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Topics of Discussion 

 Audit Process 

 From Selection to Final Report 

 Common Errors among Quarterly Financials 

 Federal Funds 

 Athletics 

 Common Errors among MAER 

 Federal Funds 

 Early Retirement Incentives 

 Questions 
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Role of SBS Audit 

 The State of Michigan SBS Audit section is responsible 

for conducting external compliance audits of 

Intermediate School Districts funded by MDCH.  

 Our work is summarized by the following objectives: 

 To assess whether the ISD and its LEAs effectively 

established and implemented internal controls over 

the development of School Based Service Medicaid 

claims. 

 To assess whether the School Based Service costs 

and services reported by the ISD and its LEAs were 

in compliance with Federal and State laws and 

regulations.  
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Audit Process 

 Planning Phase 

 Sets the foundation for the entire audit process 

 Audit Fieldwork Phase 

 Marks the beginning of the formal audit activities. 

Driven by scope and objectives and other agreements 

set forth in the planning phase.  

 Report Preparation Phase 

 Final formal stage of the audit.  
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Reference Materials for Audit  
(CMS Policy on Medicaid in Schools – September 2010) 
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Federal Law (Social Security Act) 

Federal Regulation (CFR) 

Federal Guidance (Medicaid Memos, OMB 
Circular A-87) 

State Law 

State Regulations 

State Guidance 



Planning Phase 

 Typical activities include: 

Conduct the audit entrance meeting 

Develop scope and objectives 

Develop audit plan 

Perform risk assessment 

Select items to be audited  
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ISD Selection Process 

Examples –  

Amount of money received  

Cost variances from year-to-year 

MDCH Settlement Issues (suspended 

payments?) 

Single Audit findings 

Other Relevant Information 
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Audit Fieldwork Phase 

 Typical activities include: 

 Obtain data 

 Analyze data 

 Identify exceptions 

 Conduct periodic agency update meetings 

 Issue audit memorandums (preliminary findings) 

 Analyze auditee reaction and additional evidence 

 Conduct field closeout meeting to discuss preliminary 

findings 
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Report Preparation Phase 

 Typical activities include: 

Submit preliminary report 

Conduct internal quality assurance process 

Obtain preliminary response 

Agree/Disagree, Corrective Action, Comments 

Conduct exit meeting 

Finalize report 
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Sampling & Requested Info 

 Quarterly Financials 

Random Sample of Employees 

 MAER (Medical Staff/Transportation) 

Support Documentation for Everything 

 Requested Documentation 

Support Documentation (General Ledger, 

Payroll) 
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Michigan Public School 

Accounting Manual 

 The Michigan School Accounting Manual 

(Bulletin 1022) serves as a mandatory 

guide to the uniform classification and 

recording of accounting transactions for 

Michigan public school districts. 

 The general classification of objects and 

expenditures are those which are found in 

Bulletin 1022, the Accounting Manual for 

school districts. 
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Function Code Example 
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Object Code Example 
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Support Documentation 
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Support Documentation – Cont.  
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ASN Example 

 

 

 

 Chart of Accounts 
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Schools & Medicaid 
 Under the new SBS Program, the Michigan 

Department of Community Health (MDCH) 

provides SBS reimbursement to school districts 

that provide Medicaid covered health and 

health-related services.  There are two 

components of the SBS program that include: 

 Direct Medical Services (includes specialized 

transportation, personal care services, and targeted 

case management services) 

 Medicaid Administrative Outreach (AOP) 
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Schools & Medicaid – Cont.  
 The AOP and Direct Medical Services program 

are companion programs. 

 The AOP provides reimbursement for 

administrative activities required to identify, 

manage, refer and develop programs for 

children at risk of academic failure due to an 

underlying health issue, including mental health.   

 The Direct Medical Services program 

reimburses schools for the cost of providing 

direct medical services to the special education 

Medicaid student population.  
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Quarterly Financials 
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 Staff salaries and related costs are reported 

directly to a state-hired contractor (PCG) by 

each of the ISDs and LEAs.   

 PCG combines the costs, applies various 

allocation percentages and submits the AOP 

claim directly to MDCH for review, processing 

and payment each fiscal quarter.   

 Claim development is based on a “pool” of costs, 

primarily salaries and benefits, incurred by the 

school districts for individuals that engage in 

Medicaid-type activities on a regular basis. 



