Attachment F

Indiana Mental Health Funds Recovery Program
Claiming Methodology
Introduction

The Indiana Mental Health Funds Recovery Program Methodology describes a proposed approach in calculating the actual, allowable, Federal reimbursement amount for administrative functions performed by Agencies  participating in the Indiana Mental Health Funds Recovery Program. Costs associated with seeking reimbursement for administrative activities incurred in support of the State Medicaid Program must follow OMB A-87 or OMB A-122 guidelines as outlined in 45 CFR Subtitle A 95 (depending on whether  agency is a public agency or a private not-for-profit institution). The methodology being described in this document is consistent with OMB A-87 and OMB A-122 principles and standards for determining the allowable costs incurred under Federal awards. The following approach and methodology is intended to provide a general understanding of the basic claiming principles and flow of the methodology. It is not intended to include all of the individual, detailed work activities required to perform the claim calculation.

Overview  
The claiming methodology addresses 19 different principle factors. They include:

· Periodicity
The participating agencies will submit a consolidated quarterly claim for approved Medicaid 

Administrative functions. The Contractor must submit the Mental Health Funds Recovery claims by the following due dates:

Quarter
Submission Date

April – June 2013

October 15

July – September 2013

January 15

October – December 2013

April 15

January – March 2014

July 15

April – June 2014

October 15

July – September 2014

January 15

October – December 2014

April 15

January – March 2015

July 15

April – June 2015

October 15

July – September 2015

January 15

October – December 2015

April 15

January – March 2016

July 15

April – June 2016

October 17
July – September 2016

January 16
October – December 2016

April 17
January – March 2017

July 17
A five percent (5%) withhold will be applied to Contractor invoices.  In order to receive withheld funds, claims must be received by the due dates above. 

· Financial Data Source
The financial data (e.g., salaries, benefits, supplies, etc.) used to calculate the claims are based upon actual detailed expenditures obtained directly from the participating agency’s financial accounting system. Actual expenditure information is gathered and reported at the agency level. The financial accounting system is based upon generally accepted accounting standards and is certified by an independent professional services firm.

· Time Study
A time allocation methodology (time study) is applied to determine the appropriate distribution of time dedicated to administrative activities during the claim quarter. The time study is conducted for a seven-day period (Monday-Sunday) on a quarterly basis. An independent professional services firm randomly selects the actual time study week. The time study captures information that clearly distinguishes between allowable administrative activities/costs from non-allowable administrative activities/costs. The time study codes are included in Attachment E. Additionally, the time study methodology provides the distinction of whether or not a Skilled Professional Medical Personnel (SPMP) requires his/her specialized medical knowledge and training to perform an activity.

The time study conducted for each quarter is administered to a statistically valid sample of randomly selected  agency personnel who have been identified as performing administrative activities on behalf of the  agency. The Stratified Random Sampling methodology utilized ensures that results expressed meet a minimum of a 95% confidence level with +/-5% precision level.

· Cost Pool Categories
Cost pool categories have been identified which groups of  agency personnel of like title or function fit into a single cost category. For example, Occupational Therapists and Physical Therapists are grouped in the same cost pool category of Therapists. The cost pools include those categories of  agency personnel who typically perform allowable administrative functions as a matter of their assigned job role/duties. The categories are administrators, case coordinators, intake specialists, nurses, physicians, psychologists, program specialists, social workers-BS, social workers-MSW, support services personnel, targeted case managers, therapists, and unit directors.

· Offsetting Federally Funded Revenues
As the Indiana Mental Health Funds Recovery Program represents claims for Federal reimbursement, any Federal revenues (Federal and State flow-through funds) related to allowable administrative functions and positions are not included in the claim in order to avoid duplicate claiming for federally funded positions and expenses. Only Local and State funds are included in the claim calculation. The federal funds that are offset in the claim calculation are documented on the detailed expenditure schedules and certified by the  agency.

· Collection of Financial Expenditure Data
Financial reporting schedules/worksheets and financial reporting guides are distributed to the participating agencies to facilitate collection of their quarterly expenditures. As well, detailed financial reporting training is conducted to ensure accurate reporting of financial expenditure information.

The financial reporting training and distributed schedules and guides are designed to accomplish the following objectives:

1. Follow the Medicaid principles of allowable administrative claim reimbursement.

2. Aggregate expenditure data in a format that facilitates the application of the base time study results.

3. Ensure accuracy of reported financial information.

4. Allow flexibility to permit  agencies to pursue Medicaid reimbursement for all personnel performing allowable administrative activities in support of the “proper and efficient” operation of Indiana State Medicaid Plan.

