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Note: This document contains technical questions and answers.  Some questions and comments submitted to MDCH were not technical, and were answered in other venues. A couple of questions received were unclear, are being pursued individually, and were not included here.

1. What do you mean when you say that administrative costs should be “transparent?”

A. Administrative costs should be disclosed at each level of service provision. Therefore, administrative costs for PIHPs, CMHSPs, MCPNs, and Prime Subcontractors (including any CAs that perform delegated administrative functions on behalf of PIHPs or CMHSPs) will be required to be reported on the “Section 460 Report” in Phase I (6-month report due June 30th and an annual report due January 31, 2008), and then other major subcontractors in Phase II.  

2. How will the Medicaid administrative costs that are reported on the Section 460 Report comport with the 15% cap on Medicaid administrative costs that CMS required in our 1915(b) waiver and that is mandated by the CMS rate-setting checklist?
A. The 15% cap mentioned in the 1915(b) waiver is on the amount of savings that can be spent for administrative purposes.  In order to use savings for administrative purposes, a PIHP would need to submit a reinvestment plan to MDCH (who in turn submits it to CMS) for approval.  There is not a requirement to limit the general Medicaid administrative costs to 15% of total costs or revenue in either the waiver application or the CMS rate setting checklist.

3. Will we no longer be breaking out managed care costs from the administrative costs?

A. In order to comply with the legislative requirement you will be reporting total Medicaid and total non-Medicaid administrative costs. The federal Balanced Budget Act does not define administrative costs but rather defines administrative functions and the quality standards for managed care organizations. The Encounter Data Integrity Team (EDIT) created definitions for those functions in “Establishing Managed Care Administrative Costs.” That document will be useful as PIHPs and CMHSPs sort administrative functions between Medicaid and Mental Health Code-mandated (or “Board”) administrative functions. However, EDIT’s attempt to use those definitions in a cost model, although created with good intention, lead to the need for the proposed administrative cost definitions and resulted in the public mental health system creating subsets or arbitrary indirect cost pools of total administrative costs. It is these indirect pools that resulted in the current cost reporting discrepancies. 
4. Will delegated functions between PIHPs and Affiliates still exist?

A. Yes they may.  PIHPs are still required by the BBA and the MDCH/PIHP contract to perform certain managed care functions (e.g., customer services, quality management).  PIHPs may still desire to delegate some or all required functions to affiliates but will not report separately on the cost of the delegated function.

5. Isn’t this method out of compliance with A87? For example, the cost of a 2nd line supervisor who is involved in only one program such as a day program should not be allocated across all of administration.

A. No. The Office of Management and Budget Circular A-87 (OMB A-87) does not dictate any level of cost classification and indicates that there is no certain rule for classifying costs as either direct or indirect. To paraphrase and quote OMB A-87 requirements, “some costs may be direct with respect to a specific service or function but indirect with respect to federal awards or another final cost objectives…Therefore, it is essential that each item of cost be treated consistently in like circumstances either as direct or indirect”.  MDCH is not dictating or advising that a particular method be used for allocating administrative costs to programs or to all of administration. Your cost allocation plan will describe how you will allocate the administrative costs. The model being presented is how you divide administrative costs from direct costs, and how you will report them both.

6. Can you clarify or better define the line between administration and direct services?

A. This will be an ongoing process. As specific questions regarding classification of items are submitted to the MDCH review panel, it will provide us with the opportunities to clarify the line.

7. Will there be sample cost allocation plans provided so that we get an idea of how much or how little detail you are looking for?

A. MDCH will provide several samples, what is acceptable and unacceptable, and a general format for the prospective cost plans. 

8. Does the cost allocation plan include how a specific cost is to be allocated, such as buildings? For example, “buildings will be allocated based on square footage.” 

A. MDCH will not prescribe, but your plan should indicate how each cost is allocated.

9. Will it be acceptable for one CMH to allocate building cost by square footage and another CMH to allocate building costs by FTEs using that building and another CMH to allocate building costs equally between three programs that use that building?

A. If the allocation of indirect costs is in compliance with OMB Circular A-87 then it will be acceptable.

10. We do a formal Cost Allocation Plan that is certified by using the prior year’s data to set the current year’s rates. Is that a completely separate process than what this proposal is referring to?

A. Yes and no. It is separate but much of the allocations in that plan would be acceptable in this requirement. The additional step needed for compliance here would be to assign all costs to either service or administrative costs. This additional step could be included in the cost allocation plan that is currently being done or it could be done separately.

11. Would Boards who provide direct services have two distinct processes, one for setting rates and one for this process?

A. The Cost Allocation Model is not intended as a guide for first and third party or actuarial rate setting (if that is what the question is referring to). For first and third party rate setting purposes, (unless otherwise specified by grant or payer) all administration regardless of its definition is spread to the unit of service. 

