
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 

NORTHEAST MICHIGAN COMMUNITY 
MENTAL HEALTH AUTHORITY 

 
 

CMH Compliance Examination 
 

September 30, 2018 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

STRALEY LAMP & KRAENZLEIN P.C. 



 

 

 
 

 
 
 

C O N T E N T S 
 
 Page 
 
 
INDEPENDENT ACCOUNTANT’S REPORT ON COMPLIANCE WITH 
REQUIREMENTS APPLICABLE TO MEDICAID, GF AND CMHS BLOCK GRANT 
PROGRAMS AND ON INTERNAL CONTROL OVER COMPLIANCE 
IN ACCORDANCE WITH CMH COMPLIANCE EXAMINATION GUIDELINES ISSUED 
BY THE MICHIGAN DEPARTMENT OF HEALTH AND HUMAN 
SERVICES……………. .............................................................................................................................. 1 
 
EXAMINED FSR SCHEDULE ................................................................................................................... 3 
 
EXAMINED COST SETTLEMENT SCHEDULE..................................................................................... 9 
 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS ................................................................... 14 
 
COMMENTS AND RECOMMENDATIONS ......................................................................................... .17 
 

 
 



 

- 1 - 

2106 US 23 South, PO Box 738, Alpena, MI  49707            Telephone (989) 356-4531            Facsimile (989) 356-0494            Website silcpa.com 

Philip T. Straley, CPA/PFS 
Bernard R. Lamp, CPA 
James E. Kraenzlein, CPA/ABV/CFF 
Gary C. VanMassenhove, CPA 
Mark L. Sandula, CPA 
Jeff A. Taphouse, CPA 
John D. Faulman, CPA 
Andrew R. Lamp, CPA 
Nicholas L. Cordes, CPA 
Chelsea A. Meeder, CPA 
Robert D. Ilsley 
J. Michael Kearly 
  

 

  

 
 
 
 

 
  
 

INDEPENDENT ACCOUNTANT’S REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO MEDICAID, GF AND CMHS BLOCK GRANT PROGRAMS AND ON 

INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH CMH COMPLIANCE 
EXAMINATION GUIDELINES ISSUED BY  THE MICHIGAN DEPARTMENT OF HEALTH AND 

HUMAN SERVICES 
 
 
 
 
To the Board of Directors 
Northeast Michigan Community Mental Health Authority 
 
 
Compliance 
 
We have examined the compliance of the Northeast Michigan Community Mental Health Authority (the 
“Authority”) with the specified requirements described in CMH Compliance Examination Guidelines, issued 
by the Michigan Department of Health and Human Services (“MDHHS”), that are applicable to its 
Medicaid, General Fund (“GF”) and Community Mental Health Services (“CMHS”) Block Grant Programs for 
the year ended September 30, 2018.  Compliance with these requirements is the responsibility of the Authority’s 
management.   Our responsibility is to express an opinion on the Authority’s compliance based on our 
examination.  
 
Our examination was conducted in accordance with attestation standards established by the American 
Institute of Certified Public Accountants. Those standards require that we plan and perform the 
examination to obtain reasonable assurance about whether the specified requirements described in CMH 
Compliance Examination Guidelines, that are applicable to its Medicaid, GF and CMHS Block Grant 
Programs is in accordance with the criteria, in all material respects. An examination involves performing 
procedures to obtain evidence about the specified requirements described in CMH Compliance Examination 
Guidelines, that are applicable to its Medicaid, GF and CMHS Block Grant Programs.  The nature, timing, 
and extent of the procedures selected depend on our judgment, including an assessment of the risks of 
material misstatements of the specified requirements described in CMH Compliance Examination 
Guidelines, that are applicable to its Medicaid, GF and CMHS Block Grant Programs, whether due to fraud 
or error. We believe that the evidence we obtained is sufficient and appropriate to provide a reasonable 
basis for our opinion.  Our examination does not provide a legal determination on the Authority’s 
compliance with those requirements.  
 
