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1..0 Purpose

To establish a Department of Health and Human Services (DHHS) policy on contract
budget modifi catlons for cost relmbursement contracts. :

i

2.0

2.1

2,2

2.3

2.4

2.4.1

Definitions '

Compliance Team (CT) - provides a central point for coordmatlon and
responsibility for activities that promote accountability, integrity, and
efficient use of public resources with DHHS; ensures adherence to
county, state, and federal laws; provides technical support to staff and
vendors on tontract compliance and other technical issues on internal

‘controls; and coordinates external audits and audit responses.

Contract Action Worksheet Form (CAW) — form that requires

approval of service area authority for all contract actions. Form indicates

funding source, reasons for the contract action, and service area approval

for accounting codes and available funds. _
Contract Management Team (CMT) — responsible for the majority of

DHHS'’s - procurement actions: supports and trains contract monitors,
works with program staff and Office of ‘Procurement, and oversees all
aspects of the contract process from solicitation to recommending

contract award as well as overseeing the term of the contract.

Chief Operatmg Officer (COO) of the Department of Health and
Human Services who is responsible for oversight of the departments

central operations including human resources, fiscal, - compliance, budget,

facmtles and technology services.

Contract budget - typically consists of salary, fringe, direct operating,
indirect costs and capital outlay. _
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3.0

2.5

2.6

2.7

2.8

2.9

2.10

2.11

2.12

Contract Monitor (CM) ~ responsible for overseeing that Contractors
are complying with the terms and conditions of their contract.

Cost Reimbursement Contract - a contract under which a contractor
is reimbursed for costs that are allowable under the’ provisions of the
contract and. a fee, if any, per Montgomery County ‘Procurement
Regulation. 2.4.29. . : L

Direct Operating Costs — costs that are directly applicable to a project
or activity such as supplies, telephone, rent, utilities, staff development,
etc.

Fiscal Team (FT) - responsible for overseeing the financial transactions
of DHHS and ensuring strong financial management and accountability.
Duties include processing all contract payments, client benefits and
receipts for a number of DHHS programs, recording revenues, fee'
collections and medical billing, managing federal claiming for. Medicaid
and Social Services programs, overseeing P-cards, and performing fiscal
year end closing activities. - '

Fiscal Year — period settling of accounts of a company or organization

. which Is normally a twelve (12) month period in order to provide the

company’s or organization’s financial position or for tax purposes. Fiscal
year iS a departure from a calendar year which extends through a
January to December time period. For Montgomery County, the fiscal
year period is July 1 19xx to June 30, 19X1.

Fringe Costs — A collection of various employer remunerations provided
to employees such as health insurance, employer’s share of FICA,
Medicare tax, disability insurance, etc. :

Indirect Costs — costs that are directly applicable to more than one
project or activity. The precise cost cannot be easily traced to a project
or activity.

Provider — vendor who has entered into a contract with Montgomery
County, MD to provide services as defined in the contract’s scope of
work. ' '

Policy

3.1

General policies _
3.1.1 This policy applies only to cost reimbursement contracts.

3.1.2 Providers must receive written approval of any budget changes
prior to implementation.

Montgomery County Government, Department of Health and Human Services -
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3.1.3 Provider must provide the following documentation to the contract
monitor in order to request a contract budget modification:

3.1.3.1A copy of the current, approved contract budget
signed by_Provider and contract monitor.

3.1.3.2 A signed proposed contract budget.

3.1.3.3A completed Budget Modification form containing
" written justification for each line item changed in the

contract budget (see Appendix P)

3.1.4 All expenses included in the contract budget must be reasonable -
and must align with the scope of work defined in the contract.

315 Evety contract is expected to be a fair and equitable agreement
between DHHS and a Provider regardless of the number or type of
other contracts that may exist between DHHS and the Provider. -

3.1.6 Contract budget expenditures must be in compliance with DHHS's
Allowable Cost Policy. -

3.1.7 Budget modifi catlons that change a contract’s scope

3.1.7.1 DHHS reserves the right to not approve any contract
budget modification 'if the budget modification
changes the contract’s scope of services.

3 1.7.2If the contract monitor approves a budget
modification that requires'a scope of services change,
contract monitor is to notify CMT. CMT will prepare a
contract amendment that would require approval by
the Department of. General Services (Office of ‘
Procurement) and Office of the County Attorney.

3.1.7.3 After the budget modification has been approved by
the DHHS COO, contract monitor will provide the
Provider a copy of the approved, revised contract
budget and the contract amendment if appropriate.

