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AGREEMENT FOR SPECIAL SERVICES
C & D’S GUEST HOMES, INC.

AND
MERCED COUNTY

CONTRACT NO. __________

THIS AGREEMENT, is made and entered into by and between the County of Merced, a 
political subdivision of the State of California, (hereinafter referred to as "County"), and C 
& D’s Guest Homes Inc., located at 6314 Atwater Jordan Road in Atwater, CA, 
(hereinafter referred to as "Contractor").

WHEREAS, County through its Behavioral Health and Recovery Services (BHRS) 
Department desires to contract with Contractor for special services which consist of 
residential care services, to consumers of the Department; and; 

WHEREAS, Contractor is specially trained, experienced, and competent to perform such 
services in connection placements in a residential care facility; and 

WHEREAS, the parties desire to set forth herein the terms and conditions under which 
said services shall be furnished.

NOW, THEREFORE, in consideration of the mutual covenants and promises herein 
contained, the parties hereby agree as follows:

1. SCOPE OF SERVICES

Contractor shall perform the required Board and Care services authorized by the 
BHRS, specified in Exhibit C, which is incorporated herein, and in accordance with 
the standards therein.

The following exhibits are specifically incorporated by reference, attached hereto, 
and made a part hereof, except when in conflict with this Agreement or modified 
herein: 

Exhibit A- Mental Health Services Additional Terms & Conditions
Exhibit B - Budget or Rate Schedule 
Exhibit C- Scope of Services
Exhibit E - HIPAA Business Associate Addendum

2. TERM

The term of this Agreement shall commence on the 15th day of November, 2018, 
and continue until the 30th day of June, 2020, unless sooner terminated in 
accordance with the sections entitled “TERMINATION FOR CONVENIENCE” or 
“TERMINATION FOR CAUSE”, as set forth elsewhere in this Agreement.
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3. COMPENSATION

County agrees to pay Contractor an rates defined in Exhibit B for time actually 
engaged in the performance of such work, as are more specifically set forth under 
Section “SCOPE OF SERVICES”, whether said work be performed at County 
premises or elsewhere, but such compensation shall not be paid for time 
necessary to travel from Contractors location to County premises.  This fee 
includes, but is not limited to, Contractors time on-site, preparation time associated 
with this Agreement, and all out-of-pocket expenses.  No other fees or expenses 
of any kind shall be paid to Contractor in addition to those rates or expenses listed 
herein.  These rates may be subject to withholding for State of California income 
tax.

Any and/or all payments made under this Agreement shall be paid by check, 
payable to the order of the Contractor and be mailed to Contractor at:
 

Name: C & D’s Guest Homes, Inc.
Address: P.O. Box 1465
City/State/Zip: Atwater, CA  95301

Contractor may request that County mail the check to Contractor to such other 
address as Contractor may from time to time designate to County.  Such request 
must be made in writing in accordance with the procedures as outlined under 
Section “NOTICES”.

4. PRICING CONDITIONS

County agrees to pay Contractor for all services required herein as prescribed, 
fixed at the submitted pricing, which shall include reimbursement for all expenses 
incurred. No other expenses shall be paid to Contractor without formal approval of 
the County’s Board of Supervisors or its authorized agent. 

County shall not be responsible for any charges or expenses incurred by 
Contractor, his/her agents, employees or independent Contractors, other than 
those listed herein, in connection with the performance of services hereunder 
unless authorized in advance in writing by County.

5. TERMS OF PAYMENT

Payment shall be only for full and complete satisfactory performance of the 
services required to be provided herein and as set forth under Section "SCOPE 
OF SERVICES."  Payment shall be made in the following manner:

Contractor shall submit monthly itemized invoices, or alternate documentation as 
deemed appropriate in advance by County, for services it has provided and for the 
amount owed under this Agreement.  In addition to the invoices submitted by the 
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Contractor for payment, Contractor must complete and submit to the County, Form 
W-9, “A Request for Taxpayer Identification Number and Certification”. 
(www.irs.gov/pub/irs-pdf/fw9.pdf)  Both invoices and the W-9 form shall be 
forwarded to the County at the County address indicated under Section 
“NOTICES” of this Agreement.

Each invoice or approved alternate documentation must:

A. Detail by task the service performed by Contractor.

B. Detail the labor cost (number of hours) attributed to each task.

C. Show the cumulative cost for all tasks performed to date.

D. Provide any additional information and data requested by County as 
deemed necessary by County to properly evaluate or process Contractors 
claim.

Upon approval by County, the fee due hereunder shall be paid to Contractor within 
thirty (30) days following receipt of a proper invoice.  

6. NO PAYMENT FOR SERVICE PROVIDED FOLLOWING EXPIRATION / 
TERMINATION OF AGREEMENT

Contractor shall have no claim against County for payment of any kind whatsoever 
for any services provided by Contractor which were provided after the expiration 
or termination of this Agreement.

7. NOTICES

All notices, requests, demands or other communications under this Agreement 
shall be in writing.  Notice shall be sufficiently given for all purposes as follows:

A. Personal Delivery.  When personally delivered to the recipient, notice is 
effective upon delivery.

B. First Class Mail.  When mailed first class to the last address of the recipient 
known to the party giving notice, notice is effective three mail delivery days 
after deposit in a United States Postal Service office or mailbox.

C. Certified Mail.  When mailed by certified mail, return receipt requested, 
notice is effective upon receipt, if delivery is confirmed by a return receipt.

D. Overnight Delivery.  When delivered by an overnight delivery service, 
charges prepaid or charged to the sender’s account, notice is effective on 
delivery, if delivery is confirmed by the delivery service.

http://www.irs.gov/pub/irs-pdf/fw9.pdf
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E. Facsimile Transmission.  When sent by fax to the last fax number of the 
recipient known to the party giving notice, notice is effective upon receipt, 
provided that: a) a duplicate copy of the notice is promptly given by first 
class mail or certified mail or by overnight delivery, or b) the receiving party 
delivers a written confirmation of receipt.  Any notice given by fax shall be 
deemed received on the next business day if received after 5:00 P.M. 
(recipient’s time) or on a non-business day.

Any correctly addressed notice that is refused, unclaimed or undeliverable 
because of an act or omission of the party to be notified shall be deemed effective 
as of the first date that the notice was refused, unclaimed or deemed undeliverable 
by the postal authorities, messengers or overnight delivery service.

Information for notice to the parties to this Agreement at the time of endorsement 
of this Agreement is as follows:

County of Merced c/o C & D’s Guest Homes, Inc.
Behavioral Health and Attn:  Chante Dobbins
Recovery Services 6314 Atwater Jordan Road
P.O. Box 2086 Atwater, CA  95301
Merced, CA  95340 (209)769-4541
(209) 381-6816 chanted3@aol.com

Any party may change its address or fax number by giving the other party notice 
of the change in any manner permitted by this Agreement.

8. CONDITION SUBSEQUENT/NON-APPROPRIATION OF FUNDING

The compensation paid to CONTRACTOR pursuant to this Agreement is based 
on COUNTY’S continued appropriation of funding for the purpose of this 
Agreement, as well as the receipt of local, county, state and/or federal funding for 
this purpose.  The parties acknowledge that the nature of government finance is 
unpredictable, and that the rights and obligations set forth in this Agreement are 
therefore contingent upon the receipt and/or appropriation of the necessary funds.  
In the event that funding is terminated, in whole or in part, for any reason, at any 
time, this Agreement and all obligations of the COUNTY arising from this 
Agreement shall be immediately discharged. COUNTY agrees to inform 
CONTRACTOR no later than ten (10) calendar days after the COUNTY 
determines, in its sole judgment, that funding will be terminated and the final date 
for which funding will be available.  Under these circumstances, all billing or 
other claims for compensation or reimbursement by CONTRACTOR arising out of 
performance of this Agreement must be submitted to COUNTY prior to the final 
date for which funding is available. In the alternative, COUNTY and 
CONTRACTOR may agree, in such circumstance, to a suspension or modification 
of either party's rights and obligations under this Agreement.  Such a modification, 
if the parties agree thereto, may permit a restoration of previous contract terms in 
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the event funding is reinstated.  Also in the alternative, the COUNTY may, if funding 
is provided to the COUNTY in the form of promises to pay at a later date, whether 
referred to as “government warrants”, “IOUs”, or by any other name, the COUNTY 
may, in its sole discretion, provide similar promises to pay to the CONTRACTOR, 
which the CONTRACTOR hereby agrees to accept as sufficient payment until cash 
funding becomes available.

9. TERMINATION FOR CONVENIENCE

This Agreement, notwithstanding anything to the contrary herein above or 
hereinafter set forth, may be terminated by County at any time without cause or 
legal excuse by providing the other party with thirty (30) calendar days written 
notice of such termination. 