In our opinion, Northeast Michigan Community Mental Health Authority complied, in all material respects, 
with the specified requirements referred to above that are applicable to its Medicaid, GF and CMHS Block 
Grant Programs for the year ended September 30, 2018.  However, the results of our auditing procedures 
disclosed an instance of immaterial noncompliance with those requirements which is required to be reported 
in accordance with CMH Compliance Examination Guidelines and which is described in the accompanying 
schedule of findings and questioned costs as item 2018-001.   
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Internal Control Over Compliance  
 
The management of the Authority is responsible for establishing and maintaining effective internal 
control over compliance with the requirements of laws, regulations and programs applicable to its 
Medicaid, GF and CMHS Block Grant Programs.  In planning and performing our examination, we 
considered the Authority’s internal control over compliance with the requirements that could have a direct and 
material effect on its Medicaid, GF and CMHS Block Grant Programs in order to determine our 
examination procedures for the purpose of expressing our opinion on compliance and to test and report on 
internal control over compliance in accordance with criteria established by MDHHS, but not for the purpose 
of expressing an opinion on the effectiveness of internal control over compliance.  Accordingly, we do not 
express an opinion on the effectiveness of the Authority’s internal control over compliance.  
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent or detect and correct noncompliance with a type of compliance requirement of the 
Medicaid, GF or CMHS Block Grant programs on a timely basis.  A material weakness in internal control 
over compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such that 
there is a reasonable possibility that material noncompliance with a type of compliance requirement of the 
Medicaid, GF or CMHS Block Grant programs will not be prevented, or detected and corrected, on a timely 
basis.  A significant deficiency in internal control over compliance is a deficiency, or a combination of 
deficiencies, in internal control over compliance with a type of compliance requirement of a MDHHS contract 
that is less severe than a material weakness in internal control over compliance, yet important enough to merit 
attention by those charged with governance.  We consider the deficiency in internal control over compliance 
described in the accompanying schedule of findings and questioned costs as item 2018-001 to be a significant 
deficiency. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control that might be 
deficiencies, significant deficiencies, or material weaknesses in internal control over compliance.  We did 
not identify any deficiencies in internal control over compliance that we consider to be a material weakness, 
as defined above. 
 
Examination Schedules 
 
As required by CMH Compliance Examination Guidelines, we have prepared the accompanying Examined 
FSR Schedule and Examined Cost Settlement Schedule. 
 
Purpose of this Report 
 
This report is intended solely for the information and use of the Authority’s board of directors, management, 
and MDHHS.  This report is an integral part of our examination in accordance with these guidelines in 
considering the entity’s internal control and compliance.  Accordingly, this communication is not suitable for 
any other purpose. 
 
 
 
 
March 22, 2019
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NORTHEAST MICHIGAN COMMUNITY MENTAL HEALTH AUTHORITY 

Schedule of Findings and Questioned Costs 

For the Year Ended September 30, 2018 
 

SECTION I - SUMMARY OF ACCOUNTANT’S RESULTS  
 
Medicaid Program 
 
Type of accountant’s report issued on compliance: Unmodified 
 
Internal control over Medicaid program:  
Material weakness(es) identified?            Yes     X    No 
 
Significant deficiency(ies) identified not considered 
to be material weaknesses?      X    Yes            None reported 
 
Material noncompliance with the provisions of laws, 
regulations, or contracts noted?         Yes     X     No 
 
Known fraud identified?             Yes    X No 
 
General Fund Program 
 
Type of accountant’s report issued on compliance: Unmodified 
 
Internal control over General Fund program:  
Material weakness(es) identified?           Yes      X  No 
 
Significant deficiency(ies) identified not considered 
to be material weaknesses?             Yes     X  None reported 
 
Material noncompliance with the provisions of laws, 
regulations, or contracts noted?            Yes      X  No 
 
