COMMUNITY MENTAL HEALTH PARTNERSHIP OF SOUTHEAST MICHIGAN
REGULAR BOARD MEETING
Patrick Barrie Room
705 N. Zeeb Rd, Ann Arbor, MI
Wednesday, April 11, 2018
6:00 PM
Agenda
I.

Call to Order

Guide
1 min

II.

Roll Call

2 min

III.

Consideration to Adopt the Agenda as Presented

2 min

IV.

Consideration to Approve the Minutes of the 3-14-18
Regular Meeting and Waive the Reading Thereof (Board Action)
{Attachment #1}

2 min

V.

Audience Participation (5 minutes per participant)

VI.

RPC Audited Financial Statements Presentation
{Attachment #2, 2a}

20 min

VII.

Old Business
a. April Finance Report {Attachment #3}

20 min

VIII.

New Business
a. Board Action Request {Attachment #4}
Consideration to approve the amendments as presented in
the board meeting packet

15 min

IX.

PIHP CEO Report to the Board
a. Report from the SUD Oversight Policy Board (OPB)
b. PAC Update {Attachment #5}
c. Board Governance Manual {Attachment #6}

15 min

X.

Adjournment

Attachment #1 – April 2018
COMMUNITY MENTAL HEALTH PARTNERSHIP OF SOUTHEAST MICHIGAN
REGULAR BOARD MEETING MINUTES
March 14, 2018
Members Present:

Judy Ackley, Greg Adams, Barb Cox, Susan Fortney, Roxanne Garber, Sandra
Libstorff, Charles Londo, Caroline Richardson, Ralph Tillotson

Members Absent:

Martha Bloom, Charles Coleman, Kent Martinez-Kratz, Sharon Slaton

Staff Present:

Connie Conklin, Jane Terwilliger, Kathryn Szewczuk (phone), Stephannie Weary,
Lisa Jennings, James Colaianne, Suzanne Stolz

Others Present:

Laurie Lutomski

I.

Call to Order
Meeting called to order at 6:00 p.m. by Board Chair R. Tillotson

II.

Roll Call
 A quorum of members present was confirmed.

III.

Consideration to Adopt the Agenda as Presented
Motion by S. Fortney, supported by G. Adams, to approve the agenda
Motion carried

IV.

Consideration to Approve the Minutes of the February 14, 2018 Regular Meeting and Waive the
Reading Thereof
Motion by R. Garber, supported by C. Richardson, to approve the minutes of February
14, 2018 Regular Meeting and waive the reading thereof
Motion carried

V.

Audience Participation

VI.

Old Business
a. March Finance Report
S. Stolz presented. Discussion followed.

VII.

New Business
a. Board Action Request
Motion by J. Ackley, supported by C. Richardson, to approve the amendments as
presented in the board meeting packet
Motion carried

VIII.

PIHP CEO Report to the Board
 J. Terwilliger provided regional and state updates.

Attachment #1 – April 2018
Motion by R. Garber, supported by S. Fortney, to pass the resolution to resolve the
Disabled, Aged and Blind (DAB) and Temporary Assistance for Needy Families
(TANFF) issues
Motion carried
IX.

Adjournment
Motion by R. Garber, supported by J. Ackley, to adjourn the meeting
Motion carried


Meeting adjourned at 6:55 p.m.

_________________________________
Roxanne Garber, CMHPSM Board Secretary

Attachment #2 - April 2018

Communication with Those Charged with Governance at the Conclusion of the Audit
April 3, 2018
To the Members of the Board
CMHPSM
We have audited the financial statements of the business-type activities, each major fund, and the aggregate
remaining fund information of CMHPSM for the year ended September 30, 2017. Professional standards require
that we provide you with information about our responsibilities under generally accepted auditing standards,
Government Auditing Standards and the Uniform Guidance, as well as certain information related to the planned
scope and timing of our audit. We have communicated such information in our previously issued letter
(Communication with Those Charged with Governance during Planning). Professional standards also require that
we communicate to you the following information related to our audit.
Significant Audit Findings
Qualitative Aspects of Accounting Practices
Management is responsible for the selection and use of appropriate accounting policies. The significant accounting
policies used by CMHPSM are described in the notes to the financial statements. No new accounting policies were
adopted and the application of existing policies was not changed during the year. We noted no transactions entered
into by CMHPSM during the year for which there is a lack of authoritative guidance or consensus. All significant
transactions have been recognized in the financial statements in the proper period.
Accounting estimates are an integral part of the financial statements prepared by management and are based on
management’s knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ significantly from those expected.
The financial statement disclosures are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management in performing and completing our audit.
Corrected and Uncorrected Misstatements
Professional standards require us to accumulate all known and likely misstatements identified during the audit,
other than those that are clearly trivial, and communicate them to the appropriate level of management.
Management has corrected all such misstatements. In addition, none of the misstatements detected as a result of
audit procedures and corrected by management were material, either individually or in the aggregate, to each
opinion unit’s financial statements taken as a whole.
Disagreements with Management
For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing matter,
whether or not resolved to our satisfaction, that could be significant to the financial statements or the auditor’s report.
We are pleased to report that no such disagreements arose during the course of our audit.
Management Representations
We have requested certain representations from management that are included in the management representation
letter.

Management Consultations with Other Independent Accountants
In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an accounting
principle to the governmental unit’s financial statements or a determination of the type of auditor’s opinion that may
be expressed on those statements, our professional standards require the consulting accountant to check with us
to determine that the consultant has all the relevant facts. To our knowledge, there were no such consultations with
other accountants.
Other Audit Findings or Issues
We generally discuss a variety of matters, including the application of accounting principles and auditing standards,
with management each year prior to retention as CMHPSM’s auditors. However, these discussions occurred in the
normal course of our professional relationship and our responses were not a condition to our retention.
Other Matters
We applied certain limited procedures to the management’s discussion and analysis which is required
supplementary information (RSI) that supplements the basic financial statements. Our procedures consisted of
inquiries of management regarding the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We did not audit the RSI and do not express an opinion
or provide any assurance on the RSI.
Restriction on Use
This information is intended solely for the information and use of the members of the board and management of
CMHPSM and is not intended to be, and should not be, used by anyone other than these specified parties.
Sincerely,

Roslund, Prestage & Company, P.C.
Certified Public Accountants
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Independent Auditor’s Report
To the Members of the Board
Community Mental Health Partnership of Southeast Michigan
Ann Arbor, Michigan
Report on the Financial Statements
We have audited the accompanying financial statements of the business-type activities, each major fund, and the
aggregate remaining fund information of Community Mental Health Partnership of Southeast Michigan (the Entity),
as of and for the year ended September 30, 2017, and the related notes to the financial statements, which
collectively comprise the Entity’s basic financial statements as listed in the table of contents.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.
Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business-type activities, each major fund, and the aggregate remaining fund information of
the Entity, as of September 30, 2017, and the respective changes in financial position, and, where applicable, cash
flows thereof for the year then ended in accordance with accounting principles generally accepted in the United
States of America.
Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the required supplementary
information, as identified in the table of contents, be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted in

the United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do
not express an opinion or provide any assurance on the information because the limited procedures do not provide
us with sufficient evidence to express an opinion or provide any assurance.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated April 3, 2018, on our
consideration of the Entity’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the Entity’s
internal control over financial reporting and compliance.
Sincerely,

Roslund, Prestage & Company, P.C.
Certified Public Accountants
April 3, 2018
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Responsibility
The Community Mental Health Partnership of Southeast Michigan (CMHPSM) came into existence on
January 1, 2014 as a result of the State of Michigan’s consolidation of the 18 Prepaid Inpatient Health
Plans (PIHP) operated by select Community Mental Health Service Programs (CMHSPs), into 10
distinct entities separate from the CMHSPs. As the PIHP, the CMHPSM is primarily responsible for the
operation of the following:
1.
2.
3.
4.
5.

Concurrent 1915(b)/(c) Waiver
Healthy Michigan Plan
Autism Benefit under iSPA
Substance Use Disorder Funding
Other Public Funding within its designated four-county Region of Lenawee, Livingston, Monroe
and Washtenaw

As part of the operation of these programs, the CMHPSM must ensure that it is staffed so that it has
sufficient administrative capability to carry out the requirements and obligations of the Specialty Service
contract.

Mission
The CMHPSM Mission is to provide quality behavioral health care that promotes recovery and
wellness, fosters resilience and supports self-determination and empowerment so that individuals
served in our four-county region are successful in achieving their personal goals and dreams.