Upon effective date of termination, County shall have no further liability to 
Contractor except for payment for actual services incurred during the performance 
hereunder.  Such liability is limited to the time specified in said notice and for 
services not previously reimbursed by County.  Such liability is further limited to 
the extent such costs are actual, necessary, reasonable, and verifiable costs and 
have been incurred by Contractor prior to, and in connection with, discontinuing 
the work hereunder.

10. TERMINATION FOR CAUSE

The County may terminate this Agreement and be relieved of making any 
payments to Contractor, and all duties to Contractor should the Contractor fail to 
perform any material duty or obligation of the Agreement.  Notice shall be given as 
otherwise provided herein.  In the event of such termination the County may 
proceed with the work in any manner deemed proper by the County.  All costs to 
the County shall be deducted from any sum otherwise due the Contractor and the 
balance, if any, shall be paid to the Contractor upon demand.  Such remedy is in 
addition to such other remedies as may be available to the County provided by 
law.

11. MODIFICATION OF THE AGREEMENT

Notwithstanding any of the provisions of this Agreement, the parties may agree to 
amend this Agreement.  No alteration or variation of the terms of this Agreement 
shall be valid unless made in writing and signed by the parties hereto.  No oral 
understanding or agreement not incorporated herein shall be binding on any of the 
parties hereto

12. INSURANCE

A.  Prior to the commencement of work, and as a precondition to this contract, 
Contractor shall purchase and maintain the following types of insurance for 
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the stated minimum limits indicated during the term of this Agreement.  
Contractor shall provide a certificate of insurance and endorsements 
naming County as an additional insured on each policy.  The insurance 
carrier shall be required to give County notice of termination at least 10 days 
prior to the intended termination of any specified policy.  Each certificate of 
insurance shall specify if Contractor has a SIR, and if so, Contractor shall 
be required to provide the entire policy of insurance with which it has a SIR 
and/or deductible.

1. Commercial General Liability: $1,000,000 per occurrence and 
$2,000,000 annual aggregate covering bodily injury, personal injury 
and property damage. The County and its officers, employees and 
agents shall be endorsed to above policies as additional insured, 
using ISO form CG2026 or an alternate form that is at least as broad 
as form CG2026, as to any liability arising from the performance of 
this Agreement.

2. Automobile Liability: $1,000,000 per accident for bodily injury and 
property damage, or alternatively split limits of $500,000 per person 
and $1,000,000 per accident for bodily injury with $250,000 per 
accident for property damage.

3. Workers Compensation:  Statutory coverage, if and as required 
according to the California Labor Code, including Employers' Liability 
limits of $1,000,000 per accident.  The policy shall be endorsed to 
waive the insurer's subrogation rights against the County.

4.  Professional Liability: $2,000,000 limit per occurrence and 
$4,000,000 annual aggregate limit covering Contractors wrongful 
acts, errors and omissions.  Any aggregate limit for professional 
liability must be separate and in addition to any CGL aggregate limit.

B. Insurance Conditions
1. Insurance is to be primary and non-contributory with any insurance 

of the County, and placed with admitted insurers rated by A.M. Best 
Co. as A:VII or higher.  Lower rated, or approved but not admitted 
insurers, may be accepted if prior approval is given by the County’s 
Risk Manager.

2. Each of the above required policies shall be endorsed to provide 
County with 30 days prior written notice of cancellation.  County is 
not liable for the payment of premiums or assessments on the policy.  
No cancellation provisions in the insurance policy shall be construed 
in derogation of the continuing duty of Contractor to furnish insurance 
during the term of this Agreement.
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3. If the contractor maintains broader coverage and/or higher limits than 
the minimums shown above, the County requires and shall be 
entitled to the broader coverage and/or the higher limits maintained 
by the contractor. Any available insurance proceeds in excess of the 
specified minimum limits of insurance and coverage shall be 
available to the County

4. If the Contractor uses Sub-Contractors or others to perform work 
under this contract, such Sub-Contractor or other persons shall be 
Named Insured or Additionally Insured to the Contractor’s required 
insurance coverage, or required by the Contractor to comply with 
equivalent insurance and conditions of this Section.

13. INDEMNIFICATION

Contractor has the contracted duty (hereinafter "the duty") to indemnify, defend 
and hold harmless, COUNTY, its Board of Supervisors, officers, employees, 
agents and assigns from and against any and all claims, demands, liability, 
judgments, awards, interest, attorney’s fees, costs, experts’ fees and expenses of 
whatsoever kind or nature, at any time arising out of or in any way connected with 
the performance of this Agreement, whether in tort, contract or otherwise.  This 
duty shall include, but not be limited to, claims for bodily injury, property damage, 
personal injury, and contractual damages or otherwise alleged to be caused to any 
person or entity including, but not limited to employees, agents and officers of 
Contractor.  

Contractor’s liability for indemnity under this Agreement shall apply, regardless of 
fault, to any acts or omissions, willful misconduct or negligent conduct of any kind, 
on the part of the Contractor, its agents, sub-Contractors and employees.  The 
duty shall extend to any allegation or claim of liability except in circumstances 
found by a jury or judge to be the sole and legal result of the willful misconduct of 
County.  This duty shall arise at the first claim or allegation of liability against 
County.  Contractor will on request and at its expense defend any action suit or 
proceeding arising hereunder.   This clause for indemnification shall be interpreted 
to the broadest extent permitted by law.

14. INDEPENDENT CONTRACTOR

It is mutually understood and agreed that Contractor is an independent Contractor 
in the performance of the work duties and obligations devolving upon Contractor 
under this Agreement.  County shall neither have, nor exercise any control or 
direction over the methods by which Contractor shall perform the assigned work 
and functions.  The contractual interest of County is to assure that the services 
covered by this Agreement shall be performed and rendered in a competent, 
efficient and satisfactory manner.
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It is agreed that no employer-employee relationship is created and Contractor shall 
hold County harmless and be solely responsible for withholding, reporting and 
payment of any federal, state or local taxes; any contributions or premiums 
imposed or required by workers' compensation; any unemployment insurance; any 
social security income tax; and any other obligations from statutes or codes 
applying to Contractor, or its sub-Contractors and employees, if any.
It is mutually agreed and understood that Contractor, its sub-Contractors and 
employees, if any, shall have no claim under this Agreement or otherwise against 
the County for vacation pay, sick leave, retirement or social security benefits, 
occupational or non-occupational injury, disability or illness, or loss of life or 
income, by whatever cause.

Contractor shall insure that all its personnel and employees, sub-Contractors and 
their employees, and any other individuals used to perform the contracted services 
are aware and expressly agree that County is not responsible for any benefits, 
coverage or payment for their efforts.

15. RECORDS, INFORMATION AND REPORTS

CONTRACTOR shall maintain full and accurate records with respect to all matters 
covered under this Agreement. To the extent permitted by law, COUNTY shall 
have free access at all proper times or until the expiration of ten (10) years after 
the furnishing of services to such records, the last date of service, or termination 
of contract, or for minors, until one (1) years after the age of 18 but no less than 
ten (10) years from the final date of services and the right to examine and audit the 
same and to make transcripts therefrom, and to inspect all data, documents, 
proceedings, and activities pertaining to this Agreement.

To the extent permitted by law, CONTRACTOR shall furnish COUNTY such 
periodic reports as COUNTY may request pertaining to the work or services 
undertaken pursuant to this Agreement.  The costs and obligations incurred or to 
be incurred in connection therewith shall be borne by the CONTRACTOR.

To the extent permitted by law, CONTRACTOR shall furnish COUNTY such 
periodic reports as COUNTY may request pertaining to the work or services 
undertaken pursuant to this Agreement.  

16. OWNERSHIP OF DOCUMENTS

To the extent permitted by law, all technical data, evaluations, plans, 
specifications, reports, documents, or other work products developed by 
Contractor hereunder are the exclusive property of County and upon request of 
County shall be delivered to County upon completion of the services authorized 
hereunder. In the event of termination, all finished or unfinished documents and 
other materials, if any, at the option of County, and to the extent permitted by law, 
shall become the property of the County.  Contractor may retain copies thereof for 
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its files and internal use.
  
Any publication of information directly derived from work performed or data 
obtained in connection with services rendered under this Agreement must be first 
approved by County.  

17. QUALITY OF SERVICE

Contractor shall perform its services with care, skill, and diligence, in accordance 
with the applicable professional standards currently recognized by such 
profession, and shall be responsible for the professional quality, technical 
accuracy, completeness, and coordination of all reports, designs, drawings, plans, 
information, specifications, and/or other items and services furnished under this 
Agreement.

Contractor shall, without additional compensation, correct or revise any errors or 
deficiencies immediately upon discovery in its reports, drawings, specifications, 
designs, and/or other related items or services.