· Financial Data and Claim Certification
The accuracy of the financial expenditure information that is submitted by the participating  agency is certified at the  agency level. In addition, the public agency  certifies that the public agency has sufficient state and local funds available to match the Federal component of the agency’s expenditure contribution to the quarterly claim. The certification will be documented on the Quarterly Claim Certification form. Supporting documentation will be maintained for audit or future references.

· Allocation of Salaries and Benefits of Direct Personnel and Contracted (Direct) Personnel Expenditures  
Actual salaries and benefits of the personnel identified for participation in the time study sample pool (for each claiming period) are obtained from the participating  agency’s financial accounting system. State and Local expenditures related to performance of allowable administrative activities by contract personnel are also obtained from the agencies financial accounting systems. The expenditures associated with administrative activities in support of the proper and efficient operation of the Indiana Medicaid Plan, determined by the quarterly time study results, are allocated to the Indiana Mental Health Funds Recovery Claim. 

· Allocation of Salaries and Benefits of the Direct Support Personnel
Actual salaries and benefits of the direct support personnel (for claiming quarter) are obtained directly from the agency’s financial accounting system. Direct Support Personnel are defined as staff that are in direct support of and have an identified direct reporting relationship to  agency personnel performing allowable activities.

Salaries and benefits of the direct support personnel are allocated to the claim based upon: 
· the ratio of time dedicated to the support of the staff performing allowable administrative activities, and

· the ratio of time dedicated to the performance of Medicaid administrative activities, as derived from the time study results conducted during the claim quarter.

The personnel identified as Direct Support Personnel have a documented direct reporting and supporting relationship to the direct Medicaid administrative personnel. Documentation is maintained in file and available for review.

· Material and Supply Costs
Material and supply costs related to the agencies’ administrative personnel are included in the claim, based on actual expenditures obtained from the participating agency by cost pool category. Material and supply costs are allocated to the claim based on the ratio of time spent by the direct personnel on allowable administrative activities, as derived from the time study for the claim quarter. The reported material and supply expenditures (costs) do not include costs identified as indirect costs as defined in OMB A-87 or OMB A-122 (as applicable). Examples of indirect costs would include costs such as central business office operations, general building maintenance and repair costs, and medical records supplies. 

· Sampling Methodology for Determining Medicaid Eligibility Rate
For many of the administrative activities performed by  agency personnel, the costs associated with these activities must be adjusted by the  agency’s Medicaid Eligibility Rate. This adjustment factor or “reduction” reflects the nature of the activity and the targeted population to which the effort is directed. For example, arranging for transportation services for a Medicaid client to access Medicaid services is only allowable to the extent that the activity is directed towards arranging for transportation services for a Medicaid enrolled client to access Medicaid covered services. The costs of these activities are claimable as administrative costs, but “reduced’ by the Medicaid percentage.

In other words, the participating agency’s Medicaid Eligibility Rate is applied where indicated to the  agency’s gross expenditures by cost pool category by activity code to adjust for those activities that are allowable to be claimed as Medicaid administrative costs. Medicaid Eligibility Rates are calculated and applied at the  agency level.

· Identification of “Reduced “ and “Non-Reduced” Administrative Activities
As mentioned above, the costs associated with some of the administrative activities must be “reduced” by the Medicaid Eligibility Rate for the  agency, while other activities do not require application of a “reduction” or Medicaid Eligibility Rate. Administrative activities can be categorized into two categories:

· Category 1 activities which apply to the  agency’s entire client population to encourage certain outcomes and do not need to be “reduced” by the Medicaid Eligibility Rate or percentage. For example, “Medicaid Outreach” does not require a Medicaid reduction.

· Category 2 activities that require a Medicaid percentage “reduction” due to the nature and specificity of the allowable administrative activities. For example, “Referral, Coordination, and Monitoring of Medicaid Services” requires application of a Medicaid “reduction” factor to isolate activities specific to Medicaid eligible clients.

The specific categories of administrative activities will be documented and included in the claim calculation worksheets/tables.

· Identification of Enhanced/Un-enhanced Medicaid Administrative Activities
Consistent with 42 CFS 432.50, enhanced Federal Financial Participation (F1-P) rates are available for administrative activities performed by Skilled Professional Medical Personnel (SPMPs) and direct support personnel if certain professional education, training and supervision requirements are met and if the skilled medical professionals require their medical knowledge and skills to perform certain administrative activities.