Financial Overview
Financial statements provided using the Enterprise Fund Presentation, which is a form of Proprietary
Fund.
The Proprietary Fund financial statements are designed to provide readers with a broad overview of the
organization’s finances in a manner similar to a private sector business. Business type activities
include services primarily funded through user charges.
Within the enterprise fund used to record the Revenues and Expenses associated with Operations,
further structure was developed in order to identify the following:
1. Detail of the different funding sources provided to the CMHPSM
2. Detail of Finance, Information Management and other Administrative expenses required to
operate the CMHPSM
3. Detail of the funding provided by the CMHPSM to the four County CMHSPs and Substance
Abuse services by program.
The structure of the CMHPSM’s Revenues and Expenses in this manner supports both the
development of the Financial Statements for the Annual Financial Audit, as well as the State of
Michigan contractual reporting.
I
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The CMHPSM has one Proprietary Fund for recording of Revenues and Expenses associated with the
PIHP Operations, and a second Fund for the recording of funding related to the PIHP’s Internal
Services Fund (ISF). The ISF is the primary element of the CMHPSM’s Risk Management Strategy to
protect service delivery at the four CMHSP’s should unexpected expenses or revenue reductions occur
without sufficient time to respond given the resources planned to be available during the Budget
Development Cycle.
Fund Financial Statements
The proprietary funds financial statements are intended to provide an overview of CMHPSM’s major
areas of funding as the PIHP. Funds are separated to maintain the integrity of the reporting and to
meet all funding and regulatory restrictions on the allowable expenses of each funding source.

Notes to the Financial Statements
The notes provide additional information that is essential to the full understanding of the financial data
provided in the financial statements. These notes are an integral part of the financial statements and
should be viewed in conjunction with the information included in the statements.
Statement of Net Position
The CMHPSM’s Net Position is comprised entirely of resources (Internal Service Fund) that are subject
to external restrictions on how they may be used. The CMHPSM does not have any investments in
capital assets and by the State of Michigan’s design does not have any Local Reserves.
2017
Assets
Cash and Cash Equivalents – Unrestricted
Cash and Cash Equivalents – Restricted
Receivables

$ 9,217,470
11,385,685
10,716,916

Total Assets

$31,320,071

Liabilities
Accounts Payable and Accrued Liabilities
Unearned Revenue

$17,268,851
6,899,423

Total Liabilities

$24,168,274

Net Position
Restricted for Risk Management
Unrestricted

7,135,209
16,588

Total Net Position

$ 7,151,797
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Statement of Revenues, Expenses, and Changes in Net Position
The statement of revenues and expenses lists the major areas of funding received by the CMHPSM.
Funding provided for Mental Health Managed Specialty Supports and Services Concurrent Waiver
Programs by the Michigan Department of Community Health (MDCH) represents 94% of the total
funding and Substance Use Disorder Services represents 5% received by the CMHPSM. Funding
provided for the balance are Local Match Drawdown and Local Match for Health Homes that are
collected by the CMHPSM from the CMHSPs and passed on to MDCH as required by the CMHPSM
contract with MDCH.
During the fiscal year ended September 30, 2017, the net position of CMHPSM decreased by
approximately $4,300,000 due to CMHSP expenses and the utilization of the Medicaid Risk Reserve.
Revenues
2017
Federal funding
$3,497,765
Medicaid Capitation
132,034,216
Healthy Michigan Plan
14,365,138
Autism
5,133,021
Health Home
PA2
2,099,644
Substance Abuse-State portion
803,436
Affiliation Charges
259,542
Contributions – Local Match Drawdown from CMHSPs
1,577,780
Performance Based Incentive Pool (PBIP)
1,065,413
Investment Income
56,518
Total Revenues

$160,892,473

Expenses
Funding for Lenawee CMHSP
Funding for Livingston CMHSP
Funding for Monroe CMHSP
Funding for Washtenaw CMHSP
SUD CA
Hospital Rate Adjuster
Use and HICA Tax
Local Match Drawdown
Local Match for Health Home
Administrative Expense

$16,392,355
26,206,636
30,052,045
72,889,744
10,932,182
2,090,086
2,573,265
1,577,780
$2,432,416

Total Expenses

$165,146,509

Excess of Expenses Over Revenue

($4,254,036)

III
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Factors Impacting The Future
The budget for any particular fiscal year is developed several months prior to MDHHS notification of
estimated annual funding levels. The CMHPSM Board reviews and approves the annual budget in
September for the subsequent fiscal year beginning on October 1. Development of the annual Budget
begins in April, six months prior to its implementation.
Even with the State’s commitment to provide estimated funding levels prior to the time when budgets are
required to be finalized, the notification does not represent a firm commitment from the State to pay the
PIHPs any guaranteed amount. The capitated revenue payments that the CMHPSM PIHP receives is
derived by the number of actual eligible individuals within the four-county region, which fluctuates on a
monthly basis. The CMHPSM receives PMPM (Per Member Per Month) capitation payments for each
individual whom has Medicaid insurance coverage in that given month. The total revenue received in
these monthly payments, is derived from an actuarily sound calculation method to provide enough
funding to serve the smaller subset of eligible consumers which qualify medically for PIHP/CMHSP
services. Such uncertainty in payments from the State increases the complexity of managing budgeted
expenses. An additional restriction that creates further challenges is the inability of the CMHPSM to
interchange funds among consumer benefit groups.
Uncertainty in funding from the State makes it imperative that the local Community Mental Health Service
Programs (CMHSPs) develop accurate budgets for the Direct and Contractual services that they provide
to eligible Consumers in their County of operation. While the CMHSPs have little immediate impact on
funding levels, the State moved to an actuarially based rate methodology which is now entirely based
upon relatively recent service experience within the region. Essentially service encounters from the
previous fiscal years are summarized on a state-wide basis, geographic factors are applied and unique
rate matrixes are utilized to generate revenue payments within each region. Historical funding levels,
funding availability and projected service trends are used in conjunction with projected required funding
requests submitted by the CMHSPs build the region’s budget. Adverse changes to the budget
assumptions for the consumers that will be served must be identified quickly so that plans can be
developed and implemented to offset those issues that drive costs above the budgeted levels. If those
cost increases cannot be offset, or if revenues are not realized at Budget levels, the CMHPSM will follow
the Financial Strategy and Risk Reserve Management policy and utilize the Internal Service Fund to the
extent necessary to cover budget deficit situations.
A variety of other factors lead to more difficulty in forecasting future budgets. The 1115 Waiver
implementation, which may lead to funding stream changes or statewide service changes is set to begin
as soon as CMS approves the State’s waiver submission. The statewide reorganization and privatization
efforts such as Legislative Section 298 and other similar proposals could impact the CMHPSM and the
rest of the PIHP/CMHSP system. External provider network funding levels are impacted by provider
capacity, direct care worker compensation and service array expansion. Federal changes such as the
managed care, home and community-based waiver or other regulatory revisions or additions impact the
financial outlook of the CMHPSM. Threats to Federal funding like proposals to Block Grant Medicaid
funding or sunset Medicaid expansion may drastically alter the financial forecasts of the CMHPSM region.
Health Michigan Plan is a new service category and the funding has not stabilized. The expansion of
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autism has no service industry history and thus influences the rates. And finally, the opioid crisis has
increased the need for Medication Assisted Treatment thus placing additional strain on funding.

Requests for Information
This financial report is designed to provide a general overview of the finances of the Community Mental
Health Partnership of Southeast Michigan. Questions concerning this information may be directed to
Suzanne Stolz, CMHPSM CFO at 705 N. Zeeb Rd. Ann Arbor, Michigan 48103.
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Community Mental Health Partnership of Southeast Michigan
Statement of Net Position
September 30, 2017

Assets
Cash and cash equivalents
Investments - unrestricted
Accounts receivable
Due from other funds
Due from other agencies
Due from affiliate partners
Due from MDHHS
Prepaid expenses
Investments - restricted
Total assets

Mental Health
Operating

Medicaid Risk
Reserve

$

$

Liabilities
Accounts payable
Accrued liabilities
Accrued payroll and benefits
Due to other funds
Due to other agencies
Due to affiliate partners
Due to MDHHS
Unearned revenue
Total liabilities
Net position
Restricted for risk management
Unrestricted
Total net position

$

8,698,832
518,638
438
4,257,741
493,200
2,376,054
3,566,660
15,558
19,927,121

7,265
11,385,685
11,392,950

Total Proprietary
Funds
$

8,698,832
518,638
7,703
4,257,741
493,200
2,376,054
3,566,660
15,558
11,385,685
31,320,071

1,013,494
1,056
31,896
518,390
9,852,577
1,593,697
6,899,423
19,910,533

4,257,741
4,257,741

1,013,494
1,056
31,896
4,257,741
518,390
9,852,577
1,593,697
6,899,423
24,168,274

16,588

7,135,209
-

7,135,209
16,588

16,588

$

7,135,209

The notes to the financial statements are an integral part of this statement.