18. PERSONAL SATISFACTION AS A CONDITION PRECEDENT

The obligations of County as provided in this Agreement are expressly conditioned 
upon Contractor’s compliance with the provisions of this Agreement to the personal 
satisfaction of the County. County shall determine compliance in good faith as a 
reasonable person would under the circumstances.

19. ENTIRE AGREEMENT

This Agreement and any additional or supplementary document or documents 
incorporated herein by specific reference contain all the terms and conditions 
agreed upon by the parties hereto, and no other contracts, oral or otherwise, 
regarding the subject matter of this Agreement or any part thereof shall have any 
validity or bind any of the parties hereto.

20. COUNTY NOT OBLIGATED TO THIRD PARTIES

County shall not be obligated or liable hereunder to any party other than 
Contractor.

21. LAWS, LICENSES, PERMITS AND REGULATIONS

Contractor and County agree to comply with all State laws and regulations that 
pertain to construction, health and safety, labor, minimum wage, fair employment 
practice, equal opportunity, and all other matters applicable to Contractor and 
County, their sub-grantees, Contractors, or sub-Contractor, and their work.
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Contractor shall possess and maintain all necessary licenses, permits, certificates 
and credentials required by the laws of the United States, the State of California, 
County of Merced and all other appropriate governmental agencies, including any 
certification and credentials required by County.  Failure to maintain the licenses, 
permits, certificates, and credentials shall be deemed a breach of this Agreement 
and constitutes grounds for the termination of this Agreement by COUNTY.

22. LIMITED AFFECT OF WAIVER OR PAYMENT

In no event shall the making, by County, of any payment to Contractor constitute, 
or be construed as, a waiver by County of any breach of covenant, or any default 
which may then exist, on the part of Contractor.  The making of any such payment 
by County while any such breach or default shall exist, shall not be construed as 
acceptance of substandard or careless work or as relieving Contractor from its full 
responsibility under this Agreement.

No waiver by either party of any default, breach or condition precedent shall be 
valid unless made in writing and signed by the parties hereto. No oral waiver of 
any default, breach or condition precedent shall be binding on any of the parties 
hereto. Waiver by either party of any default, breach or condition precedent shall 
not be construed as a waiver of any other default, breach or condition precedent, 
or any other right hereunder.

23. PERSONNEL

Contractor represents that it has, or will secure at its own expense, all personnel 
required in performing the services under this Agreement.  All of the services 
required hereunder will be performed by Contractor or under its supervision, and 
all personnel engaged in the work shall be qualified to perform such services. 

24. APPLICABLE LAW; VENUE

All parties agree that this Agreement and all documents issued or executed 
pursuant to this Agreement as well as the rights and obligations of the parties 
hereunder are subject to and governed by the laws of the State of California in all 
respects as to interpretation, construction, operation, effect and performance.  No 
interpretation of any provision of this Agreement shall be binding upon County 
unless agreed in writing by County and counsel for County.

Notwithstanding any other provision of this Agreement, any disputes concerning 
any question of fact or law arising under this Agreement or any litigation or 
arbitration arising out of this Agreement, shall be tried in Merced County, unless 
the parties agree otherwise or are otherwise required by law.
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25. BREACH OF CONTRACT

Upon breach of this Agreement by Contractor, County shall have all remedies 
available to it both in equity and/or at law.

26. REMEDY FOR BREACH AND RIGHT TO CURE

Notwithstanding anything else in this Agreement to the contrary, if Contractor fails 
to perform any obligation of this Agreement, the County may itself perform, or 
cause the performance of, such agreement or obligation.  In that event, Contractor 
will, on demand, fully reimburse County for all such expenditures.  Alternatively, 
County, at its option, may deduct from any funds owed to Contractor the amount 
necessary to cover any expenditures under this provision.  This is in addition to 
any other remedies available to the County by law or as otherwise stated in this 
Agreement. 

27. SUCCESSORS IN INTEREST

All the terms, covenant, and conditions of this Agreement shall be binding and in 
full force and effect upon any successors in interest and assigns of the parties 
hereto.  This paragraph shall not be deemed as a waiver of any of the conditions 
against assignment set forth herein.

28. CONFLICT OF INTEREST

Contractor covenants that it presently has no interest and shall not acquire any 
interest, direct or indirect, which would conflict in any manner or degree with the 
performance of this Agreement. Contractor shall ensure that no conflict of interest 
exists between its officers, employees, or sub-Contractors, and the County.  
Contractor shall ensure that no County officer or employee in a position that 
enables them to influence this Agreement will have any direct or indirect financial 
interest resulting from this Agreement. Contractor shall ensure that no County 
employee shall have any relationship to the Contractor or officer or employee of 
the Contractor, nor that any such person will be employed by Contractor in the 
performance of this Agreement without immediate divulgence of such fact to the 
County.

29. NONDISCRIMINATION IN EMPLOYMENT, SERVICES, BENEFITS AND 
FACILITIES

Contractor and any sub-Contractors shall comply with all applicable federal, state, 
and local Anti-discrimination laws, regulations, and ordinances and shall not 
unlawfully discriminate, deny family care leave, harass, or allow harassment 
against any employee, applicant for employment, employee or agent of County, or 
recipient of services contemplated to be provided or provided under this 
Agreement, because of race, ancestry, marital status, color, religious creed, 
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political belief, national origin, ethnic group identification, sex, sexual orientation, 
age (over 40), medical condition (including HIV and AIDS), or physical or mental 
disability.  Contractor shall ensure that the evaluation and treatment of its 
employees and applicants for employment, the treatment of County employees 
and agents, and recipients of services are free from such discrimination and 
harassment.

Contractor represents that it is in compliance with and agrees that it will continue 
to comply with the Americans with Disabilities Act of 1990 (42 U.S.C. § 12101 et 
seq.), the Fair Employment and Housing Act (Government Code §§ 12900 et seq.), 
and ensure a workplace free of sexual harassment pursuant to Government Code 
12950; and regulations and guidelines issued pursuant thereto.

Contractor agrees to compile data, maintain records and submit reports to permit 
effective enforcement of all applicable antidiscrimination laws and this provision.

Contractor shall include this nondiscrimination provision in all subcontracts related 
to this Agreement and when applicable give notice of these obligations to labor 
organizations with which they have Agreements.

30. CAPTIONS

The captions of each paragraph in this Agreement are inserted as a matter of 
convenience and reference only, and in no way define, limit, or describe the scope 
or intent of this Agreement or in any way affect it.

31. SUBCONTRACTS - ASSIGNMENT

Contractor shall not subcontract or assign this Agreement, or any part thereof, or 
interest therein, directly or indirectly, voluntarily or involuntarily, to any person 
without obtaining the prior written consent by County.  Contractor remains legally 
responsible for the performance of all contract terms including work performed by 
third parties under subcontracts.  Any subcontracting will be subject to all 
applicable provisions of this Agreement. Contractor shall be held responsible by 
County for the performance of any subcontractor whether approved by County or 
not.

Contractor hereby assigns to the County all rights, title, and interest in and to all 
causes of action it may have under Section 4 of the Clayton Act (15 U.S.C. Sec. 
15) or under the Cartwright Act (Chapter 2 (commencing with Section 16700) of 
Part 2 of Division 7 of the Business and Professions Code), arising from the 
purchase if goods, materials, or services by the Contractor for sale to the County 
pursuant to this Agreement.
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32. SEVERABILITY

If a court of competent jurisdiction holds any provision of this Agreement to be 
illegal, unenforceable or invalid, in whole or in part, for any reason, the validity and 
enforceability of the remaining provisions, or portion of them, will not be affected.  
Compensation due to Contractor from the County may, however, be adjusted in 
proportion to the benefit received despite the removal of the effected provision.

33. DUPLICATE COUNTERPARTS

This Agreement may be executed in duplicate counterparts, each of which shall 
be deemed a duplicate original.  The Agreement shall be deemed executed when 
it has been signed by both parties.
County.

