P 500 fell in the second quarter. Telecommunication Services fared the best, with a 14.1% uptick. Utilities rose 6.6% and
Consumer Staples rose 2.9%. Information Technology and Financials were the laggards, falling 6.7% and 6.8%, respectively.



With Europe in a recession and slowing worldwide economic growth, fiscal concerns weighed on global growth expectations.



Both Morgan Stanley and Citi economists have lowered global growth expectations for 2012 to 3.5% and 3.0%, respectively, with about 80% of growth
coming from emerging market economies.



U.S. economic growth is expected by both firms to be 2.1% in 2012.



The Dow Jones-UBS Commodity index has fallen 3.7% since the start of 2012. Recognizing that Europe may weigh on global growth and thus weaken
demand, commodity prices declined significantly in the second quarter.



Mergers-and-acquisitions activity remained slow in the second quarter. Global M&A volume for the quarter totaled $613.5 billion, down 14% from the year
prior. Deal activity has been depressed by concerns over the European financial crisis and slack economic recovery in the U.S.

Please refer to important information, disclosures and qualifications at the end of this material.
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1

The U.S. Economy


In its June 28 update, the Department of Commerce estimated that Gross Domestic Product grew at an annual rate of 1.9% in the first quarter of 2012, in
comparison to 3.0% in the fourth quarter of 2011. Both Morgan Stanley and Citi economists forecast that U.S. GDP will grow 2.1% in 2012.



For the quarter, the seasonally adjusted unemployment rate rose from 8.1% for April to 8.2% for June. Job gains in the quarter took place in professional and
business services. The unemployment rate (8.2%) and the number of unemployed persons (12.7 million) changed little in June. The number of long-term
unemployed (5.4 million) was unchanged in June.



According to the most recent estimate from the Commerce Department, corporate profits fell 0.3% between the fourth quarter of 2011 and the first quarter of
2012, and rose 5.5% between the first quarter of 2011 and the first quarter of 2012.



Inflation remained low in the U.S. According to the Bureau of Labor Statistics, the seasonally adjusted Consumer Price Index remained flat in April 2012 and
fell 0.3% in May 2012. Morgan Stanley economists expect a 1.9% inflation rate for 2012, while Citi economists are forecasting a 1.7% rate for 2012.



The Census Bureau reported that privately owned housing starts in May 2012 were at a seasonally adjusted annual rate of 708,000—4.8% below the revised
April estimate but 28.5% above May 2011 housing starts. Despite the one-year rise in housing starts, demand for new homes in 2012 remains weak.



The Census Bureau also reported that seasonally adjusted retail and food services sales decreased 0.2% between April and May 2012, and increased 5.3%
between May 2011 and May 2012.



In June, the Institute for Supply Management’s manufacturing-sector index (“PMI”) was 49.7, down 3.8 from May and 54.8 in April. The latest PMI data
indicates that the manufacturing sector has contracted for the first time since July 2009. Still, PMI has been above 42 for 37 consecutive months.



The ISM Nonmanufacturing Index (“NMI”) rose 0.2 points to 53.7 between April and May of 2012 but fell 1.6 to 52.1 between May and June of 2012. The
index has now been above 50 for 30 consecutive months.



Generally speaking, a PMI or NMI over 50 indicates that the sector is expanding and a PMI over 42 indicates that the overall economy is expanding.

Please refer to important information, disclosures and qualifications at the end of this material.
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2

The U.S. Equity Markets


The Dow Jones Industrial Average was down 1.9% for the second quarter. The NASDAQ Composite was down 5.1% for the quarter, while the S&P 500 fell
2.8% in the same period.



Six out of the 10 sectors of the S&P 500 fell in the second quarter. Telecommunication Services fared the best, with a 14.1% uptick. Utilities rose 6.6% and
Consumer Staples rose 2.9%. Information Technology and Financials were the laggards, falling 6.7% and 6.8%, respectively.



Both value- and growth-style stocks fell during the second quarter, with value stocks faring slightly better, especially those of large-cap companies.
Accordingly, the Russell 1000 Value index, a large-cap index, fell 2.2%, but had the best quarterly showing of the Russell indexes. In small caps, the Russell
2000 Value index fell 3.0% for the quarter. The Russell 1000 index, a large-cap index, fell 3.1% for the quarter.



Returns for the Russell Midcap Value index fell 3.3% for the quarter. The Russell 2000 index, a small-cap index, fell 3.5% for the quarter. The small-cap
Russell 2000 Growth index fell 3.9% for the quarter, while the Russell 1000 Growth index, a large-cap index, fell 4.0%. The Russell Midcap index and the
Russell Midcap Growth index had the weakest showings of the quarter compared to other Russell indexes, falling 4.4% and 5.6%, respectively.



Concerns about the global economy and the protracted European sovereign debt crisis drove the CBOE VIX volatility index, the so-called “fear index,” to a
reading of nearly 27 at the start of June 2012. These concerns have agitated equity investors on and off for over a year. However, once European leaders
resolved to bolster their monetary and economic union, the VIX declined. The VIX ended the second quarter at 17.1, which is a distinct contrast from its
August 8, 2011 high of 48.

Key U.S. Stock Market Index Returns (%) for the Period Ending 6/29/12

S&P 500
Dow Jones
Russell 2000
Russell Midcap
Russell 1000
Source: Vestek

Quarter

12 Months

(2.8)
(1.9)
(3.5)
(4.4)
(3.1)

5.5
6.6
(2.1)
(1.7)
4.4

Five Years
(Annualized)
0.2
2.0
0.5
1.1
0.4

Seven Years
(Annualized)
4.1
6.1
4.6
5.4
4.3

Past performance is not a guarantee of future results. Investors cannot invest directly in an index.
The performance of unmanaged indices reflects no deductions for fees, expenses or taxes that
would affect the performance of actively managed assets.

Please refer to important information, disclosures and qualifications at the end of this material.
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Global Equity Markets


In the second quarter, emerging markets (EM) and global equities fell. The MSCI EAFE index (a benchmark for developed markets) fell 6.9% for U.S.currency investors and fell 5.1% for local-currency investors, as the U.S. dollar appreciated in relation to the currencies of many nations on the index. In
contrast, in the first quarter of 2012, the MSCI EAFE index was up 10.9% in U.S. dollars and rose 10.3% in local currency.



For the second quarter, the MSCI Emerging Markets index was down 8.8% for U.S.-currency investors and fell 5.1% for local-currency investors, as the U.S.
dollar appreciated in relation to many emerging-market currencies. This contrasts with the previous quarter, when the MSCI Emerging Markets index was up
14.1% for U.S.-dollar based investors and rose 10.8% for local-currency investors.



The MSCI Europe index fell 7.1% for U.S.-currency investors and fell 3.6% for local-currency investors during the second quarter. In comparison, the MSCI
Far East index fell 6.8% for the quarter in terms of the dollar and fell 9.1% in terms of local currencies.



More specific emerging-economy equity market indices also fell in the second quarter. The MSCI BRIC (Brazil, Russia, India and China) index fell 11.6% for
the quarter in U.S. dollars and 6.5% in local currencies. In comparison, for the second quarter, the MSCI EM Asia index fell 7.3% in U.S.-dollar terms and
5.5% in local terms.