$

7,151,797
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Statement of Revenues, Expenses, and Changes in Net Position
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Operating revenues
State funding
Medicaid capitation
Healthy Michigan
Autism
DHS incentive
Performance Bonus Incentive Pool (PBIP)
Medicaid - substance use
PA2 revenues
Substance use - State portion
Total State funding
Federal funding
Substance use - Federal portion
Block grant
Total Federal funding
Affiliation charges
Contributions - Local match drawdown
Total operating revenues
Operating expenses
Funding for affiliate partners
Lenawee Community Mental Health Authority
Community Mental Health Services of Livingston County
Monroe Community Mental Health Authority
Washtenaw County Community Mental Health
Total funding for CMHSP partners
Substance use disorder expense
Contracted services - Medicaid
Contracted services - Healthy Michigan
Contracted services - PA2
Contracted services - Prevention
Contracted services - State agreement
Contracted services - Other
SUD administrative expense
Total substance use disorder expense
Other contractual obligations
Hospital Rate Adjuster
Use and HICA Tax
Local match expense
Total other contractual obligations
Administrative expense
Board per diem
Capital outlay - under $5,000
Conventions
Dues and memberships

Mental Health
Operating

Medicaid Risk
Reserve

$ 130,328,246
14,365,138
5,133,021
172,614
1,065,413
1,533,356
2,099,644
811,068
155,508,500

$

Total Proprietary
Funds

-

$ 130,328,246
14,365,138
5,133,021
172,614
1,065,413
1,533,356
2,099,644
811,068
155,508,500

3,306,328
183,805
3,490,133

-

3,306,328
183,805
3,490,133

259,542
1,577,780
160,835,955

-

259,542
1,577,780
160,835,955

16,392,355
26,206,636
30,052,045
72,889,744
145,540,780

-

16,392,355
26,206,636
30,052,045
72,889,744
145,540,780

1,793,426
3,212,842
1,537,196
1,061,753
2,666,353
120
660,492
10,932,182

-

1,793,426
3,212,842
1,537,196
1,061,753
2,666,353
120
660,492
10,932,182

2,090,086
2,573,265
1,577,780
6,241,131

-

2,090,086
2,573,265
1,577,780
6,241,131

(89,834)
47,177
11,153
5,266

The notes to the financial statements are an integral part of this statement.

-

(89,834)
47,177
11,153
5,266
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Administrative expense (continued)
Insurance
Legal and accounting
Professional contracts
Rent
Salaries and fringes
Supplies
Travel and training
Utilities
All other costs
Total administrative expense

Mental Health
Operating

Medicaid Risk
Reserve

$

$

Total operating expenses

-

165,146,509

Operating income (loss)

Change in net position
Net position, beginning of year
$

3,731
30,333
1,005,706
113,279
1,249,991
25,640
13,488
16,218
268
2,432,416
165,146,509

-

1,141
120
1,261

Transfer in (out)

$

-

(4,310,554)

Nonoperating revenues (expenses)
Investment income
Other nonoperating income
Non-operating income (loss)

Net position, end of year

3,731
30,333
1,005,706
113,279
1,249,991
25,640
13,488
16,218
268
2,432,416

Total Proprietary
Funds

(4,310,554)

55,257
55,257

56,398
120
56,518

4,310,554

(4,310,554)

1,261

(4,255,297)

(4,254,036)

15,327

11,390,506

11,405,833

16,588

$

7,135,209

The notes to the financial statements are an integral part of this statement.

-

$

7,151,797
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Community Mental Health Partnership of Southeast Michigan
Statement of Cash Flows
For the Year Ended September 30, 2017

Cash flows from operating activities
Receipts from the State and other governments
Payments to employees
Payments to affiliates and other governments
Payments to suppliers and providers
Net cash provided by (used in) operating activities

Mental Health
Operating

Medicaid Risk
Reserve

$ 146,853,026
(1,246,371)
(144,560,600)
(12,377,757)
(11,331,702)

$

Cash flows from noncapital financing activities
Transfers from other funds
Receipts for other nonoperating income
Net cash provided by (used in) noncapital financing activities
Cash flows from investment activities
Investment income
Sale (purchase) of investments
Net cash provided by (used in) investment activities

6,562,655
6,562,655

4,310,554
120
4,310,674

(4,310,554)
(4,310,554)

1,141
486,362
487,503

55,257
(2,307,358)
(2,252,101)

Total Proprietary
Funds
$ 153,415,681
(1,246,371)
(144,560,600)
(12,377,757)
(4,769,047)

120
120

56,398
(1,820,996)
(1,764,598)

Net increase in cash and cash equivalents

(6,533,525)

-

(6,533,525)

Cash and cash equivalents, beginning of year

15,232,357

-

15,232,357

Cash and cash equivalents, end of year

$

Reconciliation of operating income to net cash provided by (used
in) operating activities:
Operating income (loss)
$
Changes in assets and liabilities:
Accounts receivable
Due from other funds
Due from other agencies
Due from affiliate partners
Due from MDHHS
Prepaid expenses
Accounts payable
Accrued liabilities
Accrued payroll and benefits
Due to other funds
Due to other agencies
Due to affiliate partners
Due to MDHHS
Unearned revenue
Net cash provided by (used in) operating activities

8,698,832

$

-

$

8,698,832

(4,310,554)

$

-

$

(4,310,554)

3,300
(4,257,741)
(39,779)
480,914
(1,523,839)
6,908
(268,774)
(1,284)
3,620
(2,296,529)
518,390
6,740,397
722,985
(7,109,716)

$ (11,331,702)

8,385
2,296,529
4,257,741
$

6,562,655

The notes to the financial statements are an integral part of this statement.

11,685
(1,961,212)
(39,779)
480,914
(1,523,839)
6,908
(268,774)
(1,284)
3,620
1,961,212
518,390
6,740,397
722,985
(7,109,716)
$

(4,769,047)
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Community Mental Health Partnership of Southeast Michigan
Notes to the Financial Statements
September 30, 2017
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The financial statements of Community Mental Health Partnership of Southeast Michigan (the Entity) have been
prepared in conformity with U.S. generally accepted accounting principles (GAAP) as applicable to governmental
units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The following is a summary of the
significant accounting policies used by the Entity.
Reporting Entity
Community Mental Health Partnership of Southeast Michigan was formed by the Community Mental Health
Services Program (CMHSP) Participants to serve as the prepaid inpatient health plan (“PIHP”) for the four counties
designated by the Michigan Department of Health and Human Services as Region 6. The CMHSP Participants
include Lenawee Community Mental Health Authority, Community Mental Health Services of Livingston County,
Monroe Community Mental Health Authority and Washtenaw County Community Mental Health.
Community Mental Health Partnership of Southeast Michigan is a regional entity, which was formed pursuant to
1974 P.A. 258, as amended, MCL §330.1204b, as a public governmental entity separate from the CMHSP
Participants that established it.
Financial Statement Presentation
Under GASB 34, the Entity is considered a special purpose government and has elected to present the basic
statements as an Enterprise Fund (a type of proprietary fund) which is designed to be self-supporting. Enterprise
Funds distinguish operating revenues and expenses from nonoperating items. The principal operating revenues of
the Entity are charges related to serving its customers (including primarily “per member per month” capitation and
state and county appropriations). Operating expenses for the Entity includes cost of services, administrative
expenses, and depreciation on capital assets. All revenue and expenses not meeting this definition are reported as
nonoperating revenues and expenses including investment income and interest expense.
As a general rule, the effect of interfund activity has been eliminated when presenting total proprietary fund activity.
All amounts shown are in U.S. dollars.
Fund Accounting
The accounts of the Entity are organized on the basis of funds, each of which is considered a separate accounting
entity. The operations of each fund are accounted for with a separate set of self-balancing accounts that comprise
its assets, deferred outflows of resources, liabilities, deferred inflows of resources, net position, revenue, and
expenses, as appropriate. Government resources are allocated to and accounted for in individual funds based upon
the purposes for which they are to be spent and the means by which spending activities are controlled.
The Entity reports the following major enterprise fund:
Mental Health Operating – This fund is used to account for those activities that are financed and operated in a
manner similar to private business relating to revenues earned, costs incurred, and/or net income. This fund of the
Entity accounts for its general operations.
In addition, the Entity reports the following major internal service fund:
Medicaid Risk Reserve – This fund is used to cover the risk of overspending the Medicaid Managed Care Specialty
Services Program Contract within the established risk corridor. This contract provides for the use of Department of
Health and Human Services funding for the establishment of Internal Service Funds. Expenses from this fund will
occur when, in any one fiscal year, the Entity finds it necessary to expend more to provide services to carry out the
contract requirements than revenue provided by the contract.
Basis of Accounting and Measurement Focus
Basis of accounting refers to when revenue and expenses are recognized in the accounts and reported in the
financial statements. The proprietary funds are accounted for using the full accrual basis of accounting. Their
revenues are recognized when they are earned, and their expenses are recognized when they are incurred. The
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proprietary funds are accounted for on a cost of services or economic resources measurement focus. This means
that all assets and all liabilities associated with their activity are included on the statement of net position.
Estimates
The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.
Cash and Cash Equivalents
The Entity’s cash and cash equivalents are considered to be cash on hand, money market funds, demand deposits,
and certificates of deposit.
Investments
Investments for the Entity are reported at fair value (generally based on quoted market prices).
Accounts Receivable/Payable
Accounts receivable/payable in all funds report amounts that have arisen in the ordinary course of business.
Accounts receivable is stated net of allowances for uncollectible amounts, if any.
Due from/Due to Other Governmental Units
Due from/due to other governmental units consist primarily of amounts due from/to the Entity Participants and the
State of Michigan.
Inventories
The Entity does not recognize supplies inventory as an asset. The cost of these supplies is considered immaterial
to the financial statements and the quantities are not prone to wide fluctuation from year to year. The costs of such
supplies are expensed when purchased.
Prepaid Expenses
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items
in the financial statements. The cost of prepaid items is recorded as an expense when consumed rather than when
purchased.
Capital Assets
Capital assets are defined by the Entity as individual assets with an initial cost equal to or more than $5,000 and an
estimated useful life in excess of one year. Such assets are recorded at historical cost or estimated historical cost
if purchased or constructed. Donated capital assets are recorded at estimated fair value at the date of donation.
The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend asset
lives are not capitalized. Major outlays for capital assets and improvements are capitalized as projects are
constructed.
Capital assets of the Entity are depreciated using the straight-line method over the following estimated useful lives:
Assets
Years
Land
Buildings and Improvements
Furniture, Fixtures, and Equipment
Computers and Software
Vehicles