Cost pool categories classified as SPMP categories include:

· Nurse

· Masters of Social Work

· Physician

· Psychologist

· Therapist

As mentioned above, the costs associated with some of the allowable administrative activities may be reimbursed at an enhanced FFP rate if requirement of the skilled medical knowledge is substantiated and documented. The sampled time study providers meeting SPMP requirements and classified on an SPMP eligible cost pool category must document the use of their SPMP knowledge when performing activities eligible for enhanced FFP in order to claim costs at the enhanced rate. The requirement of the use of SPMP skills in performing an eligible administrative activity is accounted for and documented in the time study results and with Personal Activity Logs.
· Allocation of Time Study Results
The time study references made in the claim methodology focus only on the final results of the time study and how the results are incorporated into the claim calculation, and not on how the time study is administered.

The quarterly time study arrays and allocates the percentage of time each cost pool category spends on various activities. The time study results also differentiate applicable FFP rates (enhanced vs. un-enhanced) for the SPMP cost pool categories. These percentages will vary slightly from quarter to quarter. The quarterly time study percentage distributions are used to calculate the respective quarter’s claim.

As stated above, there are two categories of Medicaid administrative activities: category 1 activities which do not require a Medicaid rate “reduction” and Category 2 activities which require application of a Medicaid rate “reduction”. Since the time study captures additional activities which account for time that is not related to Medicaid and accordingly, cannot be included in the claim calculation, a third activity category has been identified. Category 3 includes those activities, which are “unallowable” for the claim but account for the balance of the time study participant’s time. Examples of Category 3 activities include “Direct Medical Services and Other State Medicaid Program Services” and “Non-Medical and Non-Medical Related , Educational, or Social Services”. Direct and indirect costs associated with the performance of Category 3 activities (unallowable) are offset from the claim through the application of the time study base results and removal of costs associated with these activities.

It is important to capture an individual’s entire workday to ensure there is documentation of both reimbursable activities and non-reimbursable activities performed during the day. By capturing the entire workday, the integrity of the data being reported is maintained and the validity of the results ensured.
· Application of Time Study Activity Percentages to Cost Pool Expenses
The percentage of time for each activity as determined by the time study results is applied to each cost pool expense category. Simply stated, the expenses associated with each cost pool category are multiplied by the individual time study activity percentages.

This step in the claim calculation provides the initial allocation of gross expenditure dollars to activities performed by a cost pool category. The results of this initial calculation are used as the basis for the subsequent claim calculations.
· Activity Adjustments
Within each cost pool category, certain adjustments must be made to the activity expenses. For example, the expenses associated with an activity that has been identified as requiring a Medicaid Eligibility Rate “reduction”, must be adjusted by the Medicaid Eligibility Rate. Likewise, some activities are unallowable and an adjustment must be made to exclude these expenses completely from the cost pool expense total.
· Claim Summary
The claim is summarized in the claim schedules by cost pool and aggregated into a single claim for all cost pools. The participating  agency’s claims are then summed to one total claim and submitted to the Division of Mental Health. The totaled claim represents the Federal reimbursement due to the administrative/fiscal agent on behalf of the participating agencies for the claiming quarter.
Note: The certification of availability of state match occurs at the  agency or state level depending on whether the  agency is a public agency or private not-for-profit entity.
· Retention of Supporting Documentation
All financial records, calculations, and supporting data associated with the quarterly Indiana Mental Health Funds Recovery Program will be maintained according to the Office of Medicaid retention requirements.

EXAMPLE OF CLAIM CALCULATION

(Data depicted does not represent actual claim code structure or actual VC data and is solely meant to be illustrative of the claim construct and methodology)

We have included this section of the proposed Indiana Mental Health Funds Recovery Program claim methodology a brief example of the steps and adjustments/calculations that will be made in “building” the allowable administrative claim for the participating agencies. For purposes of the example, we include only three representative time study activities for one cost pool category, which potentially allows the enhanced FFP rate depending upon the activity. The data, such as the activity code, time study percentages, expenditures/costs, Medicaid rate, etc. do not reflect actual data. The data has been created to illustrate the flow and calculation of the claim.

