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

 Fax: 231-269-2071 

Meeting Agenda 
BOARD OF DIRECTORS 
Lakeshore Regional Entity 

February 6, 2025 – 2:00 PM 
GVSU Muskegon Innovation Hub 

200 Viridian Dr, Muskegon, MI 49440 

1. Welcome and Introductions – Ms. Gardner
2. Roll Call/Conflict of Interest Question – Ms. Gardner
3. Public Comment (Limited to agenda items only)
4. Consent Items:

Suggested Motion: To approve by consent the following item.
• February 6, 2025, Board of Directors meeting agenda (Attachment 1)

5. MDHHS FY22 Cost Settlement Discussion (Attachments 2, 3, 4)
6. Board Member Comments
7. Public Comment
8. Upcoming LRE Meetings

• February 26,2025 – LRE Executive Board Work Session, 11:00 AM
GVSU, Muskegon Innovation Hub, 200 Viridian Dr, Muskegon, MI 49440

• February 26, 2025 – LRE Executive Board Meeting, 1:00 PM
GVSU, Muskegon Innovation Hub, 200 Viridian Dr, Muskegon, MI 49440
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LRE Communication to MDHHS (2/3/2025) 

MDHHS Colleagues, 

As previously communicated, Lakeshore Regional Entity (LRE) is not in agreement with the 
FY22 Cost Settlement.  

On September 8, 2022, LRE filed an action in the Michigan Court of Claims, Case No. 22-
000146-MK, which was assigned to Hon. Douglas B. Shapiro (“2022 Dec Action”). The 2022 
Dec Action sought a declaration that LRE may use ISF Funds, current dollars, or Medicaid 
Savings Funds to reimburse its member CMHSPs for prior year deficits. On March 23, 2023, the 
Court issued an Opinion and Order granting LRE’s Motion for Summary Disposition and 
denying the State/MDHHS’s Motion for Summary Disposition. Judge Shapiro ruled that LRE 
was permitted to pay the historical deficit from surplus funds and the ISF because as part of a 
separate settlement agreement, MDHHS had previously approved LRE’s Proposal to Resolve the 
Historical Deficit, which proposed utilizing a portion of its FY20 surplus and ISF to pay the 
deficit. Judge Shapiro further ruled that even without the settlement agreement, MDHHS 
approved LRE’s Risk Management Strategy, which stated the LRE planned to use its FY22 
surplus to settle historical deficits with affiliates. 

On November 2, 2023, Kristen Jordan, Director of the Bureau of Specialty Behavioral Health 
Services for MDHHS, issued a memorandum to LRE’s CEO concerning Cost Settlement for 
FY18-22. In the memo, MDHHS set forth its expectation that, pursuant to the ruling of the Court 
of Claims, LRE would use its ISF to cover the FY18 and FY19 deficit. MDHHS stated it 
expected LRE to report the payments in Section 1.1 of the Cost Settlement worksheet. LRE 
followed MDHHS’s directive and used Section 1.1 to report the payments to the PIHPs that the 
Court of Claims ruled were permitted. The net result was that at the end of FY22, LRE’s ISF had 
a balance of approximately $28 Million, and no money was to lapse back to the State. 

On July 24, 2024, MDHHS issued a letter with its position on FY22 Cost Settlement. In the 
FY22 Cost Settlement Letter, MDHHS claimed that the ISF should first be capped at the 7.5% 
limit, and then after application of the cap, LRE could deduct payments made to resolve the 
historic deficit. MDHHS further stated that “the contribution to the ISF is calculated prior to 
utilization to fund prior year deficits and will not exceed the maximum 7.5% allowable for the 
FY22 contract period.” The result of MDHHS’s calculation was that “a balance of $13,721,793 
is due the State of Michigan.” The State’s calculation would also reduce LRE’s ISF to an ending 
FY22 balance of approximately $1 Million. 
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Compounding matters, MDHHS withheld money from LRE in satisfaction of a lapse due from 
LRE to the State for FY21, but is refusing to make payments due to LRE from MDHHS for 
FY18 and FY19. The breakdown of the results of the FY18-FY21 Cost Settlement is: 
FY18 $1,418,547 due to LRE 
FY19 $3,026,559 due to LRE 
FY20 $0 due to/from LRE 
FY21 $4,140,766 due from LRE 
 