Key Global Equity Market Indices Based on the U.S. Dollar (%) for the Period Ending 6/29/12
Quarter
MSCI EAFE
MSCI EAFE Growth
MSCI EAFE Value
MSCI Europe
MSCI Japan
MSCI Emerging Markets
Source: Vestek

(6.9)
(7.1)
(6.7)
(7.1)
(7.3)
(8.8)

12 Months
(13.5)
(12.3)
(14.6)
(16.0)
(7.2)
(15.7)

Five Years
(Annualized)
(5.7)
(4.3)
(7.1)
(6.4)
(6.4)
0.2

Seven Years
(Annualized)
2.8
3.6
1.9
2.6
0.7
10.4

Past performance is not a guarantee of future results. Investors cannot invest directly in an index.
The performance of unmanaged indices reflects no deductions for fees, expenses or taxes that
would affect the performance of actively managed assets.

Please refer to important information, disclosures and qualifications at the end of this material.
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The U.S. Bond Market


A flight to safety rallied U.S. Treasurys in the second quarter of 2012.



As a result, the benchmark 10-year Treasury note yield fell, ending the quarter at 1.66%.



The Barclays Capital U.S. Aggregate Bond index, a general measure of the fixed-income market, rose 2.1% for the second quarter.



In contrast, the Barclays Capital High Yield index, a measure of lower-rated corporate bonds, rose 1.8% for the quarter.



Investor wariness of risk weighed on mortgage-backed securities in the second quarter. As a result, the Barclays Capital Mortgage Backed index rose just
1.1% for the quarter.



During the second quarter, investors looked past the negative headlines about state and local government finances, which proved to be a boon to the
municipal-bond market. As U.S. Treasurys rallied, municipal bond prices also benefited. As a result, the Barclays Capital Muni index was up 1.9% for the
second quarter, besting its 1.8% rise in the first quarter.

U.S. Bond Market Index Returns (%) for the Period Ending 6/29/12

Barclays Capital U.S. Aggregate
Barclays Capital High Yield
Barclays Capital Govt/Credit
Barclays Capital Government
Barclays Capital Intermediate Govt/Credit
Barclays Capital Long Govt/Credit
Barclays Capital Mortgage Backed Securities
Barclays Capital Muni
Source: Vestek

Quarter

12 Months

2.1
1.8
2.6
2.6
1.5
7.3
1.1
1.9

7.5
7.3
8.8
8.3
5.4
24.6
5.0
9.9

Five Years
(Annualized)
6.8
8.4
6.9
6.6
6.0
11.0
6.7
6.0

Seven Years
(Annualized)
5.6
8.4
5.5
5.3
5.1
7.8
5.7
5.0

Past performance is not a guarantee of future results. Investors cannot invest directly in an index.
The performance of unmanaged indices reflects no deductions for fees, expenses or taxes that would affect the
performance of actively managed assets.