34. DEATH AND DISABILITY  

It is understood and agreed that this Agreement is entered into for the unique 
personal services of Contractor, in the event of his/her death, this Agreement is 
forthwith terminated.  In the event Contractor is disabled permanently or for an 
extended period, County may, at its option, terminate this Agreement forthwith.  
Permanent or extended disability means that Contractor is unable to perform the 
services of this Agreement for such a period of time that it would cause a detriment 
to the County as determined by the reasonable judgment of the County.
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Signature Page

COUNTY OF MERCED C & D’s Guest Homes

A Political Subdivision 

of the State of California

By By 

Chairman, Board of Supervisors Chante Dobbins 

Date

APPROVED AS TO LEGAL FORM REVIEWED AND RECOMMENDED 

JAMES N. FINCHER FOR APPROVAL
MERCED COUNTY COUNSEL

By By
Deputy Yvonnia Brown, MSW

Director, 
Behavioral Health and
Recovery Services 
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Exhibit A – Mental Health Services Additional Terms and Conditions

1. CONFIDENTIALITY

CONTRACTOR and its employees, agents, or subcontractors shall comply with 
applicable laws and regulations, including but not limited to California Welfare & 
Institutions (W&I) Code  Section 5328; 42 C.F.R. Part 2 and 45 C.F.R. Parts 160 
and 164, and to the HITECH Act in 42 C.F.R., Chapter 156, regarding the 
confidentiality of patient information. CONTRACTOR shall not use identifying 
information for any purpose other than carrying out the CONTRACTOR’s 
obligation under this contract.

CONTRACTOR shall not disclose, except as otherwise specifically permitted by 
the contract or authorized by the client/patient, any such identifying information to 
anyone other than the COUNTY without prior written authorization from the 
COUNTY or in accordance with State and Federal laws.

For the purposes of the above paragraphs, identifying information will include, 
but not be limited to:  name, identifying number, symbol, or other identifying 
particular assigned the individual.

The CONTRACTOR agrees to comply with the provisions of Public Law 104-191 
known as The Health Insurance Portability and Accountability Act of 1996 
(HIPAA), and the HIPAA Business Associate addendum attached to this 
Agreement and incorporated by this reference as if fully set forth herein.  Any 
conflict between the terms and conditions of this Agreement and the Business 
Associate Addendum incorporated are to be read so that the more legally 
stringent terms and obligation(s) of the CONTRACTOR shall control and be 
given effect.

COUNTY shall annually monitor CONTRACTOR for compliance and adherence to 
CONTRACTOR’s policies and procedures by requesting CONTRACTOR to attest 
to the completion of training of its staff and providers with annual copies of any 
policies and procedures.

2. COMPLIANCE AND ETHICS

CONTRACTOR agrees to establish ethical standards for all staff employed by 
CONTRACTOR. These standards shall include compliance with state and federal 
regulations for safeguarding client information.  CONTRACTOR agrees to 
orientate and train staff to enforce established ethical standards.  
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CONTRACTOR agrees to establish written policies and procedures that ensure 
organizational and individual compliance.

If CONTRACTOR is unable to establish policies and procedures relating to ethics 
and compliance, CONTRACTOR will notify COUNTY in writing that it intends to 
abide by the Merced County Behavioral Health and Recovery Services’ 
Compliance and Integrated Ethics Plan (CIEP). 

COUNTY shall annually monitor CONTRACTOR for compliance and adherence to 
its policies and procedures by requesting CONTRACTOR to attest to the 
completion of training of its staff and providers with annual copies of any policies 
and procedures.

3. CULTURAL COMPETENCY

“Cultural Competence” means a set of congruent practice skills, behaviors, 
attitudes and policies in a system, agency or among those persons providing 
services that enables that system, agency, or those persons providing services to 
work effectively in a cross-cultural situations. CONTRACTOR shall have a written 
policy and procedure that ensure organizational and individual compliance by its 
staff and providers.

COUNTY shall annually monitor CONTRACTOR for compliance and adherence to 
its policies and procedures by requesting CONTRACTOR to attest to the 
completion of training of its staff and providers with annual copies of any policies 
and procedures.

4. EXCLUDED INDIVIDUALS AND ENTITIES

Employees of CONTRACTOR who, because of convictions or because of current 
or past failures to comply with state and federal program requirements, become 
designated as ineligible persons or are identified for exclusion from involvement in 
state and federal programs, shall be removed from responsibility or participation in 
or involvement with all aspects of this federally funded program, until such time as 
the person or entity is no longer identified on the exclusion lists.

CONTRACTOR shall be responsible to perform ongoing exclusion reviews of 
current employees to ensure that CONTRACTOR does not hire or contract with 
any individual or entity under sanction or exclusion by the state and federal 
government. As an outcome of ongoing exclusion reviews, CONTRACTOR agrees 
to provide to COUNTY written certification under penalty of perjury that no current 
employee, subcontractor, entity or agent is excluded from participation of Medicaid 
or Medi-Cal programs per 42 CFR 455.436 and W&I Code Section 14043.61. 
Detailed reporting shall be made available to COUNTY upon demand. Failure to 
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comply shall lead to contract termination.

CONTRACTOR shall be responsible to ensure and attest to that all providers or 
any person with a 5 percent or more direct or indirect ownership in the provider 
under this Agreement have undergone a criminal background check per 42 CFR 
455.434 and other applicable State requirements based on the category of the 
provider. 

The COUNTY shall not reimburse for past, present or future services rendered by 
individuals that were under employment by CONTRACTOR and have been 
excluded from federal and state participation.

5. MONITORING

COUNTY will monitor ongoing program compliance through facility visits, 
consumer record review and financial record review. COUNTY Contract Monitors 
will visit facilities announced or unannounced.

6. NOTIFICATION OF UNUSUAL OCCURRENCE

CONTRACTOR shall notify COUNTY Compliance Officer and appropriate state 
agency of any unusual occurrences or physical incidents (i.e., abuse, injury and 
death) that may affect COUNTY’s clients within five (5) days of occurrence and, at 
the request of COUNTY and appropriate state agency, provide a copy of all 
investigation reports concerning incidents, as well as the appropriate disposition 
and corrective action taken to resolve the incident.

7. STANDARDS OF PRACTICE

Standards of practice of CONTRACTOR shall be determined by the professional 
standards of CONTRACTOR’s trade or field of expertise and all applicable 
provisions of law and other rules and regulations of any and all governmental 
authorities relating to provision of services as defined in this Agreement.

8. COMPENSATION AND LIABILITY FOR DAMAGES UPON TERMINATION

Neither party shall be relieved of liability to the other for damages sustained by 
either party by virtue of any breach of this Agreement, regardless of whether this 
Agreement was terminated for cause or for convenience. COUNTY may withhold 
any payments not yet made to CONTRACTOR for purpose of setoff until such 
time as the exact amount of damages due to COUNTY from CONTRACTOR is 
determined and established in writing, signed by both parties.
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9.  STAFFING, TRAINING AND SUPERVISION

CONTRACTOR shall train and maintain appropriate supervision of all persons 
providing services under this Agreement with particular emphasis on the 
supervision of para-professionals, interns, students, and clinical volunteers in 
accordance with CONTRACTOR’s clinical supervision policy.  

CONTRACTOR shall be responsible for the training of all appropriate staff on 
applicable State manuals and/or training materials and State and COUNTY 
policies and procedures as well as on any other matters that COUNTY may 
reasonably require.  

10.QUALITY MANAGEMENT/UTILIZATION REVIEW

CONTRACTOR shall be in full compliance with COUNTY’s Quality Management 
Plan.  COUNTY shall have access to, and conduct audits and reviews of, records, 
policies and procedures incident reports, and related activities it deems necessary 
to support COUNTY’s Quality Management functions.

CONTRACTOR and COUNTY, to the extent feasible, shall include their respective 
Quality Management staff in each other’s Quality Management activities.  Such 
activities shall include, but not be limited to, Quality Improvement Councils, chart 
audits, program compliance reviews, and Medi-Cal certifications.

COUNTY’s Quality Assurance Plan: The COUNTY or its agent will evaluate 
CONTRACTOR’s performance under this Agreement on not less than an annual 
basis.  Such evaluation will include assessing CONTRACTOR’s compliance with 
all contract terms and performance standards.  CONTRACTOR deficiencies which 
COUNTY determines are severe or continuing and that may place performance of 
the Agreement in jeopardy if not corrected may be reported to the Managed 
Care/Quality Improvement Unit.  The report will include improvement/corrective 
action measures taken by the COUNTY and CONTRACTOR.  If improvement does 
not occur consistent with the corrective action measures, COUNTY may terminate 
this Agreement or impose other penalties as specified in this Agreement.

11.PATIENT RIGHTS AND PROBLEM RESOLUTION PROCESS

CONTRACTOR shall comply with all relevant rules, regulations, statutes, and 
COUNTY policies and procedures related to individuals’ rights to a complaint 
process and timely compliant resolution.

CONTRACTOR shall comply with the Mental Health Plans (MHPs) Medi-Cal 
beneficiary and/or Mental Health Services Act problem resolution process. This 
does not preclude CONTRACTOR’s commitment to resolve problems or 
complaints by Medi-Cal beneficiaries at the informal level as simply and quickly as 
possible.  Nothing in this Agreement shall prevent Medi-Cal beneficiaries from 
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utilizing the MHPs and other rights and processes regarding complaints and 
grievances, which are guaranteed by statute.

