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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, Salvation Army harbor light program, and their 
subcontractors that receive payment or reimbursement from funds appropriated under 
section 104.  (b) Area agencies on aging and local providers, and their subcontractors that 
receive payment or reimbursement from funds appropriated under section 118.  (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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ODCP established uniform definitions, standards and instructions regarding administrative costs 
for substance abuse coordinating agencies effective with the start of FY 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 block grant 
requirements concerning administrative expenditures, and to become functionally consistent with 
the department’s requirements for mental health agencies. 
 
Late in 2008, ODCP 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. 
 
ODCP 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 Attachment B to the annual 
contract agreement between MDCH/ODCP and CAs and Salvation Army Harbor Light; these are 
attached to this report.  They include a section on central administrative costs, instructions for 
reporting administrative costs, and the reporting form. 
 
ODCP recommends continuing these requirements at this time. 
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