Please refer to important information, disclosures and qualifications at the end of this material.
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INDEX DESCRIPTIONS:
DOW JONES INDUSTRIAL AVERAGE: The most widely used indicator of the overall condition of the stock market, a price-weighted average of 30 actively traded blue-chip stocks, primarily
industrials. The 30 stocks are chosen by the editors of the Wall Street Journal (WSJ) (which is published by Dow Jones & Company), a practice that dates back to the beginning of the century.
Charles Dow officially started the Dow in 1896, at which time it consisted of only 11 stocks. The Dow is computed using a price-weighted indexing system, rather than the more common market
cap-weighted indexing system. Simply put, the editors at WSJ add up the prices of all the stocks and then divide by the number of stocks in the index. (In actuality, the divisor is much higher
today in order to account for stock splits that have occurred in the past.) DOW JONES-UBS COMMODITY INDEX: Composed of futures contracts on physical commodities which are traded on
U.S. exchanges, with the exception of aluminum, nickel and zinc, which trade on the London Metal Exchange (LME). NASDAQ COMPOSITE INDEX: Covers 4,500 stocks traded over the
counter. It represents many small company stocks but is heavily influenced by about 100 of the largest NASDAQ stocks. It is a value-weighted index calculated on price change only and does
not include income. S&P 500 INDEX: Covers 400 industrial, 40 utility, 20 transportation and 40 financial companies in the U.S. markets (mostly NYSE issues). The index represents about 75%
of NYSE market cap and 30% of NYSE issues. It is a capitalization-weighted index calculated on a total-return basis with dividends reinvested. RUSSELL 1000 INDEX: Measures the
performance of the 1,000 largest companies in the Russell 3000 index, which represents approximately 89% of the total market capitalization of the Russell 3000 index. As of the latest
reconstitution, the average market capitalization was approximately $9.9 billion; the median market capitalization was approximately $3.7 billion. The smallest company in the index had an
approximate market capitalization of $1,404.7 million. RUSSELL 1000 GROWTH INDEX: Measures the performance of those Russell 1000 companies with higher price-to-book ratios and
higher forecasted growth values. RUSSELL 1000 VALUE INDEX: Measures the performance of those Russell 1000 companies with lower price-to-book ratios and lower forecasted growth
values. RUSSELL 2000 INDEX: Measures the performance of the 2,000 smallest companies in the Russell 3000 index, which represents approximately 11% of the total market capitalization of
the Russell 3000 index. As of the latest reconstitution, the average market capitalization was approximately $592.0 million; the median market capitalization was approximately $500.0 million.
The largest company in the index had an approximate market capitalization of $1,402.7 million. RUSSELL 2000 GROWTH INDEX: Measures the performance of those Russell 2000 companies
with higher price-to-book ratios and higher forecasted growth values. RUSSELL 2000 VALUE INDEX: Measures the performance of those Russell 2000 companies with lower price-to-book
ratios and lower forecasted growth values. RUSSELL 3000 INDEX: Measures the performance of the 3,000 largest U.S. companies based on total market capitalization, which represents
approximately 98% of the investable U.S. equity market. RUSSELL MIDCAP INDEX: Measures the performance of the 800 smallest companies in the Russell 1000 index, which represent
approximately 35% of the total market capitalization of the Russell 1000 index. As of the latest reconstitution, the average market capitalization was approximately $3.7 billion; the median market
capitalization was approximately $2.9 billion. The largest company in the index had an approximate market capitalization of $10.3 billion. RUSSELL MIDCAP GROWTH INDEX: Russell Midcap
Growth index measures the performance of those Russell Midcap companies with higher price-to-book ratios and higher forecasted growth values. The stocks are also members of the Russell
1000 Growth index. An investment cannot be made directly in a market index. RUSSELL MIDCAP VALUE INDEX: Measures the performance of those Russell Midcap companies with lower
price-to-book ratios and lower forecasted growth values. The stocks are also members of the Russell 1000 Value index. An investment cannot be made directly in a market index. VIX INDEX:
(Chicago Board Options Exchange Volatility Index) Estimates volatility in the S&P 500 index for the next 30 days using a weighted blend of prices for various options on the S&P 500 index.
THE BARCLAYS CAPITAL U.S. AGGREGATE BOND INDEX: A broad-based benchmark that measures the investment grade, U.S. dollar-denominated, fixed-rate taxable bond market,
including Treasuries, government-related and corporate securities, MBS (agency fixed-rate and hybrid ARM passthroughs), ABS and CMBS. BARCLAYS CAPITAL GOVERNMENT INDEX:
Barclays Capital Treasury bond and agency bond indices (all publicly issued debt of agencies of the U.S. government, quasi-federal corporations and corporate debt guaranteed by the U.S.
government, but no mortgage-backed securities) are combined to form the government bond index. BARCLAYS CAPITAL U.S. INTERMEDIATE GOVERNMENT/CREDIT BOND INDEX: The
Barclays Capital U.S. Intermediate Government/Credit Bond index is a total return index consisting of investment-grade corporate debt issues as well as debt issues of U.S. government
agencies and the U.S. Treasury. The debt issues all maintain maturities within a range of one to 10 years. An investment cannot be made directly in a market index. BARCLAYS CAPITAL
HIGH YIELD INDEX: The Barclays Capital U.S. High Yield index covers the universe of fixed rate, noninvestment-grade debt. Pay-in-kind (PIK) bonds, Eurobonds and debt issues from
countries designated as emerging markets (e.g., Argentina, Mexico, Venezuela, etc.) are excluded, but Yankee and global bonds (SEC registered) of issuers in non-EMG countries are included.
Original issue zeroes and step-up coupon structures are also included. Liquidity Rules: All bonds included in the High Yield index must be dollar-denominated and nonconvertible and have at
least one year remaining to maturity and an outstanding par value of at least $150 million. Quality Rating Rules: Securities in the index must be rated Ba1 or lower. If both Moody’s and S&P
provide a rating for a security, the lower of the two ratings is used. A small number of unrated bonds are included in the index; to be eligible they must have previously held a high yield rating or
have been associated with a high yield issuer, and must trade accordingly. Components: The index has several subcomponents. Intermediate indices include bonds with remaining maturities of
less than 10 years; long indices include bonds with remaining maturities of 10 years or more. The index also has subdivisions by credit quality, and subindices are available that exclude
securities in default. BARCLAYS CAPITAL MUNI INDEX: The composite measure of the total return performance of the muni-bond market. The muni market contains over two million bond
issues. The market is divided into seven major sectors: state G.O. debt (31%), prerefunded bonds (7.7%); electric-utility revenue bonds (7.79%); hospital revenue bonds (3.4%); state-housing
revenue bonds (3.4%); industrial-development and pollution-control revenue bonds (1.8%); and transportation revenue bonds (7.1%). These weightings are reviewed annually. BARCLAYS
CAPITAL GOVT/CREDIT INDEX: The U.S. Government/Credit index is the nonsecuritized component of the U.S. Aggregate index and was the first macro index launched by Barclays Capital.
The U.S. Government/Credit index includes Treasuries (i.e., public obligations of the U.S. Treasury that have remaining maturities of more than one year), government-related issues (i.e.,
agency, sovereign, supranational and local-authority debt) and U.S. dollar corporates. In order to qualify for inclusion in the U.S. Government/Credit index, a bond or security must have at least
one year to maturity; at least $250 million par amount outstanding; must be rated Baa3 by Moody’s, BBB- by Standard & Poor’s, and BBB- by Fitch Investor Service; must be fixed rate, although
it can carry a coupon that steps up; and it must be U.S.-dollar denominated. BARCLAYS CAPITAL LONG GOVERNMENT/CREDIT INDEX: Composed of all bonds covered by BARCLAYS
CAPITAL GCB index with maturities of 10 years or greater. Total return comprises price appreciation/depreciation and income as a percent of the original investment. Indices are rebalanced
monthly by market capitalization. BARCLAYS CAPITAL MORTGAGE BACKED SECURITIES INDEX: Includes all fixed securities issued and backed by mortgage pools of Ginnie Mae
(GNMA), Fannie Mae (FNMA), Freddie Mac (FHLMC) and half-coupon securities. The index excludes buydowns, graduated equity mortgages (GEM), project loans, nonagency (whole loans),
Please refer to important information, disclosures and qualifications at the end of this material.
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jumbos, collateralized mortgage obligations (“CMOs”), graduated payment mortgages (“GPMs”), adjustable rate mortgages (“ARMs”), manufactured home mortgages and prepayment-penalty
collateral. Formed by grouping the universes of over one million individual fixed-rate MBS pools into approximately 5,500 generic aggregates. Pool aggregates must be U.S. dollar-denominated,
have at least $250 million current outstanding and average-weighted life of at least one year.
MSCI EUROPE, AUSTRALASIA AND THE FAR EAST (“EAFE”) INDEX: A free-float-adjusted market capitalization index that is designed to measure developed market equity performance,
excluding the U.S. and Canada. As of May 27, 2010, the index consisted of the following 22 developed market country indices: Australia, Austria, Belgium, Denmark, Finland, France, Germany,
Greece, Hong Kong, Ireland, Israel, Italy, Japan, the Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland and the United Kingdom. MSCI EUROPE INDEX: A
free-float-adjusted market capitalization-weighted index that is designed to measure developed market equity performance in Europe. As of June 2007, the index consisted of the following 16
developed market country indices: Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy, the Netherlands, Norway, Portugal, Spain, Sweden, Switzerland and the United
Kingdom. This series approximates the maximum possible dividend reinvestment. The amount reinvested is the dividend distributed to individuals resident in the country of the company, but
does not include tax credits. MSCI JAPAN INDEX: A free-float-adjusted market capitalization index that is designed to measure equity market performance in Japan. MSCI EAFE GROWTH
INDEX: A free-float-adjusted market capitalization index that is designed to measure developed market equity performance, excluding the U.S. and Canada. As of May 27, 2010, the index
consisted of the following 22 developed market country indices: Australia, Austria, Belgium, Denmark, Finland, France, Germany, Greece, Hong Kong, Ireland, Israel, Italy, Japan, the
Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland and the United Kingdom. The MSCI Global Value and Growth Indices cover the full range of developed,
emerging and All Country MSCI International Equity Indices across all size segmentations. MSCI Barra uses a two-dimensional framework for style segmentation in which value and growth
securities are categorized using a multifactor approach, which uses three variables to define the value investment-style characteristics and five variables to define the growth investment-style
characteristics, including forward-looking variables. The objective of the index design is to divide constituents of an underlying MSCI Equity index into respective value and growth indices, each
targeting 50% of the free float-adjusted market capitalization of the underlying market index. MSCI EAFE VALUE INDEX: A free-float-adjusted market capitalization index that is designed to
measure developed market equity performance, excluding the U.S. and Canada. As of May 27, 2010, the index consisted of the following 22 developed market country indices: Australia,
Austria, Belgium, Denmark, Finland, France, Germany, Greece, Hong Kong, Ireland, Israel, Italy, Japan, the Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden,
Switzerland and the United Kingdom. The MSCI Value and Growth Indices cover the full range of developed, emerging and All Country MSCI Equity Indices. The MSCI Value and Growth
Indices cover the full range of developed, emerging and All Country MSCI Equity Indices. As of the close of May 30, 2003, MSCI implemented an enhanced methodology for the MSCI Global
Value and Growth Indices, adopting a two-dimensional framework for style segmentation in which value and growth securities are categorized using different attributes: three for value and five
for growth including forward-looking variables. The objective of the index design is to divide constituents of an underlying MSCI Standard Country index into a value index and a growth index,
each targeting 50% of the free float-adjusted market capitalization of the underlying country index. Country Value/Growth indices are then aggregated into regional value/growth indices. Prior to
May 30, 2003, the indices used price/book value (P/BV) ratios to divide the standard MSCI country indices into value and growth indices. All securities were classified as either “value” securities
(low P/BV securities) or “growth” securities (high P/BV securities), relative to each MSCI country index. MSCI FAR EAST INDEX: A free-float-adjusted market capitalization weighted index that
is designed to measure developed market equity performance in the Far East. As of March 2010, the index consists of the following three developed country indices: Japan, Hong Kong and
Singapore. MSCI EMERGING MARKETS INDEX: A free-float-adjusted market capitalization index that is designed to measure equity market performance in the global emerging markets. As of
May 27, 2010, the index consisted of the following 21 emerging-market country indices: Brazil, Chile, China, Colombia, Czech Republic, Egypt, Hungary, India, Indonesia, Korea, Malaysia,
Mexico, Morocco, Peru, Philippines, Poland, Russia, South Africa, Taiwan, Thailand and Turkey. MSCI BRIC INDEX: A free-float-adjusted market capitalization index that measures equity
market performance in larger emerging markets. The index consists of the following emerging-market country indices: Brazil, Russia, India and China. MSCI EM ASIA INDEX: A free-floatadjusted market capitalization index that measures equity market performance in emerging markets in Asia. The index consists of the following emerging-market country indices: China, India,
Indonesia, Korea, Malaysia, Philippines, Taiwan and Thailand.

