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Policy: Southwest Michigan Behavioral Health (SWMBH) shall follow policy guidelines regarding how it will 
assess and make determinations as to what is delegated and subcontracted within its provider 
network. 

 
Purpose: The purpose of this policy is to outline the requirements SWMBH must follow when delegating 

managed care functions, and subcontracting specialty supports and services. 
Scope: SWMBH 

Responsibilities: SWMBH is responsible for complying with the standards and guidelines contained herein 
when delegating functions to participant Community Mental Health Service Providers 
(CMHSP).   

Definitions:  
A.  Delegation Agreement 

1. A document outlining the agreement of delegated activities.  The Delegation Agreement 
describes at minimum: 

a. The responsibilities of the delegated entity and the required performance 
expectations. 

b. The process by which SWMBH evaluates the delegated entity’s performance. 
c. The remedies, including revocation of the delegation, available to SWMBH if the 

delegated entity does not fulfill its obligations. 
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Standards and Guidelines:  
A. Subcontracting Guidelines 

1. SWMBH as a Managed Care Organization may subcontract specialty supports and services to 
a participating CMHSP.  

2. In accordance with 42 CFR 434.6(a)(b), all subcontracts entered into by the participant 
Community Mental Health Service Providers (CMHSP) must: 

a. Be in writing and fulfill the requirements of 42 CFR 434.6(a) that are appropriate 
to the service or activity delegated under the subcontract. 

b. Be in compliance with all State of Michigan statutes and will be subject to the 
provisions thereof. 

c. Be consistent with the provisions of the contract between SWMBH and Michigan 
Department of Health and Human Services (MDHHS). 

d. No subcontract terminates the legal responsibility of the contractor to assure that 
all activities under the contract are carried out. 

3. All subcontracts entered into by the Regional Entity (RE) and participant CMHSPs, must be 
in writing and include the following provisions: 

a. Meet all applicable Medicaid requirements as outlined in the Medicaid Provider 
Manual and all other applicable requirements  contract providers are held 
accountable to in the contract between MDHHS and SWMBH or the CMHSP.   

b. Meet Medicaid accessibility standards as established in Medicaid policy and this 
contract.  

c. Provide for the conditions for subcontracting services to a sub-network of 
providers.  

d. Duty to treat and accept referrals.  
e. Prior authorization requirements.  
f. Access standards and treatment time lines.  
g. Relationship with other providers.  
h. Reporting requirements and time frames.  
i. Quality Assurance/Quality Improvement Systems, including the “Quality 

Assessment and Performance Improvement Programs for Specialty Prepaid 
Health Plans”. 

j. Payment arrangements (including coordination of benefits) and solvency 
requirements.  

k. Financing conditions consistent with the contract between the provider and 
contracting entity.   

l. Anti-delegation clause. 
m. Anti-Lobbying Act. 
n. Compliance with Office of Civil Rights Policy Guidance regarding Title VI “Language 

Assistance to Persons with Limited English Proficiency". 
o. EPSDT requirements.  
p. Cooperate with the contracting entity quality improvement and utilization review 

activities. 



 

02.10 Subcontracting and Delegation                            Revision 1            page 3 of 5 

q. Include provisions for the immediate transfer of customers to a different provider 
if their health and safety is in jeopardy. 

r. Not be prohibited from discussing treatment options with an individual that may 
not reflect the Provider’s position or may not be covered by the Provider. 

s. Not be prohibited from advocating on behalf of the recipient in any grievance or 
utilization review process, or individual authorization process to obtain necessary 
health care services. 

t. Sub-contracts that contain provisions for a financial incentive, bonus, withhold, or 
sanctions must include provisions that protect individuals from practices that 
result in the inappropriate limitation or withholding of required services that 
would otherwise be provided to eligible individuals. 

u. The audit/access requirements contained in 42 CFR 438.230(3)(i)-(iv).  
B. Provider contracts and other arrangements for the provision of mental health and substance use 

disorder services whether or not characterized as a subcontract, shall be subject to review by the 
SWMBH and/or MDHHS.  

C. Delegation Guidelines 
1. SWMBH oversees and is accountable for any functions and responsibilities that it delegates 

to any sub-contractor. SWMBH selects among the following potential list of functions 
listed that can be delegated to an entity under contract with the PIHP: 

a. Utilization Management 
b. Credentialing 
c. Provider Network 
d. Quality Improvement 
e. Customer Services 
f. Grievances and Appeals 

D. Standards 
1. SWMBH will require that the delegated entity adhere to the same standards and criteria 

as SWMBH through a Delegation Agreement.  
2. SWMBH will require the subcontractor to have adequate staffing capabilities to perform 

the delegated function. 
3. SWMBH will require the subcontractor to have the capacity for managing the delegated 

function. 
4. SWMBH will require the subcontractor to have an adequate level of experience and 

success in performing the delegated function. 
5. SWMBH will require the subcontractor to have a quality improvement program that 

continuously measures and improves the delivery of care. 
E. Procedures  

1. Before any delegation decision is made SWMBH will evaluate the prospective sub-
contractor’s ability to perform the activities to be delegated. The review will consist of a 
policy and procedure review in addition to evaluating their capacity to perform the 
delegated function.   
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2. SWMBH will review results of the pre-delegation evaluation and make a recommendation 
regarding the evaluation.  The recommendation will be forwarded to SWMBH for review 
and final decision. 

3. There will be written agreement or contract between SWMBH and   the sub-contractor 
that specifies the activities and reporting responsibilities designated to the sub-contractor 
and provides for revoking delegation or imposing other sanctions if the sub-contractor’s 
performance is inadequate. 

4. SWMBH will monitor the delegates’ performance on an annual basis and subject it to 
standards established by State and Federal Regulations and any accreditation 
requirements (if SWMBH becomes accredited). 

5. If SWMBH identifies deficiencies or areas for improvement, SWMBH and the sub-
contractor will take corrective action. 

6. In the event that there is a failure to resolve the subcontractor’s performance issue, 
SWMBH will remove the delegation and assure the function's adequate coverage and 
performance elsewhere.  

 
References:   

MDHHS/PIHP Managed Mental Health Supports and Services Contract 
MDHHS Quality Assessment and Performance Improvement Programs for Specialty Prepaid Inpatient 
Health Plans, Policies & Practice Guidelines (michigan.gov)  
Code of Federal Regulations, 42 CFR 438.230, 42 CFR 434.6(a) (b) 
 

Attachments: None  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.michigan.gov/mdhhs/keep-mi-healthy/mentalhealth/mentalhealth/practiceguidelines
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1 4/27/2022 

“Standards and 
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References 
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including the “Quality 
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Prepaid Health Plans”. 
 
Added subparagraph (o) 
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Added MDHHS QAPIP Policy 
web URL 
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