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Certified Public Accountants
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BAKER TILLY
INTERNATIONAL

INDEPENDENT ACCOUNTANT’S REPORT
July 22, 2008

To the Board of Directors of the
Washtenaw Community Health Organization
Ypsilanti, Michigan

We have examined the Financial Status Report and Cost Settlement Schedules of the Washtenaw
Community Health Organization (WCHO), in accordance with the specified requirements described in
CMH Compliance Examination Guidelines, issued by the Michigan Department of Community Health
(“MDCH?”), that are applicable to its Medicaid and General Fund programs for the year ended
September 30, 2007. Compliance with these requirements is the responsibility of the WCHO’s
management. Our responsibility is to express an opinion on the WCHO’s compliance based on our
examination.

Our examination was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants and, accordingly, included examining, on a test basis, evidence
about the WCHQ’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our examination provides a reasonable basis
for our opinion. Our examination does not provide a legal determination on the WCHO’s compliance
with specified requirements.

In our opinion, the WCHO's Financial Status Report and Cost Settlement Schedule referred to above
complied, in all material respects, with the aforementioned requirements for the year ended September
30, 2007.

This report is intended solely for the information and use of the WCHQO’s board, management, and the
Michigan Department of Community Health and is not intended to be and should not be used by anyone

other than these specified parties.

675 Robinson Road - P.O. Box 449 - Jackson, Ml 49204 - Phone 517.787.6503 - Fax 517.788.8111 - www.rehmann.com
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INDEPENDENT ACCOUNTANT’S REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO MEDICAID AND GENERAL FUND PROGRAMS
AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH CMH COMPLIANCE EXAMINATION GUIDELINES ISSUED BY
THE MICHIGAN DEPARTMENT OF COMMUNITY HEALTH

July 22, 2008

To the Board of Directors of the
Washtenaw Community Health Organization
Monroe, Michigan

Compliance

We have examined the compliance of the Washtenaw Community Health Organization (WCHO) with
the specified requirements described in CMH Compliance Examination Guidelines, issued by the
Michigan Department of Community Health (MDCH), that are applicable to its Medicaid and General
Fund programs for the year ended September 30, 2007. Compliance with these requirements is the
responsibility of the WCHO’s management. Our responsibility is to express an opinion on the WCHO’s
compliance based on our examination.

Our examination was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants and, accordingly, included examining, on a test basis, evidence
supporting the WCHQO’s compliance with specified requirements based on specified criteria established
by MDCH and performing such other procedures as we considered necessary in the circumstances. We
believe that our examination provides a reasonable basis for our opinion. Our examination does not
provide a legal determination on the WCHOQO’s compliance with those requirements.

In our opinion, the WCHO complied, in all material respects, with the specified requirements referred to
above that are applicable to its Medicaid and General Fund programs for the year ended September 30,
2007. However, our procedures disclosed immaterial instances of noncompliance with the specified
requirements referred to above that are applicable to its Medicaid and General Fund programs for the
year ended September 30, 2007, which are required to be reported in accordance with CMH Compliance
Examination Guidelines and described in the accompanying schedule of findings and questioned costs as
items 2007-1 and 2007-2.

675 Robinson Road - P.O. Box 449 - Jackson, Ml 49204 - Phone 517.787.6503 - Fax 517.788.8111 - www.rehmann.com
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Internal Control Over Compliance

The management of the WCHO is responsible for establishing and maintaining effective internal control
over compliance with the requirements of laws, regulations, and contracts applicable to its Medicaid and
General Fund programs. In planning and performing our examination, we considered the WCHO’s
internal control over compliance with the requirements that could have a direct and material effect on its
Medicaid and General Fund programs in order to determine our examination procedures for the purpose
of expressing our opinion on compliance, 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 WCHO’s internal control over compliance.

A control deficiency in an entity’s internal control over compliance exists when the design or operation
of a control does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of the Medicaid or
General Fund programs on a timely basis. A significant deficiency is a control deficiency, or
combination of control deficiencies, that adversely affects the entity’s ability to administer the Medicaid
or General Fund programs such that there is more than a remote likelihood that noncompliance with a
type of compliance requirement of the Medicaid or General Fund programs that is more than
inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of the
Medicaid or General Fund programs will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in the WCHQO'’s internal
control that might be significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses, as described
above.

This report is intended solely for the information and use of the WCHO’s board, management, and the
Michigan Department of Community Health and is not intended to be and should not be used by anyone

other than these specified parties.