Please refer to important information, disclosures and qualifications at the end of this material.
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DISCLOSURES
Although the statements of fact and data in this report have been obtained from, and are based upon, sources the firm believes reliable, we do not guarantee their accuracy, and any such
information may be incomplete or condensed. All opinions included in this report constitute the firm’s judgment as of the date of this report and are subject to change without notice. This report
is for informational purposes only and is not intended as an offer or solicitation with respect to the purchase or sale of any security. This report may contain forward-looking statements, and
there can be no guarantee that they will come to pass. Past performance is not a guarantee of future results.
The indices are unmanaged, and an investor cannot invest directly in an index. The indices are shown for illustrative purposes only and do not represent the performance of any specific
investment. Index returns consist of income and capital appreciation (or depreciation) and do not take into account fees, taxes or other charges. Such fees and charges would reduce
performance. Index performance is calculated on a total return basis and assumes that dividends and distributions were reinvested.
To the extent the investments depicted herein represent international securities, you should be aware that there may be additional risks associated with international investing, including
foreign economic, political, monetary and/or legal factors, changing currency exchange rates, foreign taxes and differences in financial and accounting standards. These risks may be magnified
in emerging markets. International investing may not be for everyone. Value investing involves the risk that the market may not recognize that securities are undervalued and they may not
appreciate as anticipated. Growth investing does not guarantee a profit or eliminate risk. The stocks of these companies can have relatively high valuations. Because of these high valuations,
an investment in a growth stock can be more risky than an investment in a company with more modest growth expectations. Small- and mid-capitalization companies may lack the financial
resources, product diversification and competitive strengths of larger companies. In addition, the securities of small-capitalization companies may not trade as readily as, and be subject to
higher volatility than, those of larger, more established companies. Bonds are subject to interest rate risk. When interest rates rise, bond prices fall; generally the longer a bond’s maturity, the
more sensitive it is to this risk. Bonds may also be subject to call risk, which allows the issuer to retain the right to redeem the debt, fully or partially, before the scheduled maturity date.
Proceeds from sales prior to maturity may be more or less than originally invested due to changes in market conditions or changes in the credit quality of the issuer. With respect to fixed
income securities, please note that, in general, as prevailing interest rates rise, fixed income securities prices fall. High yield bonds are subject to additional risks such as increased risk of
default and greater volatility because of the lower credit quality of the issues.
© 2012 Morgan Stanley Smith Barney LLC. Member SIPC. Consulting Group is a business of Morgan Stanley Smith Barney LLC.
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Agenda Item 7
SUBJECT:

CalMHSA Statewide PEI Implementation Work Plan Update

BACKGROUND AND STATUS:
On July 5, 2012, CalMHSA posted the CalMHSA Plan Update for public comment due by August 4,
2012. This update to the CalMHSA Statewide Prevention and Early Intervention (PEI)
Implementation Work Plan proposes to shift additional funds to program activities. Consistent
with CalMHSA values and statutory requirements, CalMHSA seeks public input on this CalMHSA
Plan Update.
The chart below includes approved funding allocations to date (the budget from the CalMHSA
Implementation Work Plan and additional funding from the First Work Plan Amendment) and
proposed changes (program funds made available as part of the CalMHSA Plan Update).

Funding
Work Plan
Budget

5%
Phase I
Planning

71%
Program/Direct

9%
Contingency
Reserve1

7.5%
Evaluation2

7.5%
Admin2

100%
Total

$6,810,520

$97,322,330

$11,645,988

$10,215,780

$10,215,780

$136,210,398

First WP
Amendment

$409,155

$5,810,0013

$736,4793

$613,733

$613,733

$8,183,100

Subtotal

$7,219,675

$103,132,331

$12,382,467

$10,829,513

10,829,513

$144,393,498

Changes in
CalMHSA
Membership

$119,625

$1,698,6754,7

$215,325

$179,438

$179,438

$2,392,500

CalMHSA
Plan Update

$2,869,658
moved to
program/direct

Revised

$4,469,642

$117,362,736

$2,935,720

$11,008,950

$11,008,950

$146,785,998

Revised
Percentage

3.0%

80.0%

2.0%

7.5%

7.5%

100%

$2,869,6585 +
$9,662,0726
= $12,531,7307

$9,662,072
moved to
program/direct

1. Originally, the Contingency Reserve was calculated as 9% of the Approved Plan. It is the
intent of CalMHSA to maximize the delivery of services. In this Plan Update, $9,662,072 of
this reserve will now be utilized for program activities.
2. The maximum allocation permitted by DMH for Indirect Administration services is 15%.
Included in this 15% is the requirement to provide evaluation of programs.
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3. These dollars differ slightly from those shared during the First Work Plan Amendment; this
change is due to the program/direct percentage being calculated as 71%, based on the
approved plan.
4. Changes in CalMHSA membership and the assignment of funds by counties and cities
resulted in an additional $1,698,675 for program funds.
5. Based on the FY 12‐13 CalMHSA Budget approved by the CalMHSA Board on June 14, 2012,
planning dollars ($2,869,658) were moved to fund program/direct activities. The new
overall percentage of funds dedicated to planning is 3.0%.
6. Contingency reserve dollars ($9,662,072) were moved to fund program/direct activities.
The new overall percentage of funds dedicated to the contingency reserve is 2.0%.
7. The total increase in program funds is $14,230,405 (Shift planning and contingency
reserve: $12,531,730, plus changes in CalMHSA membership: $1,698,675).
CalMHSA Plan Update Timeline
To expeditiously implement enhanced program activities, staff is developing a tentative timeline
for the CalMHSA Plan Update as follows:
July 5:

Public Posting of CalMHSA Plan Update

July 12:

Obtain feedback on CalMHSA Plan Update at Advisory Committee
meeting.
Utilize feedback to refine CalMHSA Plan Update

August 9:

CalMHSA Board Action on Proposed CalMHSA Plan Update

August/September:

Submission of CalMHSA Plan Update to MHSOAC and DHCS

September:

Operationalize CalMHSA Plan Update

RECOMMENDATION:
None, information only.
REFERENCE MATERIALS ATTACHED:
•

CalMHSA Statewide PEI Implementation Work Plan Update
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CalMHSA Statewide Prevention and Early Intervention Implementation Work Plan Update
page 1

CalMHSA PLAN UPDATE
CalMHSA STATEWIDE PREVENTION AND EARLY INTERVENTION
IMPLEMENTATION WORK PLAN
July 5, 2012
(Includes technical correction of 7/11/2012)

BACKGROUND AND STATUS
The California Mental Health Services Authority (CalMHSA) is an independent administrative and fiscal
government agency focused on the efficient delivery of California mental health projects. California
counties established CalMHSA as a Joint Powers Authority (JPA). Member counties worked together to
develop, fund and implement mental health services, projects and educational programs at the state,
regional and local levels. CalMHSA members developed an Implementation Work Plan in Fiscal Year
2010-11 that describes how $136 million of MHSA funds is being utilized to implement California’s
Statewide Prevention and Early Intervention (PEI) Plan to prevent suicides, reduce stigma and
discrimination, and improve student mental health.
The CalMHSA Implementation Work Plan was approved by the Mental Health Services Oversight and
Accountability Commission (MHSOAC) in February 2011. Since the original work plan, new counties
and cities joined CalMHSA, resulting in a work plan amendment to serve these communities. The First
Work Plan Amendment was approved by the MHSOAC in March 2012.
An update to the CalMHSA Statewide PEI Implementation Work Plan is proposed in order to
expeditiously shift available funding into program activities. Available funding includes the previously
approved contingency/operating reserve ($9,662,072) and planning funds ($2,869,658), and funds
resulting from changes in CalMHSA participation by counties and cities ($1,698,675). In total, the
CalMHSA Plan Update seeks to increase program funding by $14,230,405. In addition, funds set aside
from the First Work Plan Amendment for Stigma and Discrimination Reduction will be utilized as
approved and consistent with new principles adopted with this Plan Update.
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It is the intention of CalMHSA staff to strengthen existing statewide PEI programs. However, if any new
programs are proposed to be funded, they must be posted for 30 days for public comment and be
approved by the MHSOAC.
Key Principles for Funding Allocations
Key principles were adopted by CalMHSA and were utilized in determining funding priorities for the
First Work Plan Amendment approved in March 2012.
1.

Maintain overall consistency in the proportion of funds allocated to Suicide Prevention (25%);
Stigma and Discrimination Reduction (37.5%); and Student Mental Health (37.5%).

2.

Strengthen local and regional capacity by ensuring new CalMHSA participants are included in
funded activities.

3.

Strengthen racial, ethnic and cultural competency within existing projects.

4.

Implement PEI projects in an expeditious manner.

5.

Expand the scope of regional projects to include additional geographic areas and underserved
populations.

6.

Consider the unique characteristics of communities participating in CalMHSA, including local
factors such as capacity, population, and setting (rural, suburban, urban).

This CalMHSA Plan Update continues to utilize the above principles and CalMHSA staff is
recommending that two additional principles be adopted for determining the utilization of program
funds. The recommended principles are:
7.

Consider performance, sustainability and leveraging opportunities to maximize available
funding.

8.

Enhance capacity for data-driven decision making and contribute to the body of knowledge of
emerging PEI best practices to improve student mental health, prevent suicide and reduce
stigma and resulting discrimination.

Staff recommends the addition of these new principles in order to plan for sustainability and maximize
the impact and legacy of CalMHSA projects, per the MHSOAC PEI Statewide Project Guidelines1.
PROPOSED FUNDING ALLOCATIONS
This CalMHSA Plan Update dedicates an additional $14,230,405 to program activities. Within each
initiative, CalMHSA staff will apply the key principles to determine the utilization of program funds.
Based on Key Principle #1, newly available program funds will be allocated to Suicide Prevention (25%);
Stigma and Discrimination Reduction (37.5%); and Student Mental Health (37.5%) as follows:

1

DMH Information Notice 10-06.
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Suicide Prevention (SP): Increase by approximately $3.6M (25% of $14.2M).
Student Mental Health Initiative (SMHI): Increase by approximately $5.3M (37.5% of $14.2M).
Stigma and Discrimination Reduction (SDR): Increase by approximately $3.6M $5.3M (37.5% of
$14.2M). In addition, increase by the approximately $2.9M that was set aside during the First Work
Plan Amendment (approved by the MHSOAC on 3/23/12). Overall, increase SDR programs by
approximately $6.5M $8.2M. (Please note: technical errors- identified by strikethroughs- were
corrected on 7/11/12)
The chart below includes approved funding allocations to date (the budget from the CalMHSA
Implementation Work Plan and additional funding from the First Work Plan Amendment) and
proposed changes (program funds made available as part of the CalMHSA Plan Update).

71%
Program/Direct

9%
Contingency
Reserve1

7.5%
Evaluation2

7.5%
Admin2

100%
Total

$6,810,520

$97,322,330

$11,645,988

$10,215,780

$10,215,780

$136,210,398

$409,155

$5,810,0013

$736,4793

$613,733

$613,733

$8,183,100

Subtotal

$7,219,675

$103,132,331

$12,382,467

$10,829,513

10,829,513

$144,393,498

Changes in
CalMHSA
membership

$119,625

$1,698,6754,7

$215,325

$179,438

$179,438

$2,392,500

$2,869,658
moved to
program/direct

$2,869,6585 +
$9,662,0726
= $12,531,7307

$9,662,072
moved to
program/direct

Revised Total

$4,469,642

$117,362,736

$2,935,720

$11,008,950

$11,008,950

$146,785,998

Revised
Percentage

3.0%

80.0%

2.0%

7.5%

7.5%

100%

Funding
Work Plan
Budget
First WP
Amendment

CalMHSA
Plan Update

5%
Phase I
Planning

1. Originally, the Contingency Reserve was calculated as 9% of the Approved Plan. It is the intent of CalMHSA to
maximize the delivery of services. In this Plan Update, $9,662,072 of this reserve will now be utilized for program
activities.
2. The maximum allocation permitted by DMH for Indirect Administration services is 15%. Included in this 15% is the
requirement to provide evaluation of programs.
3. These dollars differ slightly from those shared during the First Work Plan Amendment; this change is due to the
program/direct percentage being calculated as 71%, based on the approved plan.
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4. Changes in CalMHSA membership and the assignment of funds by counties and cities resulted in an additional
$1,698,675 for program funds.
5. Based on the FY 12-13 CalMHSA Budget approved by the CalMHSA Board on June 14, 2012, planning dollars
($2,869,658) were moved to fund program/direct activities. The new overall percentage of funds dedicated to
planning is 3.0%.
6. Contingency reserve dollars ($9,662,072) were moved to fund program/direct activities. The new overall percentage
of funds dedicated to the contingency reserve is 2.0%.
7. The total increase in program funds is $14,230,405 (Shift planning and contingency reserve: $12,531,730, plus
changes in CalMHSA membership: $1,698,675).