Example – Quarterly Financials 

 Case Manager – Cost Pool 

 

 

 

 

 Support Staff – Cost Pool 
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Last 

Name

First 

Name
Job Category Cost Pool

Staff 

Employment 

Status

District Job 

Title

District 

Employee 

ID

Salaries Benefits
Contracted 

Staff Costs

Staff 

Travel and 

Training 

Costs

Staff 

Professional 

Dues and 

Fees

Materials 

and 

Supplies

Federal 

Funds 

Offset

Other 

Excluded 

Costs

Notes

Gross 

Compensation 

Expenditures

Net 

Compensation 

Expenditures

Adlam Sally Case Manager Case Manager Full Time Case Manager $16,237.02 $9,645.10 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $25,882.12 $25,882.12 

Austin Lynne Case Manager Case Manager Full Time Case Manager $14,350.98 $9,645.90 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $23,996.88 $23,996.88 

Carpenter Angela Case Manager Case Manager Full Time Case Manager $13,577.76 $9,097.51 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $22,675.27 $22,675.27 

Dekryger Cheryl Case Manager Case Manager Full Time Case Manager $15,893.28 $9,556.43 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $25,449.71 $25,449.71 

Evenhouse Elizabeth Case Manager Case Manager Full Time Case Manager $11,097.50 $5,737.08 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $16,834.58 $16,834.58 

Gilbert Melissa Case Manager Case Manager Full Time Case Manager $9,468.00 $3,517.32 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $12,985.32 $12,985.32 

Gustafson Joshua Case Manager Case Manager Full Time Case Manager $10,792.26 $7,060.28 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $17,852.54 $17,852.54 

Harless Anne Case Manager Case Manager Full Time Case Manager $16,676.28 $9,801.15 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $26,477.43 $26,477.43 

Kanouse Jason Case Manager Case Manager Full Time Case Manager $11,149.02 $3,874.92 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $15,023.94 $15,023.94 

Liabenow Linda Case Manager Case Manager Full Time Case Manager $16,343.28 $8,842.71 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $25,185.99 $25,185.99 

Millen Larry Case Manager Case Manager Full Time Case Manager $14,516.52 $9,122.85 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $23,639.37 $23,639.37 

Schamanek Greg Case Manager Case Manager Full Time Case Manager $15,348.24 $9,339.62 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $24,687.86 $24,687.86 

Smith Tamia Case Manager Case Manager Full Time Case Manager $12,153.24 $7,527.55 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $19,680.79 $19,680.79 

Last 

Name

First 

Name

Staff 

Employment 

Status

District 

Job Title

District 

Employee 

ID

Salaries Benefits
Contracted 

Staff Costs

Staff 

Travel and 

Training 

Costs

Staff 

Professional 

Dues and 

Fees

Materials 

and 

Supplies

Federal 

Funds 

Offset

Admin Cost 

Pool 

Percentage

Direct Service 

Cost Pool 

Percentage

Notes

Gross 

Compensation 

Expenditures

Net 

Compensation 

Expenditures

Feak Mary Full Time $10,635.74 $7,589.44 $0.00 $0.00 $0.00 $0.00 $0.00 100.00% 0.00% $18,225.18 $18,225.18 

McGinnes Marcia Full Time $7,569.33 $7,049.91 $0.00 $0.00 $0.00 $0.00 $0.00 100.00% 0.00% $14,619.24 $14,619.24 

Mueller Brenda Full Time $7,546.00 $7,042.42 $0.00 $0.00 $0.00 $0.00 $0.00 100.00% 0.00% $14,588.42 $14,588.42 

Watson Laurie Full Time $11,044.99 $8,575.88 $0.00 $0.00 $0.00 $0.00 $0.00 100.00% 0.00% $19,620.87 $19,620.87 



Common Errors – Quarterlies 
 Federal Funds 

 Unallowable Costs  

Athletic Activities 

Pupil Activities  

Other Community Services 

 Calculation Errors 

Use of Estimates 

Cash In Lieu of Benefits 

Wrong Line (Travel reported under Materials) 
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Federal Funding 
(MI Medicaid Provider Manual) 

 Claims for approved Medicaid School 
Based Service functions may not include 
expenditures of: 

Federal funds received by the ISD/LEA 
directly 

Federal funds that have been passed through 
a State or local agency 

Non-Federal funds that have been committed 
as local match for other Federal or State 
funds or programs 22 



Unallowable Costs 

 The Office of Management and Budget 

Circular A-87, Attachment A, section C 

requires costs charged to a federal award 

to be allowable, reasonable, and 

allocable to the federal award in 

accordance with relative benefits received. 

Athletic Activities, Pupil Activities, Other 

Community Service  
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Use of Estimates 
(MI Medicaid Provider Manual) 

 The financial data reported (salaries, 

benefits, supplies, etc.) must be based on 

actual detailed expenditure reports 

obtained directly from the participating 

ISDs’ financial accounting system.  

The financial accounting system data is 

applied using generally accepted 

governmental accounting standards and 

principles or applicable administrative rules. 
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Cash In Lieu of Benefits 

 Object Code – 2920 
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Relationship Between  

MAER and Quarterly Financials 

 Quarterly Financials cannot be used to 

complete the MAER 

Quarterly AOP financials are used to 

complete Administrative Outreach Program 

(AOP) claiming on a quarterly basis 

Quarterly TCM and PCS financials are used 

to collect salary costs on a quarterly basis 

 Quarterly Financials are completed on a 

cash basis 
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Relationship Between  

MAER and SE-4096 & SE-4094 

 The MAER should be a subset of the costs 

reported on SE-4096/4094 because you 

are only including allowable participants 

from Time Study Rosters and allowable 

medically related costs within certain 

object codes 

 MAER is completed on an accrual basis 
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SE-4096 