Provision of this Agreement shall not be construed to replace or conflict with the 
duties of COUNTY’s Patients’ Rights Advocate as described in Section 5520 of the 
W & I Code.

12.CREDENTIALING

If CONTRACTOR is performing Medi-Cal billable services under this Agreement, 
CONTRACTOR may be subject to the COUNTY’s credentialing process which 
includes, but is not limited to:

 Curriculum vitae
 Malpractice Insurance Certificate
 Copy of Current licensure

This process is required to be completed prior to reimbursement for Medi-Cal 
eligible services. The CONTRACTOR is responsible to notify the COUNTY of all 
treating providers and subcontracted providers performing under this Agreement 
and assisting in the credentialing process as needed. Once initial credentialing is 
completed, a re-credentialing process will occur no less than every three (3) years.

13. INSPECTION

Each Contractor/Consultant shall comply with the requirement that the 
subcontractor make all of its premises, physical facilities, equipment, books, 
records, documents, contracts, computers, or other electronic systems pertaining 
to Medi-Cal enrollees, Medi-Cal-related activities, services and activities furnished 
under the terms of the subcontract, or determinations of amounts payable available 
at any time for inspection, examination or copying by the Department, CMS, HHS 
Inspector General, the United States Comptroller General, their designees, and 
other authorized federal and state agencies. (42 C.F.R. §438.3(h).) This audit right 
will exist for 10 years from the final date of the contract period or from the date of 
completion of any audit, whichever is later. (42 C.F.R. § 438.230(c)(3)(iii).) 

The Department, CMS, or the HHS Inspector General may inspect, evaluate, and 
audit the subcontractor at any time if there is a reasonable possibility of fraud or 
similar risk, then. (42 C.F.R. § 438.230(c)(3)(iv).) 

Rev. 08/28/2018
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Exhibit B-Budget/Rates

COUNTY agrees to pay CONTRACTOR the monthly patch rate listed, dependent on the 
negotiated level of care required for each consumer:

Base rate of monthly SSI/SSA $1,039.37
Monthly patch rate
Mild $   250.00
Moderate $   500.00
Profound $1,000.00

All placements shall be pre-authorized by the COUNTY’s, Managed Care Unit.  No 
payment shall be made to CONTRACTOR regarding placement unless pre-authorization 
has been obtained prior to placement.  Pre-authorization is required for any Merced 
County LPS Conservatees placed at CONTRACTOR’s facility.  Pre-authorization shall be 
required for any changes to supplemental residential care services based on the 
CONTRACTOR’s Transitional Rate Program.

In the event that the Consumer’s LPS Conservatorship approval is delayed, COUNTY 
agrees to pay CONTRACTOR the basic Board & Care rate for the consumer until the LPS 
Conservatorship begins making the payment.  The LPS Conservator will be responsible 
for reimbursing COUNTY for the initial Board & Care expenses.

In the event that the Consumer's LPS Conservatorship is dropped, COUNTY will no 
longer be responsible for paying the Patch.  The elimination of the Patch payment will 
occur 30 Days from the end of the month in which the LPS Conservatorship was dropped; 
e.g., in January the LPS Conservatorship is dropped, County will cease paying the Patch 
in March.  CONTRACTOR retains the right to continue the consumer's placement with 
the consumer or other responsible party paying for the basic Board and Care rate.

Payment and length of stay to be monitored and authorized by COUNTY Managed Care 
designee upon receipt of monthly invoice.

COUNTY Managed Care Program Manager shall approve any rate adjustments to the 
monthly PATCH rate that do not exceed the contracted PATCH rate.  PATCH rate 
adjustments shall be based on acuity, medical complexity and behavioral problems 
requiring staff interventions beyond typical staff to client ratios.

1. PAYMENT DUE TO COUNTY/METHOD OF PAYMENT

Within ten days after written notification by COUNTY to CONTRACTOR of any amount 
due by CONTRACTOR to COUNTY, CONTRACTOR shall notify COUNTY as to which 
of the following six payment options CONTRACTOR requests to be used as the method 
by which such amount shall be recovered by COUNTY.  Any such amount shall be:  (1) 
paid in one cash payment by CONTRACTOR to COUNTY, (2) offset against prior year(s) 
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liability (ties) to CONTRACTOR, (3) deducted from future claims over a period not to 
exceed three months, (4) deducted from any amounts due from COUNTY to 
CONTRACTOR whether under this Agreement or otherwise, (5) paid by cash payment(s) 
by CONTRACTOR to COUNTY over a period not to exceed three months, or (6) a 
combination of any or all of the above.  If CONTRACTOR does not so notify COUNTY 
within ten days, or if CONTRACTOR fails to make payment of any such amount to 
COUNTY as required, then Director, in his sole discretion, shall determine which of the 
above six payment options shall be used by COUNTY for recovery of such amount from 
CONTRACTOR.

If CONTRACTOR, without good cause as determined in the sole judgment of Director, 
fails to pay COUNTY any amount due COUNTY under this Agreement within sixty days 
after the due date, as determined by Director, then Director, in his sole discretion and 
after written notice to CONTRACTOR, may assess interest charges at a rate equal to 
COUNTY’s General Fund Rate, as determined by the COUNTY’s Auditor-Controller, per 
day on the delinquent amount due commencing on the sixty-first day after the due date.  
CONTRACTOR shall have an opportunity to present to Director information bearing on 
the issue of whether there is a good cause justification for CONTRACTOR’s failure to pay 
COUNTY within sixty days after the due date.  The interest charges shall be:  (1) paid by 
CONTRACTOR to COUNTY by cash payment upon demand and/or (2) at the sole 
discretion of Director, deducted from any amounts due by COUNTY to CONTRACTOR 
whether under this Agreement or otherwise.

If CONTRACTOR requests to increase or decrease any Maximum Contract Amount, such 
request and all reports, data, and other information requested by COUNTY, shall be 
received by Director for review prior to April 1 of the Fiscal Year in which the increase or 
decrease has been requested by CONTRACTOR.
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Exhibit C-Scope of Services

COUNTY shall provide each consumer with assigned Behavioral Health and Recovery 
Services (BHRS) staff member with the primary responsibility of coordinating the 
consumer’s care.  The BHRS staff member will:

a. Review with CONTRACTOR’s staff the activities and objectives that would 
facilitate the consumer’s movement to a less restrictive level of care.

b. Monitor compliance with ongoing residential services.

Services shall include all activities of CONTRACTOR necessary to perform services as 
set forth herein.  COUNTY Managed Care Program Manager shall approve any rate 
adjustments to the monthly PATCH rate that do not exceed the contracted PATCH rate.  
PATCH rate adjustments shall be based on acuity, medical complexity and behavioral 
problems requiring staff interventions beyond typical staff to client ratios and must be 
approved by the COUNTY Board of Supervisors.

CONTRACTOR’s services shall include the following:

a. Provide 24- hour on site coverage. 
b. Develop individualized service plans with consumer and COUNTY’s case 

manager, signed by consumer. Service Plan shall be focused on 
measurable goals and specific activities to be provided by board and care 
to assist consumer in reaching the goals in the service plan.

c. Ensure that planned recreational activities include: 
1. Activities that require group interaction.
2. Physical activities including but not limited to games, sports and 

exercise.
d. Provide a minimum of one weekly resident group session in which the 

consumer is given opportunity to discuss issues regarding their placement.
e. Provide transportation to all Department of Mental Health appointments and 

scheduled services including appointments for medication, case 
management, and clinical services including Day Rehabilitation Program 
and group sessions.

f.
g. Ensure that consumers are given the opportunity to attend and participate 

in community activities including but not limited to:
1. Local worship services and activities.
2. Community activities and events, i.e., ball games, dances, parades, 

plays, exhibits.
3. Self Help groups and drop in centers, i.e., Wellness Center.
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h. Maintain documentation on all COUNTY clients.  DOCUMENTATION shall 
include:
1. Daily log on each client’s activities, behavior and functioning. 
2. Medication Log.
3. Critical incident report. 

i.
Employees shall participate in trainings as required for maintaining 
licensures as a Board and Care facility. 

j.        CONTRACTOR shall provide resident, at the time of entry, a written copy of 
the consumer’s rights.  The document shall be written so as to be in 
conformance with the mandates of Welfare and Institutions Code, Division 
5, Section 5325, and California Administrative Code, Title 9, Article 6.  As 
part of Patient Rights, Board and Care operators are prohibited from 
restricting the consumer from leaving the facility premises.  Restricting the 
rights of consumers is a violation of the provisions under Patients Rights.
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Exhibit E – HIPAA Business Associate Addendum

I. Recitals – STANDARD RISK

A. This Contract (Agreement) has been determined to constitute a business 
associate relationship under the Health Insurance Portability and Accountability 
Act (“HIPAA”) and its implementing privacy and security regulations at 45 CFR 
Parts 160 and 164 (“the HIPAA regulations:”).