CalMHSA Plan Update Timeline
To expeditiously implement enhanced program activities, staff developed a tentative timeline for the
CalMHSA Plan Update as follows:
July 5:
July 12:
August 9:
August/September:
September:

Public Posting of CalMHSA Plan Update to www.calmhsa.org
Obtain feedback on CalMHSA Plan Update at CalMHSA Advisory Committee
meeting. Utilize feedback to refine CalMHSA Plan Update
CalMHSA Board Action on Proposed CalMHSA Plan Update
Submission of CalMHSA Plan Update to MHSOAC and DHCS
Implement CalMHSA Plan Update

Instructions for Public Comment
30 DAY PERIOD FOR PUBLIC COMMENT
(July 5, 2012 thru August 4, 2012)
1.

The CalMHSA Plan Update to the Statewide PEI Implementation Work Plan will be posted and
distributed for an invitation to submit public comment. All input must be submitted in writing
via email or regular mail.

2.

CalMHSA must receive public comment by 5:00 PM on August 4, 2012.

3.

Please provide name, organizational affiliation (if any) and contact information with your
comment submissions.

4.

Send comments to:
Regular Mail
CalMHSA
Attn: Laura Li
George Hills Company
3043 Gold Canal Drive, Suite 200
Rancho Cordova, CA 95670-6394
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Email
calmhsa@georgehills.com
5.

Staff will post all public comment on the CalMHSA Website in a timely manner for viewing.

6.

A final Plan Update to the Statewide PEI Implementation Work Plan will be presented to the
CalMHSA Board in August 2012.

Note: Full consideration will be given to all submissions, but staff would appreciate early submissions if
possible.
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Agenda Item 8
SUBJECT:

CalMHSA Financial Audit for June 30, 2012, 2013 and 2014

BACKGROUND AND STATUS:
In late 2010 at board direction, staff engaged James Marta & Company to carry‐out a biennial audit
for the two‐year period ending June 30, 2011 in accordance with Article 7, Section 7.1 of the
Bylaws, which states “the Board shall cause to be made, by a qualified, independent individual or
firm, an annual audit of the financial accounts and records of the Authority.” On February 10,
2012, the CalMHSA Board of Directors, upon the Finance Ad Hoc Committee’s in‐depth review and
subsequent recommendation, received and filed the CalMHSA Financial Audit for the Fiscal Years
Ended June 30, 2011 and 2010.
Upon close of the fiscal year ending June 30, 2012, staff recommends James Marta & Company to
carry‐out audits for this past fiscal year as well as those years ending June 30, 2013 and June 30,
2014.
RECOMMENDATION:
Accept terms included in the James Marta & Company engagement letter for audit services June 30,
2013 and 2014.
REFERENCE MATERIALS ATTACHED:
•

James Marta & Company Engagement Letter
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James Marta & Company
Certified Public Accountants
Accounting, Auditing, Consulting, and Tax

June 11, 2012
Kim Santin, CPA
Finance and Administration Director
George Hills Company, Inc.
3043 Gold Canal Drive, Suite 200
Rancho Cordova, California 95670-6394
Re: California Mental Health Services Authority
We are pleased to confirm our understanding of the services we are to provide for California Mental
Health Services Authority for the years ending June 30, 2012, 2013 and 2014.
I.

SCOPE OF WORK

We have been engaged to perform an audit of California Mental Health Services Authority’s general
purpose financial statements as of June 30, 2012, 2013 and 2014. The purpose of the audit is to express
an opinion as to whether your financial statements are fairly presented, in all material respects, in
conformity with U.S. generally accepted accounting principles, and is limited to the period covered by
our audit.
II.

MANAGEMENT’S RESPONSIBILITIES

At the outset, it is imperative that we state the scope of your responsibilities in connection with this
engagement. The financial statements are the responsibility of California Mental Health Services
Authority’s management. Encompassed in that responsibility is the establishment and maintenance of
effective internal control over financial reporting, the establishment and maintenance of proper
accounting records, and the selection of appropriate accounting principles.
Management is responsible for the design and implementation of programs and controls to prevent or
detect fraud, and for informing us about all known or suspected fraud affecting the government involving
(a) management, (b) employees who have significant roles in internal control, and (c) others where the
fraud could have a material effect on the financial statements. Management is also responsible for
informing us of its knowledge of any allegations of fraud or suspected fraud affecting the government
received in communications from employees, former employees, regulators, or others. In addition,
management is responsible for identifying and ensuring that the entity complies with applicable laws and
regulations.
We will assist in the preparation of your financial statements, but the responsibility for the financial
statements remains with you. You are responsible for adjusting the financial statements to correct
material misstatements and for confirming to us in the management representation letter that the effects
of any uncorrected misstatements aggregated by us during the current engagement and pertaining to the
latest period presented are immaterial, both individually and in the aggregate, to the financial statements
taken as a whole.
701 Howe Avenue, Suite E3, Sacramento, CA 95825 (916) 993-9494 fax (916) 993-9489
www.jpmcpa.com jmarta@jpmcpa.com
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As part of our engagement we may propose standard, adjusting, or correcting journal entries to your
financial statements. You are responsible for reviewing the entries and understanding the nature of any
proposed entries and the impact they have on your financial statements. Further, you are responsible for
designating a qualified management-level individual to be responsible and accountable for overseeing
these services.
III.

OUR RESPONSIBILITY

Our responsibility is to express an opinion as to whether your financial statements are fairly presented, in
all material respects, in conformity with U.S. generally accepted accounting principles, and is limited to
the period covered by our audit. Facts and circumstances may require us to qualify that opinion, or to
disclaim it, or to express an adverse opinion. Other facts and circumstances may require us to provide
additional information in our report. We will keep you informed if and when we begin to reach
conclusions that our report may need to be modified because of such facts and circumstances.
IV.

CHARACTER AND LIMITATIONS OF AN AUDIT

Our audit will be conducted in accordance with Auditing Standards Generally Accepted in the United
States of America (GAAS) and Government Auditing Standards. Those standards require that we
initially assess the risk that errors, fraud, irregularities, and illegal acts may cause the financial statements
to contain a material misstatement. This is necessary because we do not audit all the transactions and
balances in the financial statements, only a selected portion of them, in some cases a very small portion.
The costs for us to examine a large portion of them, or all of them of a certain category, or all of them in
all categories, would be prohibitive. Consequently, there are risks.
In making this initial assessment, we are required to obtain an understanding of the entity and its
environment, including its internal control, sufficient to assess the risks of material misstatement of
financial statements and to design appropriate audit procedures. Those considerations mandate your
complete cooperation and honesty about your knowledge and understanding of the possibility of the
existence of errors, fraud, irregularities and illegal acts. By signing this letter, you agree that you will
provide this cooperation and that you will be totally honest with us.
Based on that assessment, the standards require us to design the audit to obtain reasonable, rather than
absolute, assurance about whether the financial statements are free of material misstatement, whether
caused by errors, fraud, irregularities and illegal acts. Accordingly, a material misstatement may remain
undetected. While we are required to exercise due care and professional skepticism, since our opinion is
based on the concept of reasonable assurance, we are not an insurer and our report does not constitute a
guarantee. We will inform you of all matters of fraud that come to our attention. We will also inform
you of illegal acts that come to our attention, unless they are clearly inconsequential. We will inform you
of any need to extend our procedures because of them and our estimate of their additional cost.
The discovery, subsequent to the date of the auditor’s report, that one or more errors, frauds,
irregularities, or illegal acts causing the financial statements to contain one or more material
misstatements, have occurred does not necessarily mean that our audit was not conducted in accordance
with generally accepted auditing standards.