 The SE-4096 covers expenditures for the 

school year July 1 to June 30 

 All Local and Intermediate School Districts 

(public school academies report as a local 

school district) that employ or contract 

special education personnel are required 

to complete this form to qualify for state 

special education categorical aid.  
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Example – SE-4096 
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SE-4094 
(Transportation Expenditure Report) 

 The SE-4094 covers expenditures for the school 

year July 1 to June 30 

 The objects of expenditures should be assigned 

to the service activity (i.e.; Regular Education, 

Special Education-Section 52, etc.) on a direct 

charge basis wherever possible or by a method 

of allocation which provides a reasonable 

distribution of costs.  
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Example – SE-4094 
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SE-4107 
(School Bus Inventory Report) 

 Bus Amortization 

 The number of vehicles and amount reported on 

the SE-4094 must agree with the final SE-4107, 

School Bus Inventory Report 

 The total cost of a pupil transportation vehicle 

includes the base cost, plus the total of , if any, 

interest expense, plus additional equipment 

(radios, lifts) less any trade in allowance or the 

full amount received from previously non-

deducted bus sales.  
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Example – SE-4107 
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MAER – Medical Staff 
(Medicaid Allowable Expenditure Report) 

 SBS providers receive their funding from 

the interim monthly payments that are 

based on prior year actual costs and that 

are reconciled on an annual basis to the 

current year costs. 

Costs are reported for direct medical and 

specialized transportation services on the 

MAER and collected via financial worksheets 

for Personal Care Services and Targeted 

Case Management. 34 



Example – MAER Medical 
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Common Findings – MAER (M) 

 Staff Pool Listing Errors 

 Federal Funds 

 Unallowable Costs 

Early Retirement Incentives, Tuition 

 Calculation Errors 

Wrong Lines and Columns 

 Accidentally placing Speech costs under SW 
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Staff Pool Listing Errors 

 Staff included on the MAER (Medical) 

need to be eligible to receive a moment 

 In order to receive a moment, one must be 

included on the staff pool list 

As long as the provider meets the 

requirements to be on the Direct Service Staff 

Pool and are in fact included on that staff pool 

list, then that provider and associated costs 

are allowable on the MAER 
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Federal Funds 
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Unallowable Costs 

  Early Retirement Incentive Payments 
 These include: (a) lump sum payments, (b) retirement 

incentive payments spread over the following year, 

and (c) the purchase of annuities as a retirement. 

These incentives do not qualify for state 

categorical reimbursement. 

 Tuition Reimbursement 
 These costs coded under object code 2310 for 

employees to return to higher education to complete 

degree requirements are not reimbursable as a 

necessary cost of special education under state 

school aid.  
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Early Retirement Incentives 

 Object Code – 2210 
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MAER – Transportation 
(Medicaid Allowable Expenditure Report) 

 Specialized transportation costs are the costs 

associated with the special education buses 

used for the specific purpose of transporting 

special education students only.   

 On an annual basis, the cost per trip is calculated by 

dividing the total reimbursable cost by the total ISD-

reported special education one-way transportation 

trips.   

 The Medicaid reimbursable amount is obtained by 

multiplying the number of “allowable” one-way trips 

paid by the Medicaid Invoice Processing system per 

ISD. 
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Example – MAER Transportation 
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Common Findings – MAER (T) 

 Calculation Errors 

Overstated/Understated Costs 

Accidentally Omitting Costs  

Failing to break out costs to appropriate 

object codes 
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Calculation Errors 
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Line Object Code Description MAER Reported Allowable Difference ACCOUNT DESCRIPTION YTD EXP LINE ON MAER

9 4XXX Other Vehicle Costs 7,673.00$          4,772.53$ 2,900.47$  22-1-271-4130-620-0000-00000 REPAIR TRANSP. VEHICLES 4,772.53$ LINE 9

15 7000 Other Expenses -$                  2,900.08$ (2,900.08)$ 22-1-271-7910-620-0000-00000 MISCELLANEOUS EXPENSES 2,900.08$ LINE 15

Total 7,673.00$          7,672.61$ 0.39$        Total 7,672.61$ 

Line Object Code Description MAER Reported Allowable Difference ACCOUNT DESCRIPTION YTD EXP LINE ON MAER

12 5720 Tires/Batteries 3,193.00$          1,666.89$ 1,526.11$  22-1-271-5720-620-0000-00000 TIRES TUBES AND BATTERIES 1,666.89$ LINE 12

13 5730 Vehicle Repair Parts -$                  1,526.20$ (1,526.20)$ 22-1-271-5730-620-0000-00000 VEHICLE REPAIR PARTS 1,526.20$ LINE 13

Total 3,193.00$          3,193.09$ (0.09)$       Total 3,193.09$ 



Questions? 

 

Contact Information –  

 

Email: LambertJ4@michigan.gov 

Phone: 517-335-4792 

 Fax: 517-241-7122 
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