Not Depreciated
4-30
3-10
3-5
5

The Entity reviews long-lived assets for impairment whenever events or changes in circumstances indicate that the
carrying amount of an asset exceeds its fair value. If it is determined that an impairment loss has occurred, the
asset is written down to its net realizable value and a related expense is recognized in the current year.
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Accrued Payroll and Benefits
Accrued payroll and benefits relate to salaries and wages earned in September but not paid until October.
Unearned Revenue
The Entity reports unearned revenue when revenue does not meet either the “measurable” and “available” criteria
for recognition in the current period, or when resources are received by the Entity before it has a legal claim to
them, such as when grant money is received prior to the incurrence of qualifying expenses. In subsequent periods,
when both revenue recognition criteria are met, or when the Entity has legal claim to the resources, the liability for
unearned revenue is removed and the revenue is recognized.
Compensated Absences
Accumulated compensated absences (i.e., paid time off) are reported as expenses when used. Employees are not
paid for the accumulated compensated absences when separating from the Entity.
Deferred Outflows/Inflows of Resources
In addition to assets, the statement of net position will sometimes report a separate section for deferred outflows of
resources. This separate financial statement element, deferred outflows of resources, represents a consumption of
net position that applies to a future period(s) and so will not be recognized as an outflow of resources (expense)
until then. The Entity has no items that qualify for reporting in this category.
In addition to liabilities, the statement of net position will sometimes report a separate section for deferred inflows
of resources. This separate financial statement element, deferred inflows of resources, represents an acquisition of
net position that applies to a future period(s) and so will not be recognized as an inflow of resources (revenue) until
that time. The Entity has no items that qualify for reporting in this category.
Net Position
Net investment in capital assets
This category consists of capital asset balances, net of accumulated depreciation, less outstanding balances of
debt related to those assets.
Restricted
Net position in this category is reported as restricted when constraints placed on net position use is either:
- Externally imposed by creditors, grantors, contributors, or laws or regulations of other governments, or
- Imposed by law through constitutional provisions or enabling legislation.
Unrestricted
If net position does not meet the criteria for the above categories, it is reported as unrestricted.
In addition, the Entity will first use restricted resources when an expense is incurred for purposes for which either
restricted or unrestricted net position is available.
Restrictions on Net Position
Medicaid Risk Reserve
The Entity authorized the establishment of an internal service fund. This fund is used to cover the risk of
overspending the Managed Care Specialty Services Program Contract within the established risk corridor. This
contract provides for the use of Michigan Department of Health and Human Services (MDHHS) funding for the
establishment of Internal Service Funds.
Expenses from this fund will occur when, in any one fiscal year, the Entity finds it necessary to expend more to
provide services to carry out the contract requirements than revenue provided by the contract.
MDHHS Revenue
The Entity serves as the Pre-Paid Inpatient Health Plan for the area that includes Lenawee, Livingston, Monroe and
Washtenaw Counties. The Entity contracts directly with the MDHHS to administer mental health and substance
abuse revenues for covered services provided to eligible residents of these counties.
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NOTE 2 – CASH, CASH EQUIVALENTS AND INVESTMENTS
Cash and Cash Equivalents
Michigan’s statutory authority allows governmental entities to invest in the following investments:
- Bonds, securities, other obligations and repurchase agreements of the United States, or an agency or
instrumentality of the United States.
- Certificates of deposit, savings accounts, deposit accounts or depository receipts of a qualified institution.
- Commercial paper rated at the time of purchase within the 2 highest classifications established by not less than
2 standard rating services and that matures not more than 270 days after the date of purchase.
- Bankers’ acceptances of United States banks.
- Obligations of the State of Michigan and its political subdivisions that, at the time of purchase are rated as
investment grade by at least one standard rating service.
- Mutual funds registered under the Investments Company Act of 1940 with the authority to purchase only
investment vehicles that are legal for direct investment by a public corporation.
- External investment pools as authorized by Public Act 20 as amended through December 31, 1997.
At September 30th the carrying amount of the Entity’s cash and cash equivalents are as follows:
Description
Checking, Money Market, & Liquid Asset Accounts

Amount
8,698,832

Cash and Cash Equivalents - Restricted
Cash and cash equivalents have been restricted in the Internal Service Fund for the expected future risk corridor
requirements of the MDHHS contract.
Interest Rate Risk
State law limits the allowable investments and the maturities of some of the allowable investments as identified in
the summary of significant accounting policies. The Entity’s investment policy does not have specific limits in excess
of state law on investment maturities as a means of managing its exposure to fair value losses arising from
increasing interest rates.
Credit Risk
State law limits investments to specific government securities, certificates of deposits and bank accounts with
qualified financial institutions, commercial paper with specific maximum maturities and ratings when purchased,
bankers acceptances of specific financial institutions, qualified mutual funds and qualified external investment pools
as identified in the summary of significant accounting policies. The Entity’s investment policy does not have specific
limits in excess of state law on investment credit. The ratings for each investment are identified above for
investments held at year-end.
Custodial Credit Risk
Custodial credit risk is the risk that in the event of a bank failure, the Entity’s deposits may not be returned. State
law does not require and the Entity does not have a policy for deposit custodial credit risk. As of year-end $8,449,807
of the Entity’s bank balance of $8,699,807 was exposed to custodial credit risk because it was uninsured and
uncollateralized. Deposits which exceed FDIC insurance coverage limits are held at local banks.
The Entity believes that due to the dollar amounts of cash deposits and the limits of FDIC insurance, it is impractical
to insure all bank deposits. As a result, the Entity evaluates each financial institution with which it deposits funds
and assesses the level of risk at each institution. Only those institutions with an acceptable estimated risk level are
used as depositories.
Concentration of Credit Risk
State law limits allowable investments but does not limit concentration of credit risk as identified in the summary of
significant accounting policies. The Entity’s investment policy does not have specific limits in excess of state law on
concentration of credit risk.
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Investments
As of September 30th, the Entity had the following investments:
Investments

Amount

CDs held in investment account

518,638

Total

518,638

Investments - Restricted
As of September 30th, the Entity had the following restricted investments:
Investments - restricted