B. The County of Merced (“COUNTY”) wishes to disclose to Business Associate 
certain information pursuant to the terms of this Agreement, some of which may 
constitute Protected Health Information (“PHI”).

C. “Protected Health Information” or “PHI” means any information, whether oral or 
recorded in any form or medium that relates to the past, present, or future 
physical or mental condition of an individual, the provision of health and dental 
care to an individual, or the past, present, or future payment for the provision of 
health and dental care to an individual; and that identifies the individual or with 
respect to which there is a reasonable basis to believe the information can be 
used to identify the individual.  PHI shall have the meaning given to such term 
under HIPAA and HIPAA regulations, as the same may be amended from time to 
time.

D. “Security Incident” means the attempted or successful unauthorized access, use, 
disclosure, modification, or destruction of PHI, or confidential data that is 
essential to the ongoing operation of the Business Associate’s organization and 
intended for internal use; or interference with system operations in an information 
system.

E. As set forth in this Agreement, “CONTRACTOR,” here and after, is the Business 
Associate of COUNTY that provides services, arranges, performs or assists in 
the performance of functions or activities on behalf of COUNTY and creates, 
receives, maintains, transmits, uses or discloses PHI.

F. COUNTY and Business Associate desire to protect the privacy and provide for 
the security of PHI created, received, maintained, transmitted, used or disclosed 
pursuant to this Agreement, in compliance with HIPAA and HIPAA regulations 
and other applicable laws.

G. The purpose of the Addendum is to satisfy certain standards and requirements of 
HIPAA and the HIPAA regulations.

H. The terms used in this Addendum, but not otherwise defined, shall have the 
same meanings as those terms in the HIPAA regulations.
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I. In exchanging information pursuant to this Agreement, the parties agree as 
follows:

II. Permitted Uses and Disclosures of PHI by Business Associate

A. Permitted Uses and Disclosures.  Except as otherwise indicated in this 
Addendum, Business Associate may use or disclose PHI only to perform 
functions, activities or services specified in this Agreement, for, or on behalf of 
COUNTY, provided that such use or disclosure would not violate the HIPAA 
regulations, if done by COUNTY.

B. Specific Use and Disclosure Provisions.  Except as otherwise indicated in this 
Addendum, Business Associate may:

1) Use and disclose for management and administration.  Use and disclose 
PHI for the proper management and administration of the Business Associate 
or to carry out the legal responsibilities of the Business Associate, provided 
that disclosures are required by law, or the Business Associate obtains 
reasonable assurances from the person to whom the information is disclosed 
that it will remain confidential and will be used or further disclosed only as 
required by law or for the purpose for which it was disclosed to the person, 
and the person notifies the Business Associate of any instances of which it is 
aware that the confidentiality of the information has been breached.

2) Provision of Data Aggregation Services.  Use PHI to provide data 
aggregation services to COUNTY.  Data aggregation means the combining of 
PHI created or received by the Business Associate on behalf of COUNTY 
with PHI received by the Business Associate in its capacity as the Business 
Associate of another covered entity, to permit data analyses that relate to the 
health care operations of COUNTY.

III. Responsibilities of Business Associate

Business Associate agrees:

A. Nondisclosure.  Not to use or disclose Protected Health Information (PHI) other 
than as permitted or required by this Agreement or as required by law.

B. Safeguards.  To implement administrative, physical, and technical safeguards 
that reasonably and appropriately protect the confidentiality, integrity, and 
availability of the PHI, including electronic PHI, that it creates, receives, 
maintains, uses or transmits on behalf of COUNTY; and to prevent use or 
disclosure of PHI other than as provided for by this Agreement.  Business 
Associate shall develop and maintain a written information privacy and security 
program that includes administrative, technical and physical safeguards 
appropriate to the size and complexity of the Business Associate’s operations 
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and the nature and scope of its activities, and which incorporates the 
requirements of section C, Security, below.  Business Associate will provide 
COUNTY with its current and updated policies. 

C. Security.  To take any and all steps necessary to ensure the continuous security 
of all computerized data systems containing PHI, and provide data security 
procedures for the use of COUNTY at the end of the contract period.  These 
steps shall include, at a minimum: 

1) Complying with all of the data system security precautions listed in this 
Agreement or in an Exhibit incorporated into this Agreement; and 

2) Complying with the safeguard provisions in the COUNTY Information Security 
Policies or requirements set forth in State or Federal guidelines applicable.  In 
case of a conflict between any of the security standards contained in any of 
these enumerated sources of security standards, the most stringent shall 
apply.  The most stringent means that safeguard which provides the highest 
level of protection to PHI from unauthorized disclosure.  Further, Business 
Associate must comply with changes to these standards that occur after the 
effective date of this Agreement.

Business Associate shall designate a Security Officer to oversee its data security 
program who shall be responsible for carrying out the requirements of this 
section and for communicating on security matters with COUNTY.

D. Mitigation of Harmful Effects.  To mitigate, to the extent practicable, any 
harmful effect that is known to Business Associate of a use or disclosure of PHI 
by Business Associate or its subcontractors in violation of the requirements of 
this Addendum.

E. Business Associate’s Agents.  To ensure that any agents, including 
subcontractors, to whom Business Associate provides PHI received from or 
created or received by Business Associate on behalf of COUNTY, agree to the 
same restrictions and conditions that apply to Business Associate with respect to 
such PHI, including implementation of reasonable and appropriate administrative, 
physical, and technical safeguards to protect such PHI; and to incorporate, when 
applicable, the relevant provisions of this Addendum into each subcontract or 
subaward to such agents or subcontractors.

F. Availability of Information to COUNTY and Individuals.  To provide access as 
COUNTY may require, and in the time and manner designated by COUNTY 
(upon reasonable notice and during Business Associate’s normal business 
hours) to PHI in a Designated Record Set, to COUNTY (or, as directed by 
COUNTY), to an Individual, in accordance with 45 CFR Section §164.524.  
Designated Record Set means the group of records maintained for COUNTY that 
includes medical, dental and billing records about individuals; enrollment, 
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payment, claims adjudication, and case or medical management systems 
maintained for COUNTY health plans; or those records used to make decisions 
about individuals on behalf of COUNTY.  Business Associate shall use the forms 
and processes developed by COUNTY for this purpose and shall respond to 
requests for access to records transmitted by COUNTY within fifteen (15) 
calendar days of receipt of the request by producing the records or verifying that 
there are none. 

G. Amendment of PHI.  To make any amendment(s) to PHI that COUNTY directs 
or agrees to pursuant to 45 CFR Section §164.526, in the time and manner 
designated by COUNTY.

H. Internal Practices.  To make Business Associate’s internal practices, books and 
records relating to the use and disclosure of PHI received from COUNTY, or 
created or received by Business Associate on behalf of COUNTY, available to 
COUNTY or to the Secretary of the U.S. Department of Health and Human 
Services in a time and manner designated by COUNTY or by the Secretary, for 
purposes of determining COUNTY compliance with the HIPAA regulations.

I. Documentation of Disclosures.  To document and make available to COUNTY 
or (at the direction of COUNTY to an Individual such disclosures of PHI, and 
information related to such disclosures, necessary to respond to a proper request 
by the subject Individual for an accounting of disclosures of PHI, in accordance 
with 45 CFR §164.528.

J. Notification of Breach.  During the term of this Agreement:

1) Discovery of Breach.  To notify COUNTY immediately by telephone call 
plus email or fax upon the discovery of breach of security of PHI in 
computerized form if the PHI was, or is reasonably believed to have been, 
acquired by an unauthorized person, or within 24 hours by email or fax of 
any suspected security incident, intrusion or unauthorized use or disclosure of 
PHI in violation of this Agreement and this Addendum, or potential loss of 
confidential data affecting this Agreement.  Notification shall be provided to 
the COUNTY Compliance Officer.  If the incident occurs after business hours 
or on a weekend or holiday and involves electronic PHI, notification shall be 
provided using the “Privacy Incident Reporting Form” located at the following 
web address:

http://www.dhcs.ca.gov/formsandpubs/laws/priv/Pages/DHCSBusinessAssoci
atesOnly.aspx

Business Associate shall take:

a) Prompt corrective action to mitigate any risks or damages involved with 
the breach and to protect the operating environment and



28

b) Any action pertaining to such unauthorized disclosure required by 
applicable Federal and State laws and regulations.