12. Can we use our existing cost-finding process (which we believe puts us in compliance with applicable rules and cost-finding standards)?

A. You would have to submit the detail of what that is for the MDCH review panel to make a judgment. If it meets the standards in A-87 and assigns costs to service and administration using the definitions in this proposal then it could be used.  
13. Under Administration, does it read “management/non-immediate supervisory staff” or “management/non-immediate and supervisory staff?”

A. Management/non-immediate supervisory staff

14. Does staff cost (as part of direct services) include vacation or other leave, and time spent in training?

A. Yes, if it is direct service staff.

15. Would all grant activity (whether or not included as encounters) fall under Direct Services?

A. Generally, grant activity that is not reported as encounters but provides direct service to consumers would fall under “Direct Services.”  However, those activities that are not clearly direct service or administrative will need to be addressed by the MDCH review panel. 

16. If a subscription for a journal is ordered and used by a clinical program would that be a direct cost?

A. Yes, it would be considered a supply or material – allocated overhead to direct service cost.

17. Where would direct-operated client transportation system fall?

A. Transportation is included in a number of the service descriptions/coverages for which encounters are reported – for example, community living supports, out-of-home habilitation, skill-building and supported employment. In these cases, transportation is an allowable part of a Direct Service.  Disallowed transportation costs include transportation to medical appointments that is the responsibility of another entity.  Other kinds of consumer transportation should be described and submitted to the MDCH review panel.

18. Would our training center need to be broken out by training that is required of direct care personnel versus those required by all staff for cultural competence, infection control, CARF, etc?

A. Yes, a distinction is needed between what is specific to serving a consumer versus what is general to the job duties.

19. Where would staff who do the financial interviews and do other functions (such as reimbursement or benefits advocacy) fall?

A. Administration

20. Are the references to the Children’s Waiver made just to the fee-for-service Children’s Waiver rather than any Children’s Waiver services under capitation? 

A. Children’s Waiver is a fee-for-service program; there are no Children’s Waiver services covered under the capitation to PIHPs.

21. In what program bucket are administrative costs for the Children’s Waiver, Habilitation Supports Waiver and new Children’s SED waiver allocated?

A. Habilitation Supports Waiver goes into the Medicaid bucket; Children’s Waiver and new SED Waiver go into GF bucket.

22. If an immediate supervisor has ten staff and only one staff directly provides services, are 1/10th of that supervisor’s salary/benefits allocated to direct service?

A. Only if there is documentation that the 1/10th of the supervisor’s time is spent in direct supervision of the direct care worker.

23. If a PIHP wants to include a 2nd or 3rd line supervisor, are they only allocating that portion of the supervisor’s salary/benefits that was involved in direct provision or immediate supervision of direct providers of services?

A. Only staff that directly provide a service that results in the reporting of a CPT or HCPCS code, or who directly supervise someone who does.  If a 2nd or 3rd line supervisor performs one of those functions, and the proportion of his/her time is documented, then the requisite proportion of his/her costs may be allocated to direct service. 

24. What is the methodology expectation for staff that do two functions (direct and administrative based on the diagram) splitting costs between direct and administrative?

A. A-87 ATTACHMENT A, section C. Basic Guidelines, 3.  Allocable costs, says, “a. A cost is allocable to a particular cost objective if the goods or services involved are chargeable or assignable to such cost objective in accordance with relative benefits received.” Therefore, the answer is yes, you will need to allocate these costs to both classifications and include these in the cost allocation plan. You should use a method that assigns the costs to each classification relative to the benefits received. The method used will also need to comply with OMB Circular A-87.  
25. Can staff that provide payroll services (finance and accounting staff) human resource functions, reimbursement functions and some information system capacity be allocated to direct services?

A. No.

26. Is payroll considered part of Human Resources?

A. It depends on the organization’s structure. 

27. Where does the Medical Director and Access fall?

A. Typically the Medical Director and Access function would fall under Administration. However, if a direct service that results in a CPT or HCPCS code reported is provided by the Medical Director or Access staff or they directly supervise someone who does, then the appropriate portion of their costs would be allocated to Direct.

28. Staff who provide direct intake services with clients report to a supervisor who also supervises UM and/or QI staff, would a % of supervisors’ time spend with the direct intake service staff be part of the direct costs, and the rest of the supervisor’s time be allocated to administration? Would the supervisor have to keep a time log?

A. Intake is a Direct Service only if it is reported in the encounter data. Unless the supervisor has documentation they are doing direct care or direct supervision of direct care the cost would be administration. With adequate documentation it could be allocated. Some method, included in the cost allocation plan that is acceptable under A-87 would be required; a time log would be one.

29. Even though Customer Services Staff (consumer representatives) are dealing directly with the clients they are considered Administration?