1. Determine the Characteristics of the Time Study Activity Codes:  As part of the claim methodology, each time study activity has been identified in terms of its “allow ability” in the actual claim calculation, application of a Medicaid eligibility rate, and its application of the FFP rate. For the three activity codes in our example, we have assigned, for illustrative purposes only, the following activity attributes or characteristics:

Activity A:  Allowable, No Medicaid “reduction” applied, Enhanced FFP rate not allowed

Activity B:  Allowable, Medicaid “reduction” applied, Enhanced SPMP FFP rate allowed if activity requires the medical knowledge and experience of a SPMP.

Activity C:  Not allowable for the claim calculation
2. Accumulate Expenditure Data:  Expenditure data is gathered for each of the cost pools. Included in the schedule are salaries, employee benefits, materials and supplies, and other allowable expenditures associated with the cost pool category. The cost pool expenditures also include the direct support personnel (DSP) expenditures. The Federal revenues associated with the cost pool category are deducted from the cost pool expenditure subtotal.
Note:  We will use the Nursing Cost Pool Category as our example throughout.

3. Allocate Time Study Percentages by Activity:  The time study results are arrayed by activity for each cost pool. One unit represents a fifteen-minute increment of time for one time study participant. Additionally, general and administrative time is allocated to all other time study activities based on the percentage of each activity time study results to total time study results, net of general administrative time.

Nursing Cost Pool Category

Time Study         Time Study      Spread of          Total            Time Study              Administrative

Activity                Units                  Gen. Admin      Units            Percentage               Percentage
A                            19                       4                          23                   1.6%                         1.6%

B                            72                       16                        88                   6.1%                         6.1%

C                            1090                  239                      1329              92.3%                      

Gen. Admin        259

Total                   1440                 259                      1440             100.0%                   7.6%
4. Apply Time Study Percentage Results to Cost Pool Expenses:  The percentage of time distribution for each activity is multiplied by the total quarterly expenses assigned to the cost pool. This step provides the initial dollar distribution foundation to which other claim calculations are applied. Note, in this example the expenditures are net of Federal revenues.
Nursing Cost Pool Category

Total Cost Pool Expenses: $24,500

Time Study
Time Study
     Allocated 

Activity
Percentage
     Expenses
A 



         1.6%


     $392

B



         6.1%                                                   $1,495

C                                                              92.3%                                                  $22,613

Total                                                     100.0%                                               $24,500
5. Apply Time Study Activity Adjustments for Medicaid Rate and FFP Rates:  Depending upon the activity, the cost pool dollars for each activity are reduced by the estimated Medicaid eligibility rate, if a “reduction” must be applied, and the appropriate FFP rate (i.e., 50 % administrative rate or 75% enhanced rate for SPMPs who needed their medical expertise to perform the Medicaid administrative activity). For illustrative purposes, we use a 30% Medicaid rate for the activities that require a “reduction”.
Nursing Cost Pool Category
Total Cost Pool Expenses: $24,500

Medicaid Eligibility Rate: 30 %
Time Study        Activity Gross        Medicaid Eligibility      Subtotal     FFP Rate     Direct

Activity
 Expenses
Rate Applied
Applied       Claim


        A                           $392                          100%                               $392            50%              $196

        B                           $1,495                       30%                                  $449            75%             $336

        C                            $22,613                    Activity expenses not allowed in claim calculation.

        Total                    $24,500                                                                $841                                  $532

AGENCY PERSONNEL WHO PERFORM MEDICAID ADMINISTRATIVE ACTIVITIES

TIME STUDY PARTICIPANTS- COST POOL CATEGORIES

CMHCs (Community Mental Health Centers)
Category                                                                             FFP Rate
Administrator
   50%

Case Coordinator                                     
   50%

Case Manager
   50%

Intake Specialist
   50%

Medical Doctor           
   50/75%

Nurse
   50/75%

Psychologist
   50/75%

Program Specialist
   50%

Social Worker
   50%

Social Worker-MSW
   50/75%

Support Services Personnel
   50%

Therapist
   50/75%

Unit Director    
   50%

Substance Abuse/Child Welfare Agencies            
Category                                                                                FFP Rate
Administrator                                                                     50%

Case Coordinator
    50%

Case Manager
    50%

Intake Specialist
    50%

Medical Doctor
    50%

Nurse
    50%

Psychologist
    50%

Program Specialist
    50%

Social Worker
    50%

Social Worker-MSW
    50%

Support Services Personnel
    50%

Therapist
    50%

Unit Director
    50%

Application of the 50% FFP rate or the enhanced 75% FFP rate is dependent upon the activity performed and whether the knowledge and skills of the SPMP are required.
