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Section 462:  The department shall develop a funding equity plan for all CMHSPs that 
receive funds appropriated under the community mental health non-Medicaid services line. 
The funding plan should reflect a more equitable distribution methodology based on proxy 
measures of need and the recognition of varying expenditure needs of CMHSPs. The 
department shall submit the written equity funding plan and a report regarding 
implementation feasibility of the equity funding plan including an impact statement to the 
senate and house appropriations subcommittees on community health, the senate and 
house fiscal agencies, and the state budget director by March 1 of the current fiscal year. 
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Historical Perspective  
 
A needs-based formula for determining CMHSP general fund allocations was first 
developed by the Citizen’s Research Council in 1997, was amended by DCH in FY1999 
under managed care, and affirmed by the Michigan Association of Community Mental 
Health Board Executive Leadership in 2007.  However, as could be expected, this 
formula did not receive universal endorsement.  While concerns regarding the factors 
included in the formula were identified, no alternative equity-based funding strategy 
acceptable to all CMHSPs had been identified.   
 
Over the years, incremental adjustments in allocations among CMHSPs were made to 
more equitably distribute General Fund dollars and/or to adjust for changes in Medicaid 
funding at least in part utilizing the factors contained in this formula. These factors 
involve two components.  First, measures of persons with the need for mental health 
services, and second, a weighting—which is the distribution of expenses between the 
three populations. The proxy measures for the three CMHSP service populations as 
follows:  
 

 for  persons with developmental disabilities (DD), total population 
 for children with Serious Emotional Disturbance (SED), the number of children 

under the age of 18 at or below 100% FPL 
 as one of two proxies for adults with Serious Mental Illness (SMI), the number of 

adults over age 18 at or below 100% FPL.  Second, an estimation of the number 
of adults with SMI based on the Kessler Co-morbidity studies. These co-
morbidity studies use census data to determine relationships between age, 
gender, education, marital status and race/ethnicity to derive estimates of the 
number of adults with SMI. 

 
 
FY2009  
 
Under the DCH obligation to assure an adequate and appropriate array of mental health 
services statewide, as required by Section 116 of the Mental Health Code, the 
department was challenged to implement FY2009 Executive Order reductions in a way 
that reduced the apparent dis-equity in funding across CMHSPs.  For example, there 
was almost a five-fold difference in per capita funding across the CMH system.  
Recognizing that need varies among CMHSPs and taking the factors in the formula into 
account, disparities remain.  
 



During FY2009, DCH was faced with implementation of Executive Order 2009-22 which 
required a $10 Million reduction in the CMHSP non-Medicaid line item and with further 
reductions anticipated in the FY2010 Appropriations Act.  Of this reduction, $5.4 Million 
was applied to those 16 CMHSPs with funding, in relation to the formula factors outlined 
above the state average.  The remainder of the reduction consisted primarily of a 1% 
across the board reduction to all CMHSPs and reductions to those CMHSPs with ABW 
and GF carry forward savings.  
 
While the funding factors formula provide a benchmark for comparison across 
CMHSPs, DCH did not support sole use of the funding factors formula for all reductions 
or for redistribution of remaining funds in that these factors may not fully represent local 
needs and circumstances.  Attached is a copy of the FY2009 Executive Order 2009-22 
reductions to CMHSPs. 
 
 
Preparing for FY2010 Reductions  
 
In preparation for required FY2010 CMH GF reductions, the Department initiated a 
series of conference call/meetings open to all CMHSPs to obtain their input on 
determining the distribution of general fund reductions in the Non-Medicaid CMHSP 
appropriation. In establishing these discussions, DCH identified that at least some 
portion of the method to distribute FY2010 reductions must include reducing “dis-
equity”.  The methodology for determining these reductions was identified by DCH as 
having two goals-assuring viability and equity of opportunity within the public mental 
health system statewide.   
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