Washtenaw Community Health Organization

EXAMINED FSR SCHEDULE
FYE 9/30/2007

REPORTED EXAMINATION ADJUSTED
REVENUES ADJUSTMENTS TOTALS
A. REVENUES NOT OTHERWISE REPORTED $4,771,145 $0 $4,771,145
C. EARNED CONTRACTS (Non DCH) TOTAL $1,086 $0 $1,086
1 CMH to CMH $1,086 $0 $1,086
2 Other $0 $0 $0
3 Medicaid Managed Care - CMHSP Affiliate $0 $0 $0
3a Medicaid Managed Care - CMHSP Affiliate FY06 Savings Carryforward $0 $0 $0
D. MI CHILD - MENTAL HEALTH $22,028 $0 $22,028
D.1 |ADULT BENEFITS WAIVER $694,977 $0 $694,977
E. LOCAL FUNDING TOTAL $2,849,847 $0 $2,849,847
1 Special Fund Account (226(a)) $42,134 $0 $42,134
2 Title XX Replacement $19,065 $0 $19,065
3 All Other $1,900,816 $0 $1,900,816
4 Affiliate Local Contribution to State Medicaid Match Provided from CMHSP $887,832 $0 $887,832
F. RESERVE BALANCES - PLANNED FOR USE $111,253 $0 $111,253
1 GF Carryforward-Sec. 226(2)(b)( c) $111,253 $0 $111,253
2 Medicaid Savings $0 $0 $0
3 Internal Service Fund - Abatement $0 $0 $0
4 Internal Service Fund - Risk Corridor $0 $0 $0
5 Other (205(4)(h)) - Reserves - Vested Employee Benefit / Depreciation $0 $0 $0
6 Stop/Loss Ins. $0 $0 $0
G. DCH EARNED CONTRACTS TOTAL $1,059,455 $0 $1,059,455
1 PASARR $477,365 $0 $477,365
2 Block Grant for CMH Services $413,215 $0 $413,215
3 DD Council Grants $0 $0 $0
4 PATH/Homeless $168,875 $0 $168,875
5 Prevention $0 $0 $0
6 Aging $0 $0 $0
7 HUD Shelter Plus Care $0 $0 $0
8 Other DCH Earned Contracts $0 $0 $0
H. GROSS MEDICAID TOTAL $84,289,325 $0 $84,289,325
1 Medicaid Specialty Managed Care $83,659,877 $0 $83,659,877
2 Medicaid - Children's Waiver Total $629,448 $0 $629,448
. REIMBURSEMENTS TOTAL $133,756 $0 $133,756
1 1st and 3rd Party $133,756 $0 $133,756
2 SSI $0 $0 $0
J. STATE GENERAL FUNDS TOTAL $9,269,096 $0 $9,269,096
1 CMH Operations $7,012,113 $0 $7,012,113
2 Categorical Funding $10,160 $0 $10,160
3 State Services Base $2,246,823 $0 $2,246,823
K. GRAND TOTAL REVENUES $103,201,968 $0 $103,201,968
L. Estimated MDCH Obligation including Federal Medicaid $94,275,426 $0 $94,275,426

(D+D1+H+J)