2) Investigation of Breach. To immediately investigate such security incident, 
breach, or unauthorized use or disclosure of PHI or confidential data.  Within 
24 hours of the discovery, to notify the COUNTY Compliance Officer of:

a) What data elements were involved and the extent of the data involved in 
the breach,

b) A description of the unauthorized persons known or reasonably believed 
to have improperly used or disclosed PHI or confidential data,

c) A description of where the PHI or confidential data is believed to have 
been improperly transmitted, sent, or utilized, and

d) A description of the probable causes of the improper use or disclosure; 

3) Written Report.  To provide a written report of the investigation to the 
COUNTY Compliance Officer within ten (10) working days of the discovery of 
the breach or unauthorized use or disclosure.  The report shall include, but 
not be limited to, the information specified above, as well as a full, detailed 
corrective action plan, including information on measures that were taken to 
halt and/or contain the improper use or disclosure.

4) Notification of Individuals.  To notify individuals of the breach or 
unauthorized use or disclosure when notification is required under state or 
federal law and to pay any costs of such notifications, as well as any costs 
associated with the breach.  The COUNTY Compliance Officer shall approve 
the time, manner and content of any such notifications.

5) COUNTY Contact Information.  To direct communications to the above 
referenced COUNTY staff, the Contractor shall initiate contact as indicated 
herein COUNTY reserves the right to make changes to the contact 
information below by giving written notice to the Contractor.  Said changes 
shall not require an amendment to this Agreement or Addendum.

COUNTY  
Compliance Officer
Compliance Officer
P.O. Box 2087
Merced, CA 95344
KCraig@co.merced.ca.us
(209) 381-6818
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K. Employee Training and Discipline.  To train and use reasonable measures to 
ensure compliance with the requirements of this Addendum by employees who 
assist in the performance of functions or activities on behalf of COUNTY under 
this Agreement and use or disclose PHI; and discipline such employees who 
intentionally violate any provisions of this Addendum, including by termination of 
employment.  In complying with the provisions of this section K, Business 
Associate shall observe the following requirements:

1) Business Associate shall provide information privacy and security training, at 
least annually, at its own expense, to all its employees who assist in the 
performance of functions or activities on behalf of COUNTY under this 
Agreement and use or disclose PHI.

2) Business Associate shall require each employee who receives information 
privacy and security training to sign a certification, indicating the employee’s 
name and the date on which the training was completed.

3) Business Associate shall retain each employee’s written certifications for 
COUNTY inspection for a period of three years following contract termination.

IV. Obligations of County

COUNTY agrees to:

A. Notice of Privacy Practices.  Provide Business Associate with the Notice of 
Privacy Practices that COUNTY produces in accordance with 45 CFR §164.520, as 
well as any changes to such notice.  

B. Permission by Individuals for Use and Disclosure of PHI.  Provide the Business 
Associate with any changes in, or revocation of, permission by an Individual to use 
or disclose PHI, if such changes affect the Business Associate’s permitted or 
required uses and disclosures.

C. Notification of Restrictions.  Notify the Business Associate of any restriction to the 
use or disclosure of PHI that COUNTY has agreed to in accordance with 45 CFR 
§164.522, to the extent that such restriction may affect the Business Associate’s use 
or disclosure of PHI.

D. Notification of Patient Confidential Communications.  Notify the Business 
Associate of any patient (or patient’s representative) preferences (or changes to) 
regarding method of or how to communicate with the patient.

E. Requests Conflicting with HIPAA Rules.  Not request the Business Associate to 
use or disclose PHI in any manner that would not be permissible under the HIPAA 
regulations if done by COUNTY.
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V. Audits, Inspection and Enforcement

From time to time, COUNTY may inspect the facilities, systems, books and records of 
Business Associate to monitor compliance with this Agreement and this Addendum.  
Business Associate shall promptly remedy any violation of any provision of this 
Addendum and shall certify the same to the COUNTY Compliance Officer in writing.  
The fact that COUNTY inspects, or fails to inspect, or has the right to inspect, Business 
Associate’s facilities, systems and procedures does not relieve Business Associate of 
its responsibility to comply with this Addendum, nor does COUNTY:
A. Failure to detect; or

B. Detection, but failure to notify Business Associate or require Business Associate’s 
remediation of any unsatisfactory practices constitute acceptance of such practice or 
a waiver of COUNTY enforcement rights under this Agreement and this Addendum.

VI. Termination

A. Termination for Cause.  Upon COUNTY knowledge of a material breach of this 
Addendum by Business Associate, COUNTY shall:

1) Provide an opportunity for Business Associate to cure the breach or end the 
violation and terminate this Agreement if Business Associate does not cure the 
breach or end the violation within the time specified by COUNTY;

2) Immediately terminate this Agreement if Business Associate has breached a 
material term of this Addendum and cure is not possible; or

3) If neither cure nor termination is feasible, report the violation to the Secretary of 
the U.S. Department of Health and Human Services.

B. Judicial or Administrative Proceedings. Business Associate will notify COUNTY if 
it is named as a defendant in a criminal proceeding for a violation of HIPAA.  
COUNTY may terminate this Agreement if Business Associate is found guilty of a 
criminal violation of HIPAA.  COUNTY may terminate this Agreement if a finding or 
stipulation that the Business Associate has violated any standard or requirement of 
HIPAA, or other security or privacy laws is made in any administrative or civil 
proceeding in which the Business Associate is a party or has been joined.

C. Effect of Termination.  Upon termination or expiration of this Agreement for any 
reason, Business Associate shall return or destroy all PHI received from COUNTY  
(or created or received by Business Associate on behalf of COUNTY that Business 
Associate still maintains in any form, and shall retain no copies of such PHI or, if 
return or destruction is not feasible, shall continue to extend the protections of this 
Addendum to such information, and shall limit further use of such PHI to those 
purposes that make the return or destruction of such PHI infeasible.  This provision 
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shall apply to PHI that is in the possession of subcontractors or agents of Business 
Associate.

VII. Miscellaneous Provisions

A. Disclaimer.  COUNTY makes no warranty or representation that compliance by 
Business Associate with this Addendum, HIPAA or the HIPAA regulations will be 
adequate or satisfactory for Business Associate’s own purposes or that any 
information in Business Associate’s possession or control, or transmitted or received 
by Business Associate, is or will be secure from unauthorized use or disclosure.  
Business Associate is solely responsible for all decisions made by Business 
Associate regarding the safeguarding of PHI.

B. Amendment.  The parties acknowledge that federal and state laws relating to 
electronic data security and privacy are rapidly evolving and that amendment of this 
Addendum may be required to provide for procedures to ensure compliance with 
such developments.  The parties specifically agree to take such action as is 
necessary to implement the standards and requirements of HIPAA, the HIPAA 
regulations and other applicable laws relating to the security or privacy of PHI.  Upon 
COUNTY request, Business Associate agrees to promptly enter into negotiations 
with COUNTY concerning an amendment to this Addendum embodying written 
assurances consistent with the standards and requirements of HIPAA, the HIPAA 
regulations or other applicable laws.  COUNTY may terminate this Agreement upon 
thirty (30) days written notice in the event:

1) Business Associate does not promptly enter into negotiations to amend this 
Addendum when requested by COUNTY pursuant to this Section, or 

2) Business Associate does not enter into an amendment providing assurances 
regarding the safeguarding of PHI that COUNTY in its sole discretion, deems 
sufficient to satisfy the standards and requirements of HIPAA and the HIPAA 
regulations.

C. Assistance in Litigation or Administrative Proceedings.  Business Associate 
shall make itself and any subcontractors, employees or agents assisting Business 
Associate in the performance of its obligations under this Agreement, available to 
COUNTY at no cost to COUNTY to testify as witnesses, or otherwise, in the event of 
litigation or administrative proceedings being commenced against COUNTY, its 
directors, officers or employees based upon claimed violation of HIPAA, the HIPAA 
regulations or other laws relating to security and privacy, which involves inactions  or 
actions by the Business Associate, except where Business Associate or its 
subcontractor, employee or agent is a named adverse party.

D. No Third-Party Beneficiaries.  Nothing express or implied in the terms and 
conditions of this Addendum is intended to confer, nor shall anything herein confer, 
upon any person other than COUNTY or Business Associate and their respective 
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successors or assignees, any rights, remedies, obligations or liabilities whatsoever.

E. Interpretation.  The terms and conditions in this Addendum shall be interpreted as 
broadly as necessary to implement and comply with HIPAA, the HIPAA regulations 
and applicable state laws.  The parties agree that any ambiguity in the terms and 
conditions of this Addendum shall be resolved in favor of a meaning that complies 
and is consistent with HIPAA and the HIPAA regulations.

F. Regulatory References.  A reference in the terms and conditions of this Addendum 
to a section in the HIPAA regulations means the section as in effect or as amended.

G. Survival.  The respective rights and obligations of Business Associate under 
Section 6.C of this Addendum shall survive the termination or expiration of this 
Agreement.