Known fraud identified?            Yes     X  No 
 
 
CMHS Block Grant Program 
 
Not applicable. 
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NORTHEAST MICHIGAN COMMUNITY MENTAL HEALTH AUTHORITY 

Schedule of Findings and Questioned Costs – (continued) 

For the Year Ended September 30, 2018 
 

SECTION II - CURRENT YEAR FINDINGS AND QUESTIONED COSTS  
 
Finding Number 2018-001 – Significant Deficiency in Compliance and Internal Control over 
Compliance – Appropriate Documentation on Costs and Services. 
 
Criteria:  The Medicaid subcontract between the Authority and the Northern Michigan Regional Entity 
(NMRE) along with 42 CFR 434.6(b) from the Code of Federal Regulations require that reimbursements to 
subcontractors must have appropriate supporting documentation on costs and allowable services to be 
provided. 
 
Condition:  In our original sample of subcontracts, one subcontractor was noted as being reimbursed at 
amended rates and allowable service codes that were agreed upon during the fiscal year, but the written 
contract was still in the process of being updated to reflect these changes.  Our sample was expanded for 
additional subcontractors.  Two additional subcontractors were found that had amended rates and allowable 
service codes updated during the fiscal year; however, their written contract had not yet been updated to 
reflect those changes. 
 
Examination Adjustment:  There are no examination adjustments associated with this finding. 
 
Cause:  The updated rates and allowable service codes had been agreed upon; however, the written contract 
had not been updated to reflect the changes. 
 
Effect:  The invoices submitted for payment from the subcontractors reflected the amended rates and 
allowable service codes while the contracts were still in the process of being modified for the changes. 
 
Recommendations:  We recommend when amendments to rates and allowable service codes are necessary 
that the written contracts timely reflect these changes.  This will provide the documentation required in the 
Medicaid subcontract. 
 
Views of Responsible Officials: The Authority concurs with the Auditors recommendation noted in 
Finding Number 2018-001.  This potential finding was brought to the attention of audit staff by the 
Finance Director at the beginning of audit fieldwork.  Although there was a negotiated verbal agreement 
in place for all contractors impacted by this finding, the written contracts had not been finalized.  
However, no examination adjustments were necessary as the amounts paid to contractors impacted by this 
finding were correct amounts in all occurrences.  Payment accuracy has been attested to in writing by the 
staff that were involved with contract rate negotiations including the Executive Director, Chief Operating 
Officer, Finance Director, and Quality Improvement Coordinator.  This was also verified retroactively 
with all contractors impacted by this finding.  Staff members who approved the impacted invoices 
approved them correctly as they had been verbally given the correct rates to be approved prior to invoice 
approval in anticipation of final written contracts.  
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NORTHEAST MICHIGAN COMMUNITY MENTAL HEALTH AUTHORITY 

Schedule of Findings and Questioned Costs – (continued) 
 

For the Year Ended September 30, 2018 
 

SECTION II - CURRENT YEAR FINDINGS AND QUESTIONED COSTS (continued) 
 
Planned Corrective Action: The Authority will hold payments to all sub-contractors until fully executed 
written contracts are in place.  The internal controls to facilitate this improvement have been completed 
and were put in place during March 2019. 

Responsible Party for the Corrective Action: The Executive Director, Chief Operating Officer, 
Compliance Officer, Finance Director and Quality Improvement Coordinator are responsible for the 
implementation of the planned corrective action. 

Anticipated Completion Date: March 31, 2019. 

SECTION III - EXAMINATION ADJUSTMENTS  
 
None reported. 

SECTION IV - PRIOR YEAR FINDINGS AND QUESTIONED COSTS 
 
None reported. 
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NORTHEAST MICHIGAN COMMUNITY MENTAL HEALTH AUTHORITY 
 

Comments and Recommendations  
 

For the Year Ended September 30, 2018 
 

None reported. 
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