. 3.1.8  Number and timing of budget modifications

3 1.8.1The Provider will be allowed to make four budget
modifications per fiscal year. (CHANGE FROM
DEC. 11, 2011 Budget Modification Policy)
Budget modifications that result from the Compliance
Team’s annual or other review of indirect and fringe
cost information will not be counted by DHHS in
the number of the allowable budget modifications
per year. - Also, budget modifications due to
inflationary adjustments will not be counted as
part of the four budget modifications.

Montgomery County Government, bepadment of Health and Human Services
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3.1.8.2Approval by the DHHS COO for indirect and fringe
rates occurs one time each fiscal year.

3.1.8.3All contract budget modifications for salaries and
direct operating expenses are to be submitted to the
contract monitor by April 15. DHHS prefers
receiving budget modifications prior to April 15 since
. the workload for contract monitors and CMT is high
during this time period. The deadline of April 15 for
salaries and direct operating costs should provide
adequate time to the Provider to perform a third
quarter analysis of the contract’s actual costs to
budgeted costs for a year end projection. (CHANGE
FROM Dec. 11, 2011 Budget Mod Policy).

3.1.8.4Contract monitor must date stamp the .budget
modification information when received at the
contract monitor’s office. ' :

3.1.8.5DHHS's goal is to approve all acceptable budget
modifications within thirty (30) days of the contract
- monitor receiving them.

3.1.8.6 The effective date of the budget modification is the
first day of the month when final approval occurs in
DHHS. The effective date is the first day of the
month when the contract monitor or DHHS COO
approves the budget modification depending on
whose authority is required to approve.

3.1.8.7-Contract budgets must be rounded to two (2) decimal
places. If Provider is rounding salary or fringe
calculations, the Provider is to supply @n explanation
‘for the calculations in the Section A. — Salary and
Fringe Benefits of the budget. Explanations are to be

. supplied when the contract salary amount does not
total annual salary times full time equivalent (FTE)
equals contract salary. If indirect cost calculation is
rounded, then, Provider must make a footnote -
explaining the calculations under the Budget Summary
Section. Contract budgets should be reviewed by the
Provider’s fiscal staff where possible to ensure proper
computations and adequate explanations- for the

- . calculations are furnished.

3.1.9  Authority to approve budget modifications

3.1.9.1The percent or dollar amount of the budget
modification change is determined by each
individual line item in the budget and NOT the

Montgomery County Government, Department of Health and Human Services
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3.2

3.3

. 3.1.10

aggregate line item of salary, fringe, direct operating,
and capital outlay according to the Office of the

County Attorney.
3.1.9.2Most budget changes for salary and indirect and

fringe costs will require CMT and HHS COO's approval.
See Section 3.2 Fringe Rate and Indirect Rate

and Section 3.3 Salary Costs for details.

3.1.9.3 Budget modification, regardless of the percentage of
the line item amount or the amount transferred,
between salary and direct operating expenses require
approval by DHHS COO unless there is an exception

as outhned in Section 3.3.

3.1.9.4 Budget changes for direct operating costs require
the sole approval by the contract monitor unless there

is'a scope of service modification.

3.1.9.5When the contract monitor is the sole approver of the
budget modification, contract monitor must supply
CMT with a copy of the approved budget
modification for CMT’s records. CMT's records
represent a portion of the Countys official contract

record.

Contract monitor must provide a copy of the approved or
disapproved budget modification to the Provider. If
contract monitor disapproves. the budget modification, contract
monitor must notlfy the Provider of the reasons for the

disapproval.

Frihge Rate and Indlrect Rate
3.2.1 Fringe and indirect rates are approved by the DHHS COO one

time during the fiscal year. Provider may not charige the
indirect and fringe rates for the remainder of the contract term
which in most cases is a 12 month period if the DHHS COO has

approved the rates. NO change from the December 9, 2011
policy. : :

Salary Costs
3.3.1 The contract monitor may approve a salary line item change that

is less than 10% of the contract budget line item or the change
amount is $1,000 or less in total for the line-item, whichever is
greater. All budget modifications for reallocating salary expenses
is due to the contract monitor by April 15.  See 3.1.9.1 for line

ftem definition.

EXAMPLE A: Change in salary line item within 10% or less of the line
amount or $1,000 or less, whichever is more )

Montgomery County Government, Department of Health and Human Services
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Position

Annual
Salary

FTE

Original
Expenses to
the Contract

Revised
Expenses to
the Contract

N

Increase due to

Budget
Modification

Comment

*Social
Worker I

$40,000 |

25%

$10,000

$10,400

$400

Change is less
than $1,000

Social
Worker I

$60,000

100%

$60,000

$66,000

$6,000

10% change in
salary line item

- modification for salaries.