Page 37 of 46

An audit includes obtaining an understanding of internal control sufficient to plan the audit, but is not
designed to provide assurance on internal control or to identify significant deficiencies. However,
during the audit, if we become aware of such reportable conditions or ways that we believe management
practices can be improved, we will communicate them to you in a separate letter.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. Our
procedures will include tests of documentary evidence supporting the transactions recorded in the
accounts, and may include direct confirmation of receivables and certain other assets and liabilities by
correspondence with selected individuals, legal counsel, creditors, and financial institutions.
The District’s management hereby promises that it will make every diligent effort to maintain proper
books and records that accurately reflect its business activities, that it will be completely truthful with us
and that we may rely upon both oral and written statements and responses to questions. Management
further promises to immediately advise us if it becomes aware of any inaccuracy in the record-keeping or
dishonesty in any of its business dealings, including its statements to us. Management acknowledges that
the promises are the cornerstone of its relationship with us and are made to induce us to accept this audit
engagement, and that we would not accept this audit engagement without such promises.
Management is responsible for making all financial records and related information available for
purposes of the audit. In the event that the financial information provided is incomplete or inaccurate,
then we will either complete the work at our standard rate, or delay the audit until this information is
complete and accurate.
At the conclusion of our audit, we will require you to furnish us a management representation letter
confirming, among others, your responsibility for your financial statements and for the design and
implementation of programs and controls to prevent and detect fraud. This letter is a required audit
procedure prior to issuing our report. By signing this engagement letter and furnishing a management
representation letter, you agree to indemnify us and hold us harmless for any liability and costs arising
from knowing misrepresentations by management.
In accordance with the requirements of Government Auditing Standards, we will also issue a written
report describing the scope of our testing over internal control over financial reporting and over
compliance with laws, regulations, and provisions of grants and contracts, including the results of that
testing. However, providing an opinion on internal control and compliance will not be an objective of the
audit and, therefore, no such opinion will be expressed.
V.

OTHER STIPULATIONS
Fees

Our fees for the audits will be $9,800, $10,200 and $10,500 for fiscal years ending June 30, 2012, 2013
and 2014, respectively. This fee includes the costs of a board presentation in Sacramento County,
additional cost will be added for time and travel expense to an alternate location. Invoices are payable
upon presentation. Unpaid fee balances 30 days over due will bear interest at 18 percent per annum.
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Whenever possible, we will attempt to use your organization’s personnel to assist in the preparation of
schedules and analyses of accounts. We understand that your employees will prepare all cash or other
confirmations we request and will locate any invoices selected by us for testing. This effort could
substantially reduce our time requirements, facilitate the timely conclusion of the audit, and help you
hold down audit fees. If assistance is not provided or accounting is not complete and we must complete
these items, the additional time and costs will be charged at our standard hourly rates.

Our initial fee estimate assumes we will receive the aforementioned assistance from your
personnel and unexpected circumstances will not be encountered. In the event that the GASB,
FASB, AICPA, GAO, OMB, or the State issues additional standards or audit procedures that
require additional work during the audit period, we will discuss these requirements with you
before proceeding further. Before starting the additional work, we will prepare an estimate of the
time necessary, as well as the fee for performing the additional work. Our fee for addressing the
additional requirements will be our standard hourly rates for each person involved in the
additional work.
Reports
We will provide you with 15 copies of the report. If you intend to publish or otherwise reproduce the
financial statements and make reference to our firm, you agree to provide us with printers’ proofs or
masters for our review and approval before printing. You also agree to provide us with a copy of the final
reproduced material for our approval before it is distributed.
You agree to distribute the report to those charged with governance and the appropriate officials of the
responsible party.
Working Papers
The working papers for this engagement are the property of James Marta & Company and constitute
confidential information. However, we may be requested to make certain working papers available or
provide copies of them to certain regulators pursuant to authority given to it by law or regulation. If
requested, access to such working papers will be provided under the supervision of James Marta &
Company.
We agree to retain our workpapers related to this audit for a period of at least seven (7) years from the
date of our report.
Mediation Provision
Disputes arising under this agreement (including scope, nature, and quality of services to be performed
by us, our fees and other terms of the engagement) shall be submitted to mediation. A competent and
impartial third party, acceptable to both parties shall be appointed to mediate, and each disputing party
shall pay an equal percentage of the mediator’s fees and expenses. No suit or arbitration proceedings
shall be commenced under this agreement until at least 60 days after the mediator’s first meeting with the
involved parties. If the dispute requires litigation, the court shall be authorized to impose all defense
costs against any non-prevailing party found not to have participated in the mediation process in good
faith.
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Several technical accounting and auditing words and phrases have been used herein. We presume you to
understand their meaning or that you will notify us otherwise so that we can furnish appropriate
explanations.
If the foregoing is in accordance with your understanding, please indicate your agreement by signing the
duplicate copy of this letter and returning it to us.
We appreciate the opportunity to serve you and look forward to working with you and your staff.

James Marta & Company

RESPONSE:
This letter correctly sets forth our understanding.
Approved by:
Title:
Date:
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Agenda Item 9
SUBJECT:

CalMHSA Indirect Rate Update

BACKGROUND AND STATUS:
The CalMHSA officers have requested the Finance Committee discuss an indirect rate or indirect
rate range to be utilized and reported for CalMHSA. The discussion for the CalMHSA indirect rate
is based on the estimated expenditures for the three CalMHSA programs—Technical Assistance
and Capacity Building (TTACB), Contra Costa County WET Program (CCCWET), and PEI Statewide
Projects (PEI). CalMHSA manages the complete program for TTACB and PEI, and serves only as
the fiscal intermediary for CCCWET.
The CalMHSA contract with the Department of Mental Health (DMH) does not specify regulations
or provide guidelines for cost principles. Staff has based its guidance on the Federal guidelines
utilized for Federal awards (OMB Circular A‐87, Part 225 – Cost Principles for State, Local, and
Indian Tribal Governments). These are the same cost principles used by county governments and
non‐profits partners (Part 230) for determination of allowable costs and classifications of direct
and indirect costs for Federal programs. The guidelines for determining direct costs and indirect
costs are summarized below.
Direct Costs—those that can be identified specifically with a particular final cost objective.
Examples are:
•

Salaries, benefits and compensation of persons working on program.

•

Materials acquired or used for the program.