A. Yes

30. Where does the cost of a self-determination coordinator go? This position does linking and coordinating in order to place eligible individuals into the self-determination program, but does not provide direct services.

A. If linking and coordinating is performed by a case manager/supports coordinator or assistant and is reported as a CPT or HCPCS code in the encounter data system then the costs of the case manager/supports coordination, clerical support and direct/first-line supervisor go into direct services.  Otherwise the costs of self-determination coordinator go into Administration

31. Where does the cost of a hospital liaison/residential placement coordinator go? This position does linking and coordinating to place individuals who qualify into appropriate residential placement, but does not provide direct services. 

A. If linking and coordinating is performed by a case manager/ supports coordinator or assistant and is reported as a CPT or HCPCS code in the encounter data system, then the costs of the case management/supports coordination, clerical support and direct/first-line supervisor go into direct services.  Otherwise the costs of hospital liaison go into Administration

32. Where does the cost of a supported employment coordinator go? This position does linking and coordinating to secure employment opportunities to eligible individuals, but does not provide direct services.

A. If linking and coordinating is performed by a case manager/ supports coordinator or assistant and is reported as a CPT or HCPCS code in the encounter data system, then the costs of the case management/supports coordination, clerical support and direct/first-line supervisor go into direct services.  Otherwise the costs of supported employment coordinator go into Administration

33. Would costs other than equipment associated with an electronic medical record (specifically software and in-house development specific to electronic record) also be considered allocated overhead to direct service?

A. Yes, EMR applications (proprietary and “homegrown”), enhancements, and support are considered allocated overhead.  In addition, a proportion of network server, router and help desk in support of EMR may be allocated overhead to direct service.

34. If the computer equipment can be a direct cost, then why can’t the IS staff be a direct cost using the same allocation as the computer equipment?

A. Equipment and application costs used in the provision of services are a tool of providing the service. IS staff would be the technical support for making the computers work and be counted as administration unless it directly affects the direct service, is documented, and appears in the cost allocation plan.
35. Will I have two amounts reported for each funding source (MA, GF, ABW, etc.) – direct service costs and administrative costs?

A. Yes

36. The CMHSP contracts with large residential providers to provide CLS/Personal care. They have administrative costs (e.g., accounting, human resources) as well as direct supervision. Will we need to separate out those administrative costs in Phase 1?

A. If the large provider fits the definition of a prime sub contractor then, yes, you will need to separate out those administrative costs in Phase 1. If they don’t meet that definition then the answer is no, not until Phase 2.

37. Does this mean that CAs have to allocate Medicaid admin according to these rules and all other admin according to the directions we received from the Substance Abuse Bureau?

A. These two requirements need to be reconciled. Under OMB circular A-87 the same method for allocating a cost should be used for all programs. Therefore, the method used to allocate administration to the Medicaid SA costs should be used to apply costs to the other SA costs.

38. Substance abuse block grant is limited to an arbitrary 10%. How will that work (also with other programs where administrative cost are limited or prohibited)?

A. OMB Circular A-87 Attachment A, section C. Basic Guidelines allocable costs says,  “Any cost allocable to a particular Federal award or cost objective under the principles provided for in this Circular may not be charged to other Federal awards to overcome fund deficiencies, to avoid restrictions imposed by law or terms of the Federal awards, or for other reasons.” Therefore, the appropriate amount of administration must be assigned to each program/grant with out consideration of any restrictions imposed by the program or grant. 

39. Substance abuse AAR service benefit includes some activities, such as eligibility determination, that are identified as administrative functions in the Medicaid Provider Manual. Is it expected that the provider manual guidance no longer applies?

A. Those functions that are not reportable as Medicaid encounters would be reported as Medicaid administration.

40. Are there new encounter reporting requirements relative to what had been administrative costs – e.g., fiscal intermediary services are now reported as encounters – how does this affect CAs?

A. There are no new encounter reporting requirements. Fiscal intermediary services are a new benefit under the 1915(b)(3)s for beneficiaries for whom it is medically necessary and who want to use a self-determination approach.  It is unlikely to impact CAs.

41. The document says that only administrative functions that are delegated by a PIHP to a CA are to be reported as MA costs. This raises the issue of what to do when admin functions are not delegated but have to be done at the CA level. Are these defined as program costs? Is it expected that the general guidance in this draft be used?

A. Any costs that the CA has that are charged to the PIHP must be classified as service or administration based on the definitions in the Section 460 Report Cost Allocation Instructions. 

42. CA requirements classify all CA staff as admin (either program or general) while this document allows for classifying some PIHP and CMH activities as direct service?

A. Yes it does.

42.
On the old FSRs the PIHP reported the QAAP tax on a separate line. In the new reporting format for PIHPs to report service and administrative expenses how will a PIHP report the QAAP tax? 

A. PIHPs will report the QAAP tax on a separate line in the Section 460 Report. 
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