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INSTRUCTIONS FOR ADMINISTRATIVE 

COSTS FOR COORDINATING AGENCIES & 
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May 15, 2012 
 
 

Section 282:  (1) The department, through its organizational units responsible for 
departmental administration, operation, and finance, shall establish uniform definitions, 
standards, and instructions for the classification, allocation, assignment, calculation, 
recording, and reporting of administrative costs by the following entities: 

(a) Coordinating agencies on substance abuse, and the Salvation Army harbor light 
program that receive payment or reimbursement from funds appropriated under section 
104. 

(b) Area agencies on aging and local providers that receive payment or reimbursement 
from funds appropriated under section 117. 

(2) By May 15 of the current fiscal year, the department shall provide a written draft of 
its proposed definitions, standards, and instructions to the house of representatives and 
senate appropriations subcommittees on community health, the house and senate fiscal 
agencies, and the state budget director. 
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Bureau of Substance Abuse and Addiction Services 
 
The Bureau of Substance Abuse and Addiction Services (BSAAS) established uniform 
definitions, standards, and instructions regarding administrative costs for substance abuse 
coordinating agencies effective with the start of fiscal year 2006.  These were developed 
by a work group consisting of coordinating agency (CA) and department staff.  Two major 
considerations were: to maintain compliance with the federal Substance Abuse Prevention 
and Treatment Block Grant requirements concerning administrative expenditures, and to 
become functionally consistent with the department’s requirements for mental health 
agencies. 
 
Late in 2008, BSAAS received notice from the federal Center for Substance Abuse 
Treatment, the agency that administers the block grant, that CA administrative costs need 
not be counted against the block grant’s 5% cap on annual spending for administration. 
 
BSAAS has not established administrative definitions or standards specifically applicable 
to subcontractors.  Most subcontractors are on purchase of service, fixed-rate contracts, 
and the bulk of state and federal funds administered by CAs are spent on such contracts.  
Procurement is based largely on unit costs, quality, and performance, and not on 
subcontractor administration costs or practices. 
 
Requirements for reporting administrative costs are contained in the annual agreement 
between Michigan Department of Community Health (MDCH)/BSAAS and the CAs.  Those 
requirements are in the following documents:  1) Attachment 1, Financial Reporting 
Requirements, and 2) Attachment 2, Establishing Administrative Costs Within and Across 
the Coordinating Agency System.  The requirements include instructions for reporting 
administrative costs, including Access Management System costs, along with the reporting 
form.  These documents are attached to this report.   
 
For FY2011, Salvation Army Harbor Light (SAHL) reports having used revenues from 
fees/collections, other contracts, and other sources to pay for all but 1.1% of its 
expenditures related to administering its annual agreement with MDCH/BSAAS. 
 
In the interest of continuing to maximize and generate efficiencies, MDCH recommends 
the continued and periodic review of the above mentioned requirements. 
 
Area Agencies on Aging 
 
Uniform definitions and instructions for the classification, allocation, assignment, 
calculation, recording and reporting of administrative costs by area agencies on aging are 
in Attachment 3. 
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Area Agencies on Aging 
Definition of Administrative Costs 

 
  
Allowable costs, as defined in OMB Circulars A-87 and A-122, are eligible for 
reimbursement.  Allowable costs must then be reported as “Services” or 
“Administration” as defined below: 
 

1. Services are defined as face-to-face activity with a client. 
a. Contracts for client services, such as: 

i. Adult Day Care 
ii. Legal Services 
iii. Elder Abuse 
iv. Long-Term Care Ombudsman/Advocacy 
v. Meals 
vi. Training 
vii. Outreach 
viii. Case Management 

b. Provision of the following services directly by the area agency, if 
authorized by the Office of Services to the Aging, including required 
waivers: 
i. Adult Day Care 
ii. Elder Abuse 
iii. Long-Term Care Ombudsman Advocacy 
iv. Meals 
v. Training for clients – presenting classes and workshops 
vi. Outreach 
vii. Transportation, including dispatch-related services 
viii. Case management, including all or an allocated portion of the 

immediate supervisor, if applicable 
c. Applicable allocated overhead 

i. A portion of the facility occupancy charges (rent, utilities…) if a 
portion of the facility is dedicated to direct client services – 
such as the site for Adult Day Care, classrooms, on-site meal 
programs… 

ii. Information technology, if it is associated with direct services, 
such as offering computer classes at your location or 
maintaining client data bases for the delivery of services 

iii. Equipment, if it is associated with direct services 
iv. Supplies, if associated with direct services 

2. Administration – all functions and activities that are not “services” as defined 
above. 

a. Area Agency on Aging Staff 
i. Executive Director 
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ii. Management and most supervisory staff, may exclude some or 
all of the food service manager, case management manager 
and any other first line supervisor 

iii. Human resources staff 
iv. Budget, finance and accounting staff 
v. Ombudsman – except the direct face-to-face time with a client 

may be considered a direct service.  
vi. Information technology system staff 

b. Miscellaneous expenditures 
i. Facility occupancy charges (rent, utilities…) if the facility is only 

used for administrative activities 
ii. Advisory boards and councils 
iii. Staff training and conferences related to administrative 

functions 
iv. Memberships and subscriptions 
v. Indirect charges from local units 
vi. Contracted administrative activities, such as payroll services 

c. Applicable allocated overhead 
i. Facility occupancy charges (rent, utilities…) if a portion of the 

facility is used for direct services in addition to administrative 
activities, otherwise it is 100% administrative 

ii. Equipment, if a portion of the equipment is used for direct 
services in addition to administrative activities, otherwise it is 
100% administrative 

iii. Supplies, if a portion of the supplies are used for direct services 
in addition to administrative activities, otherwise it is 100% 
administrative 

 
The above are not intended to be an all-inclusive listing of all expenditures, but 
reflect the major categories that define what should be reported as “administrative 
costs”.  All allocated costs must be allocated using an applicable, quantifiable 
allocation basis – i.e., occupancy charges should be allocated using square footage, 
case management supervisor should be allocated based on quantifiable activities of 
their subordinates. 
 
Most subcontractors and local providers are on purchase of service, fixed rate 
contracts and the majority of state and federal funds administered by area agencies 
on aging are spent on such contracts.  Procurement is based largely on unit costs, 
quality, and performance, and not on subcontractor administrative costs or 
practices.  Thus, 100% of these costs would be considered as “Services”. 
 
 
 