In both scenarlos, contract monitor may approve the budget

3.3.2 The contract monitor must approve the budget modification by

signing and dating the revised budget form.

Also, contract

monitor is ta give a copy of the revised, budget to CMT for their
records and the Provider when the salary line item change is
10% or less of the contract budget line or the line item
change is $1,000 or less.

3.3.3

If a Provider requests a changé to any line item in the Salaries
section of the contract budget that are in excess of 10% of a

line item or greater than $1,000 whichever is higher, the
changes must be reviewed and approved by the DHHS COO prior
to implementation.
2011 policy.

This is a change from the December 9,

Example B: Change in salary line item in excess of 10% of the line amount or
more than $1,000, whichever is higher

Position

Annual
Salary

!
FTE

Origina

Revised
FTE

Original
Expenses to
the Contract

'Revised
Expenses to
the Contract

Increase
due to
Budget
Modification

Type of Change

| Case
Coordinator

$40,000

50%

57.5%

$20,000

$23,000

$3,000

10% of line item is
$2,000.

Change requires a

. budget modification

approval from CMT &
DHHS COO since the
amount: of the change is
greater than $1,000 and
greater than 10% of the
line item change

3.3.4 There may be situations where multiple positions with the same
job title may be bundled into one contract budget line item. For
example, the Provider has four (4) social workers to perform the

Montgomery County Government, Department of Health and Human Services
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scope of services for the contract. Each social worker may have a
slightly different salary. One social worker leaves the employment
of the organization. Provider must replace the social worker
position with a new employee. The newly hired social worker’s .
~ salary may be slightly lower than .the individual who had
previously occupied the position.  The job title must remain the
same for.the old and for the new employee. See Appendix C and
C-1 for a Sample Budget and Supplemental Information. '

Exampje C » Example of a Budget Line with Bundled Positions

Position - .| Incumbent Annual FTE Expenses to
) ) : the Contract
Salary .
Social Worker | See Attached | $210,000 2.0 (each | $105,000
11 | 4 workers . position -
: works-.5
FTES)

3.3.5 If a Provider adopts such a budget strategy, then the Provider is
required to prepare an aggregate and supplemental budget
- document. See Appendix D as an example.

3.3.6 The Provider does not need to request a budget modification in
such a situation unless the overall salary line item for the position
title exceeds the aggregate line item budget. See Appendix D.

3.3.7 Another salary exception that only requires the contract -
‘monitor’s approval is when the Provider substitutes a position for

a consultant due to time constraints in hiring for the position.

' 3.3._7.1_The consultant must meet all the requirements of the
‘employee’s position. For example, if a social worker is
required to have a clinical license, LCSW-C, the
consultant must possess the same -qualifications as

“required of the Provider’s former employee.

3.3.7.2The Provider must supply the contract monitor with
the consultant’s contract with the Provider and the

documentation of the consultant’s qualifications such
as a resume, diploma, and/or license.

3.3.7.3The Provider’é contract with the consultant must state

the scope of services, hourly rates, number of hours
devoted to the particular contract and the contract

period. (NEW)

!

Montgomery County Government, Deparfment of Health and Human Services
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3.3.8

3.3.9

It is critical that the Provider consult IRS guidelines or their legal
counsel on employee versus independent contractor determination
to ensure compliance with Federal and State laws.. (IRS

Publication 1779).

-All transfers of budget cost between salary and direct operating

expenses must be approved by CMT and DHHS COO unless an
exception exists in this section.

3.4 Direct Operating Costs

- 341

34.2

Contract ‘monitor may approve any reallocation among all
line items for direct operating expenses regardless of the
revised amount unless such change involves a scope of services.
All budget modifications solely for reallocating direct operating
expenses is due to the contract monitor by April 15.

Contract monitors may question the Provider on the direct
operating-changes if the contract monltor views the revisions as
inappropriate or unjustifiable.

4.0 Procedures— CMT & DHHS COO Approval

4.1.1

4.1.2

4.1.3

4.1.4
4.1.5

4.1.6

4.1.7

Provider is to piépare and provide a signed, revised contract
budget for approval by the contract monitor as well as a copy of
their approved, latest contract budget.

Provider is to provide a written justification for all changes by
preparing a spreadsheet for each line item by illustrating the
original contract budget and the changes to the contract budget.
Provider is to include a written explanation for the budget
changes. See Appendix B — Budget Modification Form. '

Contract monitor is to review the revised contract budget and
determine if changes affect the scope of services in the contract.

Contract monitor must consult with CMT if the contract monitor
determines that the revisions affect the scope of serv1ces m the
contract.