Amount

U.S. agencies

3,492,465

Money markets

7,649,389

CDs held in investment account

243,831

Total

11,385,685
Investment Type

Rating

Amount

U.S. agencies:
Federal Home Loan Banks

AAA

997,120

Federal Farm Credit Bank

AAA

498,195

Federal Home Loan Mtg Group

AAA

998,750

Federal Home Loan Mtg Group

AAA

998,400

Total U.S. agencies

3,492,465

Investments
State statutes authorize the Entity to invest in obligations and certain repurchase agreements of the United States
Treasury and related governmental agencies, commercial paper, banker’s acceptances of the United States banks,
obligations of the State of Michigan or any of its political subdivisions, and mutual funds composed entirely of the
above investments. See above for a listing of the Entity’s investments. The Entity’s investment policy complies with
the state statutes and has no additional investment policies that would limit its investment choices.
Interest Rate Risk – Investments
Under state statutes, investment in commercial paper is limited to maturities of not more than 270 days after the
date of purchase. The Entity’s investment policy does not place any further limitations on investment maturities as
a means of managing its exposure to fair value losses arising from increasing interest rates.
Investments – Restricted
Years
U.S. Agencies
Total

1-5
3,492,465
3,492,465

6 - 10

11 - 15
-

-

Total
3,492,465
3,492,465

Custodial Credit Risk – Investments
Custodial credit risk is the risk that, in the event of a failure of the counterparty, the Entity will not be able to recover
the value of its investments that are in the possession of an outside party. The Entity requires all security
transactions, including collateral for repurchase agreements, to be made on a cash basis or a delivery vs. payment
basis. Securities may be held by a third party custodian and must be evidenced by safekeeping receipts. The
Entity does not have any additional policies for custodial credit risk over investments.
Credit Risk - Investments
State statutes limit investments in commercial paper to be rated at the time of purchase within the three highest
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classifications established by not less than two standard rating services. Investments in obligations of the State of
Michigan or its political subdivisions must be rated as investment grade by not less than one rating service.
Investments in bonds, obligations, or repurchase agreements must be made with the U.S. Treasury and banker’s
acceptances with United States banks. The Entity’s investment policy limits investments to be made with prudent
judgment as to the safety of the invested capital and probable outcome of income.
Concentration of Credit Risk – Investments - Restricted
The Entity’s investment policy places no limit on the amount it may invest in any one issuer. At September 30th,
concentrations in securities of any one issuer greater than 5% of investment fair value were as follows:
Investment Type

Issuer

% of Portfolio

U.S. agencies

Federal Home Loan Mtg Group

17.54%

U.S. agencies

Federal Home Loan Banks

8.76%

Fair Value of Investments - Restricted
The Entity measures and records its investments using fair value measurement guidelines established by generally
accepted accounting principles. These guidelines recognize a three-tiered fair value hierarchy, as follows:




Level 1: Quoted prices for identical investments in active markets;
Level 2: Observable inputs other than quoted market prices; and,
Level 3: Unobservable inputs.

At year-end, the Entity had the following recurring fair value measurements.
Value as of
Sept 30th

Description
Debt Securities
U.S. Agencies
Total debt securities

3,492,465
3,492,465

Fair Value Measurements Using
Level 1
Level 2
Level 3
3,492,465
3,492,465

-

-

NOTE 3 – ACCOUNTS RECEIVABLE
The Entity believes that the accounts receivable will be collected in full and therefore the receivable balance has
not been offset by an allowance for doubtful accounts.
NOTE 4 - DUE FROM OTHER AGENCIES
Due from other agencies as of September 30th consists of the following:
Description
Lenawee County PA2
Livingston County PA2
Monroe County PA2
Washtenaw County PA2
Other agencies
Total

Amount
45,441
137,503
99,073
205,106
6,077
493,200
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NOTE 5 - DUE FROM AFFILIATE PARTNERS
Due from other affiliate partners as of September 30th consists of the following:
Description
Lenawee Community Mental Health Authority – Cost Settlement
Community Mental Health Services of Livingston County – Cost Settlement
Monroe Community Mental Health Authority – Cost Settlement
Washtenaw County Community Mental Health – Cost Settlement
Totals

Amount
1,886,537
148,880
184,511
156,126
2,376,054

NOTE 6 - DUE FROM MDHHS
Due from MDHHS as of September 30th consists of the following:

Due from
Due from
Due from
Due from
Due from

Description
MDHHS – Veteran’s Navigator
MDHHS – DHS Incentive
MDHHS – Medicaid Autism
MDHHS – PBIP Bonus
MDHHS – PIHP Withhold

Amount
7,633
81,012
3,222,398
10,997
169,867
74,753

Grants receivable
Totals

3,566,660

NOTE 7 - DUE TO OTHER AGENCIES
Due to other agencies as of September 30th consists of the following:
Description

Amount

Hospital Rate Adjustment (HRA)

518,390

NOTE 8 - DUE TO AFFILIATE PARTNERS
Due to Affiliate Partners as of September 30th consists of the following:
Description
Lenawee Community Mental Health Authority
Community Mental Health Services of Livingston County
Monroe Community Mental Health Authority
Washtenaw County Community Mental Health
Total

Amount
664,706
1,434,038
3,263,448
4,490,385
9,852,577
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NOTE 9 - DUE TO MDHHS
Due to MDHHS as of September 30th consists of the following:
Description

Amount

Due to MDHHS – HICA tax
Due to MDHHS – HSW
Due to MDHHS – Block Grant
Total

277,038
152,418
1,164,241
1,593,697

NOTE 10 - UNEARNED REVENUE
The amount reported as unearned revenue represents revenues received in advance of the period earned as
follows:
Description

Amount

Unearned PA2 revenues

6,899,423

NOTE 11 – RETIREMENT PLANS
Defined Contribution Retirement Plan – 401(a)
Plan Description
The Entity offers all employees a retirement plan created in accordance with the Internal Revenue Code, Section
401(a). The assets of the plan were held in trust for the exclusive benefit of the participants (employees) and their
beneficiaries. United of Omaha Life Insurance Company acts as the custodian for the plan and holds the custodial
account for the beneficiaries of this Section 401(a) plan.
The assets may not be diverted to any other use. United of Omaha Life Insurance Company are agents of the
employer for purposes of providing direction to the custodian of the custodial account from time to time for the
investment of the funds held in the account, transfer of assets to or from the account and all other matters. Plan
balances and activities are not reflected in the Entity’s financial statements.
Plan provisions are established or amended by Board resolution.
contributions.

This plan is funded solely by employer

Eligibility
All employees are eligible once they are over the age of 21.
Contributions
The Entity matches (into the 401(a) plan) the first 3.0% of the employee contribution into the 457 plan. An additional
employer match of up to 1.5% is available if the employee contributes up to an additional 3.0%. Maximum employer
match is 4.5% with employee contribution of 6%.
Employee Contribution Example

Employer Contribution Example

Total Contribution

3%
Additional 1%
Additional 1%
Additional 1%

3%
Additional .5%
Additional .5%
Additional .5%

6%
7.5%
9%
10.5%

Normal Retirement Age & Vesting
Retirement age as defined by the plan is 59 1/2 years of age. Contributions are vested immediately.
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Forfeitures
Contributions are 100% vested immediately therefore there are no forfeitures.
For the year ended September 30th, employer contributions amounted to $50,100. The outstanding liability to the
plan at year-end was $981.
Deferred Compensation Retirement Plan – 457
Plan Description
The Entity offers all employees a deferred compensation plan created in accordance with the Internal Revenue
Code, Section 457. The assets of the plan were held in trust, as described in IRC Section 457 for the exclusive
benefit of the participants (employees) and their beneficiaries. United of Omaha Life Insurance Company acts as
the custodian for the plan and holds the custodial account for the beneficiaries of this plan.
The assets may not be diverted to any other use. The Administrators are agents of the employer for purposes of
providing direction to the custodian of the custodial account from time to time for the investment of the funds held
in the account, transfer of assets to or from the account and all other matters. In accordance with the provisions of
GASB Statement 32, plan balances and activities are not reflected in the Entity’s financial statements.
Plan provisions are established or amended by Board resolution. Under the plan, employees may elect to defer a
portion of their wages, subject to Internal Revenue Service limits.
This plan is funded solely by employee contributions.
Eligibility
All employees are eligible once they are over the age of 21.
Contributions
The Entity matches (into the 401(a) plan) the first 3.0% of the employee contribution into the 457 plan. An additional
employer match of up to 1.5% is available if the employee contributes up to an additional 3.0%. Maximum employer
match is 4.5% with employee contribution of 6%.
Employee Contribution Example
3%
Additional 1%
Additional 1%

Employer Contribution Example
3%
Additional .5%
Additional .5%

Total Contribution
6%
7.5%
9%

Additional 1%

Additional .5%

10.5%

Normal Retirement Age & Vesting
Retirement age as defined by the plan is 59 1/2 years of age. Contributions are vested immediately.
Forfeitures
Contributions are 100% vested immediately therefore there are no forfeitures.
Funding
For the year ended September 30th, contributions by employees amounted to $85,815. The outstanding liability to
the plan at year-end was $1,789.
NOTE 12 - OPERATING LEASES
The Entity has entered into various operating leases for the use of real and personal property. Operating leases
do not give rise to property rights or lease obligations, and therefore, the results of the lease agreements are not
reflected in the financial statements. Lease expense for the fiscal year was approximately $93,966.
The future minimum lease obligations as of September 30th, were as follows:
Year Ending September 30th
2018

