
5000 Hakes Drive, Norton Shores MI 49441 
Phone: 231-769-2050 

 Fax: 231-269-2071 

Board of Directors Work Session Agenda 
May 28, 2025, 11:00 AM 

GVSU Muskegon Innovation Hub 
200 Viridian Dr, Muskegon, MI 49440 

1. Welcome and Opening Comments – Ms. Gardner
2. Public Comment
3. Finance Module 3 Presentation
4. Public Comment
5. Adjourn



Finance Training - Board Module 3

Financial Reporting
May 28, 2025

Maxine Coleman, Accounting Coordinator
Kenyetta Brewer, Financial Analyst



Financial Reporting Overview

• LRE Board Financial Reports

• Financial Status Reports (FSR)
• Medicaid 

• Grants

• Budgeting Process

• Encounter Quality Initiative (EQI)

• Medical Loss Ratio (MLR)



LRE Board Financial Reports

• Chief Financial Officer Report 

• Statement of Activities

• Legal Expense Report

• Cash Disbursements

• Combined Monthly FSR

• Budget 



Chief Financial Officer Report

• Summarizes financial activity

• Regional (LRE, CMHSP)
• Revenue Projections
• Eligibility Trends by 

Population
• Spending Plans/Budgets
• Cash Flow Issues
• Grants

• Statewide updates
• Revenue (i.e. Rate Setting, 

Grants)
• Contract 
• Combined PIHP CFO work

• Federal



Statement of Activities
• Used to monitor the region’s budgeted 

activities
• Operating Revenues

• Budget – last approved budget by the LRE 
board

• Budget to Date – ideal target for the 
reporting period

• Actual – amounts received through the 
report “As of Date”

• Actual to Budget Variance – “Actual” minus 
“Budget to Date”, indicating variances in 
meeting target

• Expenditures
• Budget – last approved budget by the LRE 

board
• Budget to Date – ideal target for the 

reporting period
• Actual – amounts paid out through the 

report “As of Date”
• Actual to Budget Variance – “Actual” minus 

“Budget to Date”, indicating variances in 
meeting target

• Total Change in Net Assets
• Shows overall surplus or (deficit) in 

operating revenues received through the 
report “As of Date”

• Footnotes - Disclaimers



Statement of Activities cont’d
Budget to Actual Variance Report

Notes of explanation regarding significant variances from the target (“Budget to Date”)



Legal Expense Report
• Main Categories of legal expenses paid by the LRE since FY2022

• ISF Lapse Litigation
• Bylaws/Operating Agreement
• CCBHC Support
• Healthwest Litigation
• Managed Care/MDHHS Contract
• Network 180 Litigation
• General/Other



Cash Disbursements
• Summary of all payments made by the LRE during the referenced month.

• CMHSP Payments

• SUD Prevention Related Expenses (managed by the LRE) – includes vendors, providers, etc.

• SUD Public Act 2 (PA2)

• Administrative Expenses

• Local Match Payment

• Hospital Reimbursement Adjuster (HRA)

• Michigan IPA Tax - Quarterly

* Percentage of disbursements paid:

 To Members (CMHSPs) 
 For SUD Prevention Services
Affirmation stating disbursements are for amounts previously appropriated. 



• MDHHS Medicaid FSR Bundle
• CMHSPs and PIHPs required to complete FSR 

bundles throughout the year
• All reports cover the same October – September period

• Includes revenue and expenses for all fund sources
• Shows surplus or deficit

• MDHHS Grant FSR
• FSR required for MDHHS reimbursements 
• Due monthly or quarterly

• Non-MDHHS Direct Grant FSR
• Federal grant drawdown requested, when needed

• LRE Combined Monthly FSR

Financial Status Reports (FSR)



MDHHS Medicaid FSR Bundle 



MDHHS Grant FSR



LRE Combined Monthly FSR
• Regional revenue and expense monitoring for Medicaid program 

services. Utilized to identify financial trends and potential 
budgetary concerns.