Contract monitor approves budget modifications for direct
operating expenses and certain salary revision exceptions as
noted in. the above section. -

Contract monitor prepares a contract action worksheet (CAW) and
forwards it with the contract budget modification, current budget,
and documentation to their respective service area’s approval

- process.

Service area approves the budget modifi catlon and forwards it to

* CMT for its review.

* Montgomery County Government, Departmént of Health and Human Services
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4.2

4.1.8 CMT reviews the budget modification and determines if there is a
contract scope of services change.

4.1.9 If CMT determines that a scope of services change is warranted,

CMT will consult with contract monitor whether to proceed with a
contract amendment.

4.1.10 If CMT determines that a- scope of services change is not

warranted, CMT forwards the budget modification to CT for a
recommendation for approval. . _ '

4.1.11 CT reviews the attached information and then recommends
approval or disapproval and sends the information to CMT
outlining the reasons for recommending approval or disapproval.

4.1.12 CMT sends the budget modification to the DHHS COO for
approval.

4.,1.13 DHHS COO approves or disapproves the budget modification.

4.1.14 DHHS COO sends the budget modification to CMT.-

4.1.15 CMT sends a copy of the budget modification to contract monitor
and to CT. : : '

4,1.16 Contract Monitor sends the approved. or the disapproved budget
modification to the Provider along with reasons for disapproval.

Procedures — Contract Monitor Sole Approval
- 14

4.2.1 Provider is to prepare and provide a signed, revised contract
budget for approval by the contract monitor. :
42.2 Provider is to provide a written justification for all changes by
" preparing a spreadsheet for each line item by illustrating the
" original contract budget and the changes to the contract budget.
Provider is to include a written explanation for the budget
changes. See Appendix B — Budget Modification Form.

4.2.3 Contract monitor is to review the revised contract budget and
determine if changes affect the scope of services in the contract.

Contract monitor must consult with CMT- if the contract monitor
determines that the revisions affect the scope of services in the
contract. . ‘ :

425 Contract monitor approves budget modifications for direct
operating expenses and certain salary revision exceptions as .

noted above. ,
4,2.6 Contract monitor signs the revised -contract budget and sends
~ copies to Provider and CMT for their records. ‘

4.24.

Montgomery County Government, Department of Health and Human Services
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5.0

6.0

7.0

Responsibilities

5.1.1 DHHS COQ:
5.1.1.1 Ensure compliénce with this policy.
5.1.1.2 Approve or disapprove budget modifications.

5.1.2 Provider: prepare budget modification by using the format in
Appendix B and send the required documentation to support the
budget modification to the contract monitor. )

5.1.3 Contract Monitor:

5.1.3.1Review budget modification to determine whetherthe
changes are in align with the Scope of Services.

5.1.3.2 Contract Monitor is to send apbroval or disapproval to
Provider.

5.1.4 CMT: review the budget modification-to determine if the Scope of
Services is altered by the budget changes and the adequacy of
the budget modification documentation. ‘

5.1.5 CT: review the budgét modifications to determine if the changes
are adequately documented, are reasonable and mathematically
accurate.

Scope
6.1.1  This policy applies to all DHHS cost reimbursement contracts.

References

Appendix A — Contract Budget

Appendix B - Budget Modification Form

Appendix C - Example of a Contract Budget with Aggregate Positions

Appendix C-1 -Supplemental Budget Information for Aggregate Positions salary
lineitem '

Montgomery County Procurement Regulations and Montgomery County, MD
Code Chapter 11B

ht_tg:[[www.am’@al.com[g)g@ateway.dlI[Mamland[montgom[Qartiilocallawsordin
ancesresolutionsetc/chapterl 1bcontractsandprocurementnote?f=template
s$fn=default.htm$3.04vid=amlegal:montgomervco md mc$anc

MCDHHS Allowable Cost Policy

Montgomery County Government, Department of Health and Human Services
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8.0 Document Approvals

Role Position Name of Approval Date -
: Approver Signature Approved
Author | P(El(;r:;gl;:pce Team | Cymek e W Ao AZ & / i
Office of Chief . Z { ;’;
. Service Area
; 8}13521‘:?9 Administrator Stuart Venzke s p//fz%?/ﬂ’?
Policies and - | Policy and (/
Procedures Operational Risk Joy Page @_ ' (// 4//
Department Manager . ‘7 /5/
Final Director of Dept. of _
Approver Health and Human | Uma S. Ahluwalia '
PP g Services : Mfw\;ﬁﬁﬁiu%éiv i ]iii/fl,l-
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