Amount
93,966
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NOTE 13 - RISK MANAGEMENT
Commercial Insurance
The Entity is exposed to various risks of loss related to property loss, torts, errors and omissions and employee
injuries (worker’s compensation), as well as medical benefits provided to employees. The Entity has purchased
commercial insurance from independent insurance providers. Settled claims for the commercial insurance have
not exceeded the amount of coverage in any of the past three years. There was no reduction in coverage obtained
through commercial insurance during the past year.
Risk Reserve Fund
The regional entity covers the costs up to 105% of the annual Medicaid and Healthy Michigan contract. The entity
and MDHHS equally share the costs between 105% to 110% of the contract amounts. Costs in excess of 110% of
the contract are covered entirely by MDHHS.
The regional entity has established a Medicaid Risk Reserve Fund, in accordance with Michigan Department of
Health and Human Services guidelines, to assist in managing any potential operating shortfalls (as noted above)
under the terms of its contract with the MDHHS.
NOTE 14 – CONTINGENT LIABILITIES
Under the terms of various federal and state grants and regulatory requirements, the Entity is subject to periodic
audits of its agreements, as well as a cost settlement process under the full management contract the state. Such
audits could lead to questioned costs and/or requests for reimbursement to the grantor or regulatory agencies. Cost
settlement adjustments, if any, as a result of compliance audits are recorded in the year that the settlement is
finalized. The amount of expenses which may be disallowed, if any, cannot be determined at this time, although
the Entity expects such amounts, if any, to be immaterial.
NOTE 15 – ECONOMIC DEPENDENCE
The Entity receives over 95% of its revenues directly from MDHHS.
NOTE 16 – TRANSFERS
The Medicaid Risk Reserve Fund transferred $4,310,554 to the Mental Health Operating Fund during the year to
cover overspending of the Medicaid Managed Care Specialty Services Program Contract.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
Community Mental Health Partnership of Southeast Michigan
Ann Arbor, Michigan
We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of the business-type activities, each major fund,
and the aggregate remaining fund information of Community Mental Health Partnership of Southeast Michigan (the
Entity) as of and for the year ended September 30, 2017, and the related notes to the financial statements, which
collectively comprise the Entity’s basic financial statements, and have issued our report thereon dated April 3, 2018.
Internal Control over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Entity’s internal control over
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for
the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the Entity’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the Entity’s internal control.
A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Entity’s financial statements are free from material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing Standards
in considering the entity’s internal control and compliance. Accordingly, this communication is not suitable for any
other purpose.
Sincerely,

Roslund, Prestage & Company, P.C.
April 3, 2018
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Attachment #3 - April 2018

Financial Highlights
For the Period Ending February 28, 2018

CMHPSM Strategies:
1. CMHPSM will continue to coordinate with CMHSP’s to review current year budgets and actual
expenditures.
2. A shared decision model will be utilized to monitor and stabilize budgets and services while
projected usage of risk reserves in the current year and subsequent years.
3. CMHPSM will trend traditional Medicaid Eligibles and HMP Enrollees from the most current
listing to apply the rates and monitor incoming revenues.
4. CMHPSM is monitoring the potential overages and is working with the CMHSP’s to minimize
costs yet providing medically necessary services.
5. ASSURANCE OF FINANCIAL RISK PROTECTION-INTERNAL SERVICE FUNDS - The
CMHPSM has established a Medicaid Internal Services Fund (ISF) for purposes of risk
protection. This fund was examined by the actuary to establish the appropriate level of funding
for this risk pool. In accordance with the MDHHS/PIHP contract, the ISF may be funded up to
7.5% of Medicaid revenues for the close of FY2017. The Medicaid ISF is a separate interestbearing account and is not co-mingled with any other funding. In cases where Medicaid liability
is 100% to 105% of Medicaid revenue and the amount available in the ISF is sufficient, the ISF
will be used to cover that deficit. If the ISF is not sufficient, each CMHSP will provide local
funding in proportion to their share of the deficit. For cases where the deficit is over 105%, each
CMHSP will cover their share of the deficit with their local funds up to the capped risk corridor of
110%. (Total risk obligation for the region is 7.5%). In summary, the PIHP has funded its
Medicaid ISF to meet the risk corridor.

Community Mental Health Partnership of Southeast Michigan
Preliminary Statement of Revenues and Expenditures
For the Period Ending February 28, 2018
FY18 Amended
Budget
Operating Revenue
Medicaid Capitation
Medicaid SUD Capitation
Healthy Michigan Plan
Healthy Michigan Plan SUD
Autism
SUD Community Block Grant
Block Grants
SUD PA2 - Cobo Tax Revenue
SUD PA2 - Cobo Tax Use of Reserve
Local Match
Other Revenue
Use of Risk Reserve
Total Revenue

Funding For CMHSP Partners
Lenawee CMHSP
Livingston CMHSP
Monroe CMHSP
Washtenaw CMHSP
Total Funding For CMHSP Partners
Funding For SUD Services
Lenawee County
Livingston County
Monroe County
Washtenaw County
Total Funding For SUD Services

YTD
Actual

$127,180,895
2,206,898
8,877,703
4,243,420
6,864,108
6,094,398
386,626
1,826,092
1,598,399
1,577,780
327,921
5,741,041
$166,925,280

$51,891,869
954,974
3,733,026
1,746,705
2,883,608
2,513,799
161,094
760,872
666,000
657,408
138,800
2,392,100
$68,500,255

17,661,576
26,501,323
28,565,189
70,738,924
$ 143,467,012

7,358,990
11,042,218
11,902,162
29,474,552
$ 59,777,922

2,029,879
2,754,448
2,529,806
7,546,966
14,861,099

576,346
679,589
731,719
2,489,081
4,476,735

$

$

Percent
Variance
YTD Actual
Actual
O/(U) Budget to Budget

YTD
Budget
$52,992,039
919,541
3,699,043
1,768,092
2,860,045
2,539,333
161,094
760,872
666,000
657,408
136,634
2,392,100
$69,552,200

7,358,990
11,042,218
11,902,162
29,474,552
$59,777,922 $

($1,100,170)
35,433
33,983
(21,386)
23,563
(25,534)
2,166
$(1,051,946)

-2.08%
3.85%
0.92%
-1.21%
0.82%
-1.01%
0.00%
0.00%
0.00%
0.00%
1.59%
0.00%

-

0.00%
0.00%
0.00%
0.00%

$845,783
1,147,687
1,054,086
3,144,569
$6,192,125

(269,437)
(468,098)
(322,367)
(655,488)
$(1,715,390)

-31.86%
-40.79%
-30.58%
-20.85%

a
a
a
a

Other Contractual Obligations
Hospital Rate Adjuster
USE and HICA Tax
Local Match
Total Other Costs

2,207,816
1,059,026
1,577,780
$4,844,622

903,684
441,261
657,408
$2,002,353

$919,923
441,261
657,408
$2,018,593

(16,239)
$(16,238)

-1.77%
0.00%
0.00%

CMHPSM Administrative Costs
Salary& Fringe
Administrative Contracts
Board Expense
All Other Costs
Total Administrative Expense

2,137,588
1,398,669
4,400
211,890
$3,752,547

862,147
580,426
570
76,426
$1,519,569

890,662
582,779
1,833
88,288
$1,563,561

(28,515)
(2,353)
(1,263)
(11,861)
$(43,992)

-3.20%
-0.40%
-68.89% b
-13.43% c

$0

$0

Carry Forward
Total Expense
Revenues over (under) Expenditures

$0
$166,925,280

$67,776,579

$69,552,200

$(1,775,620)

$0

$723,676

$0

$723,676

Community Mental Health Partnership of Southeast Michigan
Statement of Revenues and Expenditures Notes
For the Period Ending February 28, 2018

a - SUD budgets are under budget due to new programs including the Innovative Strategies, STR grants and the
approved new RFP PA2 programs yet to be fully implemented.
b - Board expense under budget primarily due to cancelled meetings.
c- Other costs under budget due to timing. Staff trainings and travel anticipated to occur in the final two quarters of
the fiscal year.