H. No Waiver of Obligations.  No change, waiver or discharge of any liability or 
obligation hereunder on any one or more occasions shall be deemed a waiver of 
performance of any continuing or other obligation, or shall prohibit enforcement of 
any obligation, on any other occasion.

Business Associate Data Security Requirements

I. Personnel Controls

A. Employee Training. All workforce members who assist in the performance of
functions or activities on behalf of County, or access or disclose County PHI or 
PI must complete information privacy and security training, at least annually, at 
Business Associate’s expense. Each workforce member who receives 
information privacy and security training must sign a certification, indicating the 
member’s name and the date on which the training was completed. These 
certifications must be retained for a period of six (6) years following contract 
termination.

B. Employee Discipline. Appropriate sanctions must be applied against 
workforce members who fail to comply with privacy policies and procedures or 
any provisions of these requirements, including termination of employment 
where appropriate.

C. Confidentiality Statement. All persons that will be working with County PHI or 
PI must sign a confidentiality statement that includes, at a minimum, General 
Use, Security and Privacy Safeguards, Unacceptable Use, and Enforcement 
Policies. The statement must be signed by the workforce member prior to 
access to COUNTY PHI or PI. The statement must be renewed annually. The 
Contractor shall retain each person’s written confidentiality statement for 
COUNTY inspection for a period of six (6) years following contract termination.
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D. Background Check. Before a member of the workforce may access COUNTY 
PHI or PI, a thorough background check of that worker must be conducted, 
with evaluation of the results to assure that there is no indication that the worker 
may present a risk to the security or integrity of confidential data or a risk for 
theft or misuse of confidential data. The Contractor shall retain each workforce 
member’s background check documentation for a period of three (3) years 
following contract termination.

II. Technical Security Controls

A. Workstation/Laptop encryption. All workstations and laptops that process
and/or store COUNTY PHI or PI must be encrypted using a FIPS 140-2 certified 
algorithm which is 128bit or higher, such as Advanced Encryption Standard 
(AES). The encryption solution must be full disk unless approved by the 
COUNTY Information Security Office.

B. Server Security. Servers containing unencrypted COUNTY PHI or PI must 
have sufficient administrative, physical, and technical controls in place to 
protect that data, based upon a risk assessment/system security review.

C. Minimum Necessary. Only the minimum necessary amount of COUNTY PHI 
or PI required to perform necessary business functions may be copied, 
downloaded, or exported.

D. Removable media devices. All electronic files that contain COUNTY PHI or PI 
data must be encrypted when stored on any removable media or portable 
device (i.e. USB thumb drives, floppies, CD/DVD, smartphones, backup tapes 
etc.). Encryption must be a FIPS 140-2 certified algorithm which is 128bit or 
higher, such as AES.

E. Antivirus software. All workstations, laptops and other systems that process
and/or store COUNTY PHI or PI must install and actively use comprehensive 
anti-virus software solution with automatic updates scheduled at least daily.

F. Patch Management. All workstations, laptops and other systems that process
and/or store COUNTY PHI or PI must have critical security patches applied, 
with system reboot if necessary. There must be a documented patch 
management process which determines installation timeframe based on risk 
assessment and vendor recommendations. At a maximum, all applicable 
patches must be installed within 30 days of vendor release.

G. User IDs and Password Controls. All users must be issued a unique user
name for accessing COUNTY PHI or PI. Username must be promptly disabled, 
deleted, or the password changed upon the transfer or termination of an 
employee with knowledge of the password, at maximum within 24 hours. 
Passwords are not to be shared. Passwords must be at least eight characters 



34

and must be a non-dictionary word. Passwords must not be stored in readable 
format on the computer. Passwords must be changed every 90 days, preferably 
every 60 days. Passwords must be changed if revealed or compromised. 
Passwords must be composed of characters from at least three of the following 
four groups from the standard keyboard:

• Upper case letters (A-Z)
• Lower case letters (a-z)
• Arabic numerals (0-9)
• Non-alphanumeric characters (punctuation symbols)

H. Data Destruction. When no longer needed, all COUNTY PHI or PI must be
cleared, purged, or destroyed consistent with NIST Special Publication 800-88, 
Guidelines for Media Sanitization such that the PHI or PI cannot be retrieved.

I. System Timeout. The system providing access to COUNTY PHI or PI must
provide an automatic timeout, requiring re-authentication of the user session 
after no more than 20 minutes of inactivity.

J. Warning Banners. All systems providing access to COUNTY PHI or PI must
display a warning banner stating that data is confidential, systems are logged, 
and system use is for business purposes only by authorized users. User must 
be directed to log off the system if they do not agree with these requirements.

K. System Logging. The system must maintain an automated audit trail which 
can identify the user or system process which initiates a request for COUNTY 
PHI or PI, or which alters COUNTY PHI or PI. The audit trail must be date and 
time stamped, must log both successful and failed accesses, must be read 
only, and must be restricted to authorized users. If COUNTY PHI or PI is stored 
in a database, database logging functionality must be enabled. Audit trail data 
must be archived for at least 3 years after occurrence.

L. Access Controls. The system providing access to COUNTY PHI or PI must 
use role based access controls for all user authentications, enforcing the 
principle of least privilege.

M. Transmission encryption. All data transmissions of COUNTY PHI or PI 
outside the secure internal network must be encrypted using a FIPS 140-2 
certified algorithm which is 128bit or higher, such as AES. Encryption can be 
end to end at the network level, or the data files containing PHI can be 
encrypted. This requirement pertains to any type of PHI or PI in motion such as 
website access, file transfer, and E-Mail.

N. Intrusion Detection. All systems involved in accessing, holding, transporting,
and protecting COUNTY PHI or PI that are accessible via the Internet must be 
protected by a comprehensive intrusion detection and prevention solution.
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III. Audit Controls

A. System Security Review. All systems processing and/or storing COUNTY PHI 
or PI must have at least an annual system risk assessment/security review 
which provides assurance that administrative, physical, and technical controls 
are functioning effectively and providing adequate levels of protection. Reviews 
should include vulnerability scanning tools.

B. Log Reviews. All systems processing and/or storing COUNTY PHI or PI must 
have a routine procedure in place to review system logs for unauthorized 
access.

C. Change Control. All systems processing and/or storing COUNTY PHI or PI 
must have a documented change control procedure that ensures separation of 
duties and protects the confidentiality, integrity and availability of data.

IV. Business Continuity / Disaster Recovery Controls

A. Emergency Mode Operation Plan. Contractor must establish a documented
plan to enable continuation of critical business processes and protection of the 
security of electronic COUNTY PHI or PI in the event of an emergency. 
Emergency means any circumstance or situation that causes normal computer 
operations to become unavailable for use in performing the work required under 
this Agreement for more than 24 hours.

B. Data Backup Plan. Contractor must have established documented procedures 
to backup COUNTY PHI to maintain retrievable exact copies of COUNTY PHI 
or PI. The plan must include a regular schedule for making backups, storing 
backups offsite, an inventory of backup media, and an estimate of the amount 
of time needed to restore COUNTY PHI or PI should it be lost. At a minimum, 
the schedule must be a weekly full backup and monthly offsite storage of 
COUNTY data.

V. Paper Document Controls

A. Supervision of Data. COUNTY PHI or PI in paper form shall not be left 
unattended at any time, unless it is locked in a file cabinet, file room, desk or 
office. Unattended means that information is not being observed by an 
employee authorized to access the information. COUNTY PHI or PI in paper 
form shall not be left unattended at any time in vehicles or planes and shall not 
be checked in baggage on commercial airplanes.
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B. Escorting Visitors. Visitors to areas where COUNTY PHI or PI is contained 
shall be escorted and COUNTY PHI or PI shall be kept out of sight while visitors 
are in the area.

C. Confidential Destruction. COUNTY PHI or PI must be disposed of through
confidential means, such as cross cut shredding and pulverizing.

D. Removal of Data. COUNTY PHI or PI must not be removed from the premises 
of the Contractor except with express written permission of COUNTY.

E. Faxing. Faxes containing COUNTY PHI or PI shall not be left unattended and 
fax machines shall be in secure areas. Faxes shall contain a confidentiality 
statement notifying persons receiving faxes in error to destroy them. Fax 
numbers shall be verified with the intended recipient before sending the fax.

F. Mailing. Mailings of COUNTY PHI or PI shall be sealed and secured from 
damage or inappropriate viewing of PHI or PI to the extent possible. Mailings 
which include 500 or more individually identifiable records of COUNTY PHI or 
PI in a single package shall be sent using a tracked mailing method which 
includes verification of delivery and receipt, unless the prior written permission 
of COUNTY to use another method is obtained.