MDHHS deducted the $4.1 Million due from LRE from payments due under the FY24 contract, 
even though considering FY18, FY19, and FY21 together should yield a net payment of 
$304,340 to LRE. MDHHS indicated it held the FY18 and FY19 payments until the FY22 Cost 
Settlement was settled: “Payment of the FY18 and FY19 State share of risk is pending 
completion of the FY22 settlement. Payment will be disbursed once the 
Department and the PIHP agree on a final FY22 settlement.” 
 
On December 16, 2024, MDHHS emailed LRE reattaching the November 2023 cost settlement 
memo, expecting payment within 30 days. MDHHS reiterated that “[r]regarding the cost 
settlements due to LRE from MDHHS, the payments will be issued once the FY18-FY22 
settlements are final.” 
 
MDHHS’s position regarding accounting for payment of the historic deficit is at odds with the 
FY20-23 Contract, MDHHS’s own directive, the Court of Claims ruling, and the past practice of 
the parties which has always been to apply the 7.5% contribution cap after funds are utilized 
during the year. If the presentation/reporting of the payment of the historical deficit needs to be 
reported differently on the FY22 FSR (possibly as a FY22 current year expense and/or a use of 
Medicaid/HMP Savings) to address the ISF issue, LRE is willing to explore other reporting 
option with MDHHS.  
 
Despite LRE making it clear on numerous occasions that it does not agree with MDHHS’s 
position on this issue, and in lieu of trying to work through the issue amicably, on January 30, 
2025, Jackie Sproat sent an email stating that MDHHS intended to forward and withhold 
approximately $13.7 Million MDHHS claims it is owed from payments due to LRE for 
FY25.  To be perfectly clear, until an agreement is reached, LRE does not consent to MDHHS 
deducting the amount of FY22 cost settlement, that has not been agreed upon, from LRE’s FY25 
payments.  
 
Please provide the LRE with a response on or before 2/7/2025 or before any monies are 
recouped.    
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MEMO 

TO: Lakeshore Regional Entity (LRE) Board of Directors 

FROM:          Stacia Chick, CFO 

DATE: February 5, 2025 

RE: FY22 MDHHS/LRE Cost Settlement  

Chairperson Patricia Gardner, during the LRE Executive Committee of the Board of Directors 
meeting on Monday February 3, 2025, requested additional information that I shared regarding 
the FY22 MDHHS/LRE Cost Settlement also be shared with the full Board in writing.  

LRE’s external auditors, Roslund, Prestage & Company, PC (RPC), reviewed the November 2, 
2023, memorandum issued by Kristen Jordan (now Kristen Morningstar), Director of Bureau of 
Specialty Behavioral Health Services for MDHHS. RPC also reviewed the revised FY22 
Financial Status Report (FSR) with LRE to ensure they agreed with how the historical deficit 
was being presented on the FSR on the Medicaid ISF Report tab, Section 1.1 as directed by 
MDHHS in the memorandum. No calculations were modified by LRE on MDHHS’ FSR 
template and MDHHS’ reporting instructions were followed along with the instructions in the 
memorandum. LRE completed the FSR in accordance with MDHHS’ directive and in 
accordance with Judge Shapiro’s ruling on the “2022 Dec Action”.  The revised FSR was 
utilized and included in the FY22 Compliance Examination that is required by MDHHS. The 
FY22 Compliance Examination was completed and issued by RPC in accordance with MDHHS’ 
Compliance Examination Guidelines and submitted to MDHHS on December 27, 2023, before 
the MDHHS and LRE agreed upon extended due date of December 31, 2023.  

Thank you,  
Stacia Chick, CFO 
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