COMMUNITY MENTAL HEALTH PARTNERSHIP OF SOUTHEAST MICHIGAN
Projected Summary by Funding Source
FY 2017/2018

FY16 Final
Actual

M
E
D
I
C
A
I
D

H
M
P

FY18 Projected
FY18 Current Use of Funding
Budget
Source

Over (Under)
Final Budget to
Actual

% Variance

Lenawee

14,644,255

14,781,610

15,625,756

14,914,403

(711,353)

-4.55%

Livingston

22,057,948

22,723,295

23,755,074

21,965,049

(1,790,025)

-7.54%

Monroe

24,150,431

27,320,651

25,471,622

27,712,593

2,240,971

8.80%

Washtenaw

58,877,271

63,924,776

63,977,427

65,852,805

1,875,378

2.93%

Medicaid
Total

119,729,905

128,750,332

128,829,879

130,444,850

1,614,971

1.25%

79,144

370,059

830,553

676,239

Livingston

689,214

1,519,189

1,120,385

2,840,301

1,719,916

153.51%

Monroe

345,279

856,624

1,262,088

1,457,001

194,913

15.44%

Washtenaw

1,340,346

1,740,254

2,758,484

2,541,412

(217,072)

-7.87%

Autism
Total

2,453,983

4,486,126

5,971,510

7,514,953

1,543,443

25.85%

Lenawee

1,674,197

2,384,642

1,205,267

1,832,691

627,424

52.06%

Livingston

2,088,499

2,582,652

1,625,862

3,216,507

1,590,645

97.83%

Monroe

1,905,742

1,857,324

1,831,483

2,095,236

263,753

14.40%

Washtenaw

5,466,896

7,138,189

4,003,011

6,666,325

2,663,314

66.53%

HMP
Total

11,135,334

13,962,807

8,665,623

13,810,759

5,145,136

59.37%

133,319,222

147,199,265

143,467,012

151,770,562

8,303,550

5.79%

Lenawee

Autism

FY17 Final
Actual

TOTAL
MCAID/HMP

(154,314)

-18.58%

CMHSP’s Budget Narratives
For the Period Ending January 31, 2018

LENAWEE
The Projected Autism is an increase from FY17 due to the fact that we are seeing more consumers in
our county needing Autism services. In FY17 Lenawee CMH was building the Autism provider network
to meet demand. Lenawee CMH has just added 2 new Autism providers in FY18 therefore projected for
an increase in authorizations. Lenawee CMH is still seeing a shift of consumers from Traditional
Medicaid to HMP. Lenawee CMH anticipates exceeding our allocation of HMP due to this fact.
Lenawee CMH just added a six bed group home which opened in January 2018. Lenawee CMH has
also seen an increase in Psychiatric time with the addition of a part time tele-psych doctor. Lenawee
CMH is also being impacted by an increase in Inpatient hospitalizations which hit the Traditional
Medicaid and HMP budgets. Lenawee CMH lost a local inpatient unit last fiscal year and has been
faced with sending consumers out of county for treatment. The out of county facilities have a much
higher rate than the local inpatient unit, therefore impacting both the Traditional Medicaid and HMP
budgets.
LIVINGSTON
Livingston is experiencing an 87% increase in Autism expenditures compared to FY17. Comparing the
number of consumers served through November, in FY17 Livingston’s contractors provided service to
28 consumers, in November FY18 that number rose to 69. At the end of FY17 the consumer count was
77. There appears to be a continued shift from Medicaid to HMP. Medicaid expenditures have
decrease by 2.4%, but HMP has increased by 51% compared to FY17. Medicaid decrease is offset by
the increase in HMP, leaving the major increase in expenditure due to the increase in Autism services.
MONROE
Medicaid original request from Monroe was $26,141,507 which $24,878,394 was granted and
approved. The revised budget of $25,501,016 still left a shortfall of $640,491, which was based on
FY2017 trends and increases to services and costs. The additional $1,291,086 is due to Consumer
Contracted Services and an additional $280,000 in hospitalization. Healthy Michigan Plan original
request was $2,000,000 based on consumer needs in FY2017. Only $1,788,831 was approved in the
original request and $1,831,486 in the revised budget still leaving a shortfall of $168,514. Monroe is
trending to the original request. Autism revenue was based on the trending in 2017 and with 54
consumers. As of January, Monroe has 48 consumers in Autism, which is trending to 65 (or 20%) by
the end of the FY2018.
WASHTENAW
For fiscal year 2018, Washtenaw CMH is continuing to experience increased utilization of medically
necessary services for our Medicaid population. The budget over-runs continue to occur in three
primary services areas, Community Living Supports, Specialized Residential Services and Inpatient
Hospitalizations.

COMMUNITY MENTAL HEALTH PARTNERSHIP OF SOUTHEAST MICHIGAN
Projected Summary by Funding Source
FY 2017/2018

MEDICAID/AUTISM
HMP
TOTALS

1st Amend
Budget
134,045,002
8,877,703
142,922,706

Use of Risk
Reserve
5,741,041
5,741,041

Total FY18
Revenues
139,786,043
8,877,703
148,663,747

Admin &
Projected YTD Projected YTD
Operations use by affiliates Expenditures
4,963,644
137,959,803
142,923,447
233,091
13,810,759
14,043,850
5,196,735
151,770,562
156,967,297

Projected
Revenues over
(under)
Expenditures
(3,137,404)
(5,166,147)
(8,303,550)

Beginning FY18 Medicaid ISF
Budgeted Use of ISF
Available ISF

ISF Available
7,135,209
(5,741,041)
1,394,168

FY2017/2018 Projected Deficit

(6,909,382)

CMHPSM's Risk Management Strategy states if the ISF is not sufficient, each CMHSP will provide local funding in proportion to their
share of the deficit. For cases where the deficit is over 105%, each CMHSP will cover their share of the deficit with their local funds up to
the capped risk corridor of 110%.

Attachment #4 – April 2018

Regional Board Action Request – Contracts
Board Meeting Date:

April 11, 2018

Action(s) Requested:

Approval of the contracts, agreements and/or amendments listed
below.

Organization - Background
Lenawee CMH – Contractual amendment to increase the SUD
core provider net cost contract funding level for Lenawee
CMH. Lenawee CMH has seen an increase in the medically
necessary SUD services in Lenawee mostly centered around
Medicaid Assisted Treatment (MAT) services. The CMHPSMLenawee core provider contract is cost settled at the end of
the fiscal year. This amendment reflects the estimated SUD
increased service costs in Lenawee county.
Livingston CMH – Contractual amendment to increase the
SUD core provider net cost contract funding level for
Livingston CMH. Livingston CMH has seen an increase in the
medically necessary SUD services in Livingston mostly
centered around Medicaid Assisted Treatment (MAT)
services. The CMHPSM-Livingston core provider contract is
cost settled at the end of the fiscal year. This amendment
reflects the estimated SUD increased service costs in
Livingston county.
Recommend:

Approval

Term /
Type

Amount / Funding
Source

10/1/2017 –
9/30/2018

Increase annual net
cost contract from
$1,025,728 to
$1,630,268.

Amendment

10/1/2017 –
9/30/2018
Amendment

Medicaid, HMP, Block
Grant & PA2 based on
consumer eligibility.
Increase annual net
cost contract from
$786,900 to
$1,157,271.
Medicaid, HMP, Block
Grant & PA2 based on
consumer eligibility.

Attachment #5a - April 2018

Attachment #6 – April 2016

Community Mental Health
Partnership of Southeast
Michigan
Board Governance Policy Manual
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Section 1: MISSION, VISION AND VALUES
1.0 MISSION/VISION AND VALUES
The Mission/Vision and Values of the CMHPSM are:
Mission: To provide quality behavioral healthcare that promotes recovery and wellness, fosters
resilience and supports self-determination and empowerment so that individuals served in the four
county region that comprises the CMHPSM are successful in achieving their personal goals and
dreams.
Vision: The CMHPSM will be a comprehensive system of care working in an integrated fashion
with substance abuse and primary healthcare systems so that the care and services provided better
meet consumer needs in a more efficient and cost effective manner
Values:
 Respect the diversity of our communities and the people we serve
 Zero Tolerance for stigma
 Coordinated and continuous care between and across healthcare systems and providers
 Meaningful partnerships with consumers and community stakeholders
 Learning organization disciplines of systems thinking, team learning, shared vision,
personal mastery, and mental models
 Data based decision making
 Innovation and creativity
 Provision of the best quality services to the most people at the best cost

1.1 BYLAWS AND POLICY REVIEW AND AMENDMENT
The Board will review the regional mission, vision, and values statements for relevance to current needs
and interest of the four county partners at least every two years. The Board will ensure stakeholder
involvement in the review of the mission/vision and values.
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Section 2: CEO RESPONSIBLITIES
2.0 EXECUTIVE RESPONSIBLITIES
The CEO shall ensure that all practices, activities, decisions, and/or organizational circumstances shall be
lawful, prudent and in compliance with commonly accepted business and professional ethics. The CEO
will recommend either new or revised Board Governance policies to address areas of non-compliance.