•

Travel Associated with the project

•

Capital expenditures

Indirect Costs—those incurred for a common or joint purpose benefiting more than one cost
objective (program), and not readily assignable to the cost objective specifically benefitted.
Staff has compiled a table of costs of the CalMHSA programs allocated into direct and indirect
costs below.
Expenses

TTACB1
Historical
Percent

Contra Costa – WET2
Historical
Percent

Planning Expenses

PEI Statewide Projects3
Historical
Percent
$1,141,944

8%

$462,926

85%

$135,000

87%

12,582,508

85%

83,000

15%

13,450

9%

476,483

3%

Total Direct Program Expenses

545,926

100%

148,450

96%

14,200,935

96%

General & Admin (Indirect Costs)

‐

6,750

4%

571,006

4%

Total Expenses

$545,926

$155,200

100%

$14,771,941

100%

Program Contracts
Program Implementation,
Management and Oversight

100%
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1. TTACB Program—in the development stages of contracting for the TTACB program
15% was maintained for staffing program for implementation, management and
oversight. Direct Staffing actual is 15%. Staff did not include an indirect cost rate for this
program in the budget. The authorized indirect cost rate will be utilized for budgets in
future contracts.
2. CCCWET Program—CalMHSA has executed a contract to provide fiscal intermediary
services only. The 9% of program management will be performed by Contra Costa
County and CalMHSA has contracted for a 5% indirect cost rate for fiscal intermediary
services based on the program contract amount of $135,000.
3. PEI Program—staff has utilized the cost and allocation principles as described in OMB
A‐87, Part 225 to record direct and indirect costs and the allocation of staff time is
based on time report for the year ended June 30, 2012.
Based on consideration of CalMHSA’s historical experience, staff recommends consideration for
CalMHSA to utilize indirect cost range of 4% to 8% to be determined during contract development
of new programs based on contract specifications.
RECOMMENDATION:
Discussion and/or action as deemed appropriate.
REFERENCE MATERIALS ATTACHED:
•

None
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Agenda Item 10
SUBJECT:

Finance Committee Calendar, Fiscal Year 2012‐13

BACKGROUND AND STATUS:
As directed by the Finance Committee on the May 21, 2012 teleconference, staff has created a
committee calendar for fiscal year 2012‐2013. Dates have been selected based upon the board of
directors meeting schedule and items needing the committee’s attention.
RECOMMENDATION:
Approval of a Finance Committee Calendar, Fiscal Year 2012‐13.
REFERENCE MATERIALS ATTACHED:
•

Finance Committee Calendar, Fiscal Year 2012‐13
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m

T
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U
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ation Work
P
Plan
C
CalMHSA Indirrect Rate
FFinancial Audiit Engagement Letter
SState Hospitall Beds

N
November 26 or 27, 2012

3:00 pm
m – 4:00 pm

T
Teleconferencce
R
Review of Drafft Financial Au
udit, June 30, 2
2012
R
Review of the first quarter ffinancial stateements for
tthe period endding Septembeer 30, 2012

M
March 25 or 26, 2013

3:00 pm
m – 4:00 pm

T
Teleconferencce
R
Review of thee second quartter financial sstatements
ffor the period ending Decem
mber 31, 2012

M
May 27 or 28, 2013

3:00 pm
m – 4:00 pm

T
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R
Review of the third quarter financial stateements for
tthe period endding March 31,, 2013
R
Review of Ann
nual Revenuee and Expensee Report –
P
Proposed Budg
dget, June 30, 2
2013 for preseentation at
JJune 13, 2012 Board of Direcctors Meeting
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Agenda Item 11
SUBJECT:

Discussion on Statewide Hospital Beds

BACKGROUND AND STATUS:
CalMHSA has proceeded with the direction provided by the Board of Directors to begin the
administrative planning for implementation on one of the priority items identified at the April 13,
2012 Strategic Planning Session. This priority item is in regard to CalMHSA working with CMHDA
to explore the feasibility of the JPA acting on behalf of member counties (and possibly
non‐member counties via a contractual agreement) in the development of an annual purchase
agreement with the new State Department of Hospitals for a statewide utilization of state
hospitals beds (as provided under sections 4330 et seq. of WIC). Since that planning meeting in
April, CalMHSA and CMHDA have been working closely in moving this item forward.
As part of the initial planning, on June 14, 2012, Mr. John Chaquica, CalMHSA Executive Director,
asked the CalMHSA Board to approve the JPA as a contracting entity on behalf of all participating
counties. In addition, Mr. Chaquica requested approval to establish a budget up to $100,000 for
planning and development as CalMHSA has no discretionary funds for such administrative
activity. The Board approved both recommendations.
On June 19, 2012, there was a meeting at the Department of Mental Health (DMH). DMH was
represented by Cliff Allenby, Kathy Gaither (by telephone), Cynthia Rodriguez, Mark Beckley, Irene
Briggs, and Pam Ahlin. CalMHSA was represented by William Arroyo and Mary Marx from Los
Angeles County (by telephone), Allan Rawland (by telephone), Doug Alliston, and John Chaquica.
CMHDA was represented by Patricia Ryan and Don Kingdon. Discussion included CalMHSA’s
authority to act; the impact on nonmember counties, if any; DMH’s preference for a MOU over a
contract; bed rates; utilization; flow of funds; basis for the 2012‐13 rates; and the prior Small
Counties Bed Pool.
Since the June Board meeting, staff has surveyed the counties for interest in participation in Phase
One, which includes the necessary administrative planning with a proposed budget of up to
$100,000 that would be proportionally incurred by those participating counties.
In addition, staff has solicited CalMHSA Members (or their designated staff) for a short‐term Work
Group for the development of the Statewide Hospital Bed Utilization Plan, which is being proposed
to have seven county representatives. It is recommended that participants on the Work Group be
CalMSHA Board members or the members’ delegate, preferably someone who has been involved
with managing their county’s State Hospital Bed contract. Don Kingdon, CMHDA, will also
participate in the work group, which will be convened by CalMHSA staff.
As an update, CalMHSA has:
1. Received affirmative responses from 19 counties representing 264 beds.
2. Received two negative responses on the basis that those counties do not procure state
hospital beds.
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3. Received six responses from interested individuals willing to participate in the short‐term
Work Group. The Executive Director with concurrence from the President will select the
seven representatives ensuring diverse representation by size and location.
4. Directed counsel to send a memo to legal counsel for the Department of State Hopsitals
(DSH) explaining the authority for JPA to act on behalf of the counties, along with a copy of
the agenda item subsequently approved by CalMHSA’s Board.
5. Engaged in ongoing communication with DSH about CalMHSA progress and its readiness to
review their first draft of a MOU (they are moving to a MOU from a contract). The
department’s attorney indicates they have formed a committee to work on the proposed
MOU.
6. Begun working on the development of a “County Participation Agreement”, and have
reviewed the formation documents of the prior Small Counties Bed Pool. Staff will await the
proposed MOU before creating a working draft the County Participation Agreement for
circulation and review.
7. CalMHSA's attorney is reviewing WIC 17601 regarding the “election” each county is
entitled to make between paying state hospital bed reimbursement directly or having it
withheld by the Controller’s office from monthly realignment amounts that would
otherwise be distributed to the county.
8. Proposed the following timeline:
a. Establish Working Group by August, 2012
b. MOU for 2012‐13, July to Dec 1 to complete, with a target of October, 2012
c. MOU for 2013‐14, April to June 30, 2013 to complete, with a target by May, 2013
d. County Participation Agreement drafted by September, 2012
e. Operations Plan (administrative, fiscal and bed management)
•

Plan will be drafted for input by October

•

Plan can be executed at one of the three points:
1. MOU completion (October–Dec)
2. January 1, 2013 as final bed count is due to DSH
3. July 1, 2013 contractual agreement or MOU

f. Management and working with the State will start with completion of MOU.
RECOMMENDATION:
Discussion and/or action as deemed appropriate.
REFERENCE MATERIALS ATTACHED:
•

None
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