Washtenaw Community Health Organization

EXAMINED FSR SCHEDULE
FYE 9/30/2007

REPORTED EXAMINATION ADJUSTED
EXPENDITURES ADJUSTMENTS TOTALS
A. |GROSS TOTAL EXPENDITURES $103,123,296 $0 $103,123,296
B. |EXPENDITURES NOT OTHERWISE REPORTED $3,476,916 $0 $3,476,916
D. |[EARNED CONTRACTS (NON DCH) TOTAL $1,086 $0 $1,086
1 CMH to CMH $1,086 $0 $1,086
2 Other Earned Contracts $0 $0 $0
3 Medicaid Managed Care - Affiliate $0 $0 $0
F. LOCAL TOTAL $2,060,902 $0 $2,060,902
1 Local Cost for State Provided Services $483,122 $0 $483,122
2 Other Not Used As Local Match $0 $0 $0
3 Affiliate Local Contribution to State Medicaid Match Provided to PIHP $887,832 $0 $887,832
4 PIHP Contribution to State Medicaid Match Provided to DCH $689,948 $0 $689,948
5 Prior Year Carry-Forward (Local Match for CF of General Funds) $0 $0 $0
G. |EXPENDITURES FROM RESERVE BALANCES $111,253 $0 $111,253
1 GF Carryforward - Sec. 226(2)(b)(c) $111,253 $0 $111,253
2 Medicaid Savings $0 $0 $0
H. |MDCH EARNED CONTRACTS TOTAL $1,059,455 $0 $1,059,455
1 PASARR $477,365 $0 $477,365
2 Block Grant for CMH Services $413,215 $0 $413,215
3 DD Council Grants $0 $0 $0
4 PATH/Homeless $168,875 $0 $168,875
5 Prevention $0 $0 $0
6 Aging $0 $0 $0
7 HUD Shelter Plus Care $0 $0 $0
8 Other DCH Earned Contracts MDCH Housing Assistance $0 $0 $0
1. MATCHABLE SERVICES (A minus B through H) $96,413,684 $0 $96,413,684
J. PAYMENTS TO MDCH FOR STATE SERVICES $2,430,142 $0 $2,430,142
K. |SPECIALTY MANAGED CARE SERVICES TOTAL $84,349,390 $0 $84,349,390
1 100% MDCH Matchable Services $79,329,701 $0 $79,329,701
2 All SSI and Other Reimbursements $133,756 $0 $133,756
3 Net MDCh Share for 100% Services (K.1 - K.2) $79,195,945 $0 $79,195,945
4 QAAP Expenditures $5,019,689 $0 $5,019,689
5 Total MDCH (K.3 + K.4) $84,215,634 $0 $84,215,634
L. GF CATEGORICAL AND FORMULA SERVICES TOTAL $7,922,406 $0 $7,922,406
1 100% MDCH Matchable Services $3,120,020 $0 $3,120,020
2 All SSI and Other Reimbursements $0 $0 $0
3 Net GF and Formula for 100% Services (L1 -L2) $3,120,020 $0 $3,120,020
4 90/10 Matchable Services $4,802,386 $0 $4,802,386
5 Reimbursements $377,994 $0 $377,994
6 10% Local Match Funds $442,439 $0 $442,439
7 Net GF and Formula for 90/10 Services (L4 - L5 - L6) $3,981,953 $0 $3,981,953
8 Total MDCH GF and Formula (L3 + L7) $7,101,973 $0 $7,101,973
L.a [MIChild Mental Health $57,208 $0 $57,208
1 MIChild Mental Health - Capitation - Medicaid only $22,028 $0 $22,028
2 MIChild Mental Health - MDCH GF Operations Base 30.53% of total min $35,180 $0 $35,180
L.b [Adult Benefits Waiver $791,541 $0 $791,541
1 ABW - Capitation - Medicaid and State Match $791,541 $0 $791,541
2 ABW - MDCH GF Operations Base $0 $0 $0
M. [CHILDREN'S WAIVER - TOTAL $862,997 $0 $862,997
1 Medicaid $629,448 $0 $629,448
2 Other Reimbursements $0 $0 $0
3 MDCH GF Operations Base $233,549 $0 $233,549
O. |TOTAL LOCAL FUNDS (F + L6) $2,503,341 $0 $2,503,341
P. |TOTAL MDCH SHARE OF EXPENDITURES (J + K5 + L8 + La + Lb + M1+M3) $95,459,495 $0 $95,459,495
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WASHTENAW COMMUNITY HEALTH ORGANIZATION
Schedule of Findings and Questioned Costs

For the Year Ended September 30, 2007

SECTION I - SUMMARY OF ACCOUNTANTS’ RESULTS

Medicaid Program

Type of accountants’ report issued on compliance: Unqualified
Internal control over Medicaid program:
Material weakness(es) identified? yes X no
Significant deficiency(s) 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

General Fund Program

Type of accountants’ report issued on compliance: Unqualified
Internal control over General Fund program:
Material weakness(es) identified? yes X no
Significant deficiency(s) 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

SECTION Il - FINDINGS AND QUESTIONED COSTS
2007-1 Support for allocation of Payroll Expenditures — Immaterial Noncompliance

During the course of the Single audit it came to our attention that salaries for employee
working on multiple federal and nonfederal cost objectives were being charged to the
Medical Assistance Program based on budgeted rather than actual hours spent on that
program. This situation, which was significant to the specific federal program, also has a
trickle down affect on the Medicaid and General Fund programs as the remainder of the
salaries referred to above should have been allocated to these two programs. However,
due to the much larger size of the Medicaid and General Fund programs, we do not
believe the affect of these allocated salaries to be significant.
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WASHTENAW COMMUNITY HEALTH ORGANIZATION

Schedule of Findings and Questioned Costs (Concluded)

For the Year Ended September 30, 2007

SECTION Il - FINDINGS AND QUESTIONED COSTS (CONCLUDED)

2007-2

Inadequate Approval for Use of Consumer Funds — Immaterial Noncompliance

The MDCH has interpreted the compliance examination guidelines that refer to
consumer funds to include consumer funds held by providers. The WCHO performs site
visits for all providers in the affiliation. These visits include counts and reconciliations of
all consumer funds held by the provider. During our audit procedures, we selected one
consumer from eight providers and obtained the activity logs of the consumer’s accounts.
We noted that two of the eight consumers tested did not have any signatures
documenting the approval of fund withdrawals during the time period tested. While one
of these consumers tested did fall under WCHO’s jurisdiction, the other was located at a
provider under Lenawee Community Mental Health Authority’s jurisdiction.

SECTION Il - EXAMINATION ADJUSTMENTS

None.

R e S e
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