2.1 TREATMENT OF CONSUMERS
With respect to interactions with and services provided to consumers or those applying to be consumers,
the CEO shall ensure the CMHPSM has an established process that is followed to monitor conditions
and procedures employed across the four county region so that services and supports are provided in a
manner that is dignified, respectful, appropriate, not unnecessarily intrusive, and promotes safety. The
manner in which services and supports are provided shall be in accordance with the CMHPSM Mission
and Vision statements.

2.2 TREATMENT OF STAFF
The CEO shall promote conditions for the staff that are fair, dignified, respectful, organized, and clear.
Further, by way of example, but not limited to the following:
1.

Operate with written personnel rules which: (a) clarify rules for staff, (b) provide for
effective handling of grievances, and (c) protect against wrongful conditions, such as
nepotism and preferential treatment for personal reasons.

2.

Have a process for exit interviews and staff satisfaction surveys.

3.

Ensure each employee of the CMHPSM shall have due process in the event of an adverse
disciplinary action.

4.

Within fiscal constraints, provide necessary resources to staff for the performance of their
job duties.

5.

Staff shall have annual performance appraisals.

2.3 COMPENSATION AND BENEFITS
The CEO shall administer board approved competitive compensation and benefits.

2.4 FINANCIAL POLICIES
The CEO shall ensure the financial policies and practices of the CMHPSM meet state and federal
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requirements and are compliant with Generally Accepted Accounting Practices (GAAP).
Further, by way of example, but not limited to the following:
1. Financial Policies and amendments related to:
A.
B.
C.
D.
E.

Procurement—approved 2014
Investments—approved 2014
CEO Scope of Authority—approved 2014
CEO Authority for Position Control—approved 2014
Financial Risk Management—in development

shall be approved by the Board.
2. The CEO and CFO shall review the financial policies annually and make recommendations to the
Board for amendments when needed.

2.5 EMERGENCY CEO SUCCESSION
To protect the CMHPSM from sudden loss of CEO Services, the CEO shall have no fewer than two
other executives familiar with Board and CEO issues and processes.

2.6 COMMUNICATION AND SUPPORT TO THE BOARD
The CEO shall keep the Board informed and supported in its work.
Further, by way of example, but not limited to the following:
1. Submit monitoring data required to the Board (see policy on Monitoring CEO Performance)
in a timely, accurate, and understandable fashion, directly addressing provisions of Board
Policies being monitored.
2. Keep the Board informed of relevant trends, anticipated adverse media coverage, threatened
or pending lawsuits and material external and internal changes, particularly changes in the
assumptions upon which any Board Policy has previously been established.
3. Advise the Board if, in the CEO’S opinion, the Board is not in compliance with its own
policies on Governance Process and Board – CEO Linkage, through the Board Chair.
a)
b)

If there is a breakdown in the relationship between the Board Chair and the CEO,
the CEO shall inform the full CMHPSM Board of the breakdown.
In the event the CMHPSM Board is unable to resolve the issues, the leadership of
the CMHSPs that appoint the CMHSP members to the CMHPSM Board shall
meet to address the issues and develop recommendations for the CMHPSM Board
to act upon.
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4. Marshal for the Board information from as many staff and external perspectives, on issues
and options as needed for fully informed Board choices.
5. Provide a mechanism for official Board communications.
6. The CEO shall provide a compliance report to the Board at least annually and any time there
are any violation at either the CMHPSM or the CMHSPs. This report shall include a review
of the implementation of operational policies to ensure that areas of noncompliance are
identified and addressed before the noncompliance results in sanctions from regulatory
bodies.
7. Report in a timely manner an actual or anticipated noncompliance with any Board Policy.

2.7 REGIONAL RESOURCES
The CEO shall be informed and take advantage of collaboration, partnerships and innovative relationships
with agencies and organizations, including state, regional and county specific resources. The CEO shall
also stay abreast of current affairs as they apply to this industry through conferences and seminars.

Section 3: GOVERNANCE PROCESS
3.0 GOVERNING STYLE
The Board will govern with an emphasis on (a) outward vision, (b) diversity in viewpoints, (c) strategic
leadership, (d) clear distinction of Board and CEO roles, (e) collective rather than individual decisions and,
(f) proactivity.
The Board must insure that all divergent views are considered in making decisions, yet must resolve into a
single organizational position. Once a decision is made the Board must speak in one voice publicly.
Accordingly:
1.

The Board will establish written policies reflecting the Board's values and perspectives. The
Board's major policy focus will be on the intended long-term impacts outside the
organization, not on the administrative or programmatic means of attaining those effects.

2.

The Board will enforce discipline whenever needed. Discipline will apply to matters such
as attendance, preparation for meetings, violation of policies, and disrespect for roles.

3.

Continual Board development will include orientation of new Board Members and
periodic Board discussion of process improvement.

4.

The Board will listen respectfully to citizen comments and assure that an internal process is
in place to follow up on the concerns expressed.
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3.1 BOARD RESPONSIBILITIES/DUTIES
The Board will ensure appropriate organizational and CEO performance and promote a link between the
regional community and the CMHPSM.
Further, by way of example, but not limited to the following:
1. Meetings
(a) Attend Board meetings
(b) If unable to attend Board meetings provide advance notice to the CEO and Board
Chair
(c) Be prepared and on time
(d) Listen with an open mind
(e) Participate in discussion and encourage dialogue
(f) Make decisions in the best interest of the PIHP region
(g) Speak with one voice after a decision has been made
2. Board Member Personal Development
(a) Complete Board orientation and training
(b) Commit to ongoing development of Board Member skills
3. Operational Policies
(a) Relevant operational policies applicable to the Board are included by reference
(i.e. CMHPSM Travel Expense Reimbursement Policy)

3.2 BOARD MEMBER ETHICS
The Board commits itself and its members to ethical, businesslike, and lawful conduct, including proper
use of authority and appropriate decorum when acting as Board Members.
Further, by way of example, but not limited to the following:

1.

Operate with the best interest of the PIHP region in mind.

2.

Recuse from conflict of interest.

3.

Board Members will not use their board position to obtain employment in the organization
for themselves, family members, or close associates. Should a Board Member apply for
employment, he or she must first resign from the Board.

4.

Board Members shall not attempt to exercise individual authority over the organization.

5.

The Board will not evaluate, either formally or informally, any staff other than the CEO.

6.

Board Members will respect confidentiality.
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3.3 BOARD CHAIR'S ROLE
The Board Chair assures the integrity of the Board's process and, represents the Board to outside parties.
The Board Chair has no authority to make decisions about policies created by the Board nor authority to
supervise or direct the CEO.

3.4 POLICY REVIEW AND AMENDMENT
1. The Board Bylaws and Board Policies shall be reviewed in April of every year.
2. Board Policies may be suspended, rescinded, or amended by 3/4 of the serving membership and
will be superseded by any change in federal or state law.

3.5 COST OF GOVERNANCE
The Board will invest in its governance capacity.
Accordingly:
1.

2.
3.

Board members shall be compensated at the rate of the appointing CMHSP per meeting
for attendance at all Board meetings, assigned committee meetings, workshops, required
training, and other Board approved functions. Board members are entitled to one meeting
allowance per day.
Travel expenses shall be reimbursed by the appointing CMHSP
The Board shall be informed of its budget and expenses.

Section 4: BOARD-CEO LINKAGE
4.0 GOVERNANCE-MANAGEMENT CONNECTION
The Board shall appoint a CEO of the Community Mental Health Partnership of Southeast Michigan who
meets the standards of training and experience established by the Michigan Department of Health and
Human Services (MDHHS). The Board shall establish general policy guidelines within which the CEO
shall execute the duties and responsibilities of a Pre-Paid Inpatient Health Plan as required by state and
federal laws, rules, regulations, and the Medicaid Specialty Supports and Services contract with the
MDHHS.

4.1 CEO’s RESPONSIBILITIES
The CEO of the CMHPSM shall function as the chief executive and administrative officer of the PIHP and
shall execute and administer the program in accordance with the approved annual plan and operating
budget, the general policy guidelines established by the Board, the applicable governmental procedures and
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policies, and the provisions of the Mental Health Code. The CEO has the authority and responsibility for
supervising all employees. The terms and conditions of the CEO’s employment, including tenure of
service, shall be as mutually agreed to by the Board and the CEO and shall be specified in a written
contract.

4.2 MONITORING CEO PERFORMANCE
There will be systematic and objective monitoring of the CEO’s job performance and achievement of
organizational goals as agreed upon.

Adopted the 8th of June 2016

Board Chairperson

Date

Board Secretary

Date
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