• 5 CMHSP reports, LRE Administration - combined into one
• Actual – Medicaid funding received (“Total Distributed Medicaid/HMP Revenue”) through 

the “Reporting Date” compared to Medicaid payments made (“Total Capitated Expense”)
• Actual Surplus/(Deficit) – Medicaid received minus Medicaid expenses paid

• Explanations required for a surplus of 5% or a deficit of 1%

• Projection – Annual Medicaid revenue projected (“Total Projected Medicaid/HMP 
Revenue”) compared to projected expenses for the year (“Total Capitated Expense 
Projections”)

• Projected Surplus/(Deficit) – Annual revenue projected minus expenses projected for 
the year

• Explanations required for a surplus of 5% or a deficit of 1%

• Spending Plan – Medicaid revenue budgeted (“Total Budgeted Medicaid/HMP Revenue”) 
compared to budgeted expenses (“Total Budgeted Capitated Expense”)
• Actual Surplus/(Deficit)
• Explanations required for a surplus of 5% or a deficit of 1%



LRE Combined Monthly FSR cont’d



LRE Combined Monthly FSR cont’d
Certified Community Behavioral Health Clinic (CCBHC) services

Regional revenue and expense monitoring.  Actual, Projection, and Spending Plan

5 CMHSP reports, plus LRE Administration - combined into one



Budgeting Process
• Annual budget must be presented to the LRE 

Board of Directors for approval prior to the 
beginning of the fiscal year.

• Per Michigan legislation a public hearing on 
our proposed budget is required.
• Notice of the hearing shall be by publication in 

newspapers of general circulation within our local area 
at least six (6) days before the hearing.

• Must include time and place of the hearing and state 
the place where a copy of the budget is available for 
public inspection.

• Amendments to the budget must be prepared and 
presented to the Board for approval prior to 
expenditures being made and prior to year-end.



Budget
• Regional Operating Revenues

• Prior Budget compared to Current Proposal
• Net Increase/(Decrease) with Percentage Change

• Regional Operating Expenses
• Prior Budget compared to Current Proposal
• Net Increase/(Decrease) with Percentage Change



Encounter Quality Initiative (EQI)
• State-mandated report that includes service cost and 

utilization data by code and fund source
• Service code and modifier

• Direct-Run and Contracted service costs

• Fee-for-Service and Non-Fee-for-Service (optional)

• CMHSPs and PIHPs complete EQI reports 3 times per year

• Should tie-out to other year-end reports, including the 
Medicaid FSR bundle

• EQI data and other factors impact capitation rates

• Working with CMHs to improve accuracy and timeliness of 
reporting



Medical Loss Ratio (MLR) Report
• In general, the MLR calculation is defined as the sum of incurred claims and quality 

improvement expenses divided by premium revenue that is reduced by taxes and 
regulatory fees. Additionally, a credibility adjustment is applied to this formula to 
account for random statistical variations related to the number of enrollees in a PIHP.

• All Medicaid managed care programs must calculate and report a MLR in accordance 
with 42 CFR 438.8, medical loss ratio standards.

• The MLR for PIHPs, as calculated and reported, must be used in the development of 
actuarially sound capitation rates.
o Used to assess whether capitation rates are appropriately set by generally illustrating how these 

funds are spent on claims and quality improvement activities as compared to administrative 
expenses, demonstrating that adequate amounts under the capitation payments are spent on 
services for enrollees.

• Per the Centers for Medicare & Medicaid Services (CMS), MLR reporting standards 
result in responsible fiscal stewardship of total Medicaid expenditures, ensuring that 
states have insight and understanding into how capitation payments made for 
enrollees in managed care programs are being expended.

• States are not required to collect capitation rate refunds when PIHP MLRs are below a 
minimum requirement.  States are given flexibility to determine the minimum MLR 
requirement, as long as the minimum MLR percentage is at least as high as the CMS 
guidelines of 85%. Contract between MDHHS and the PIHPs does not include a 
remittance amount for the SFY 2024 contract if the MLR is below 85%.



Medical Loss Ratio (MLR) Report cont’d



Financial Audits

• Financial status view at a point in time

• Series of procedures followed to test selected 
financial transactions and internal controls 

• Provides opinion on fairness of presentation of 
financial statement 

• Certified Public Accountant (CPA) uses established 
basis for judging how effectively records were kept 
and the degree of reliance that can be placed on 
internal controls

• Financial Audit Reports are due to the Michigan 
Department of Treasury six months after fiscal year 
end



Compliance Examination

• Conducted annually by external CPA firms

• Measures compliance with contractual requirements 
(FSR reporting, regulations, policies, etc.)
• Schedule of Findings (i.e. control deficiencies, noncompliance 

with contract provisions, required FSR corrections, etc.) 

• Required in MDHHS Medicaid Contracts with PIHPs and 
CMHSPs

• Auditors must follow published Compliance Examination 
Guidelines

• Compliance Examinations are due to MDHHS June 30
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