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I. INTRODUCTION 
 
As a result of discussions between the Pennsylvania Office of Mental Retardation (OMR) 
and the Federal Center for Medicaid Services (CMS), OMR has been directed to 
implement requirements to insure that the Waiver program is managed more consistently 
across the Commonwealth of Pennsylvania. A major component of this is a change in the 
manner in which OMR is funding services.  The historical program funded method of 
reimbursement will be replaced by fee for service with cost settlement in Fiscal Year 2007 
(FY07).  
 
Fee for service with cost settlement will consist of establishing interim rates based upon 
individualized budgets and projected units of service. PAC level allocations will be 
established based on these units and rates. At year-end, these rates will be cost reconciled 
and adjusted to determine the provider’s actual reimbursement.  Actual costs (subject to 
allocation limits) and actual units of service rendered will be used to develop the adjusted  
rate.  Provider expenditures beyond the commitment of the categorical allocation will be a 
risk assumed by the provider.  
 
Budget submissions for Mental Retardation Services providers for FY07 are required to 
meet the City & State demands for detailed program information as well as to fulfill 
program objectives. These instructions are intended to assist the various staff members of 
provider agencies who must cooperate in preparing the required budget package of the 
Mental Retardation Services Office (MRS).  There are two (2) main parts comprising the 
instructions:  

 
A. Standard Reporting Policies and Requirements   
B. Budget Submission Requirements 

 
 

II. STANDARD REPORTING POLICIES AND REQUIREMENTS 
 

A. MRS will assume no liability for deficits incurred by a provider resulting from the 
inability to generate a budgeted agency contribution.  MRS will not make a 
commitment to fund an artificially increased expenditure level that results from the 
inclusion of nonexistent funds or unrealistic revenue estimates. 
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B. Budgeting Parameters 
 

1. In order to allow providers flexibility in budgeting and to allow for any 
needed re-alignment of costs due to the new individualized budgeting rules, 
the original budget process will allow agencies to re-align allocations among 
the following services: Residential, Community Habilitation (ADT), Home 
and Community Habilitation (Previously CBI), and Pre-Vocational.  
Funding may not be transferred out of the categorical allocations of EPSDT 
or Woodhaven ICFMR Conversion.  

 
In “Residential”, this re-alignment may be a result of the requirement for 
individualized budgeting, and in the “Day” programs this re-alignment may 
be a result of varying utilization levels among categorical populations.  
Provider utilization projections should be based upon 3-5 years of historical 
data for each individual. This will likely result in a re-alignment of 
categorical allocations at the beginning of the year.   

 
In the “Day” service, utilization is one of the most important budgeting 
components as providers and MRS move forward in the fee for service 
environment.  Budgeted utilization by individual must be based upon actual 
historical information. The MRS will be monitoring cases where there is 
significant variance from the budgeted utilization. Since this historical 
information will be the basis for establishing categorical allocations in the 
budget process, it is anticipated that there should be only insignificant 
shifting among categorical allocations at year-end.  While the DBH/MRS will 
try to accommodate these insignificant shifts within the constraints of OMR 
allocations, providers take on the risk of significant categorical shifts when 
they are unable to justify such variances.      

 
2. Providers have historically been funded for an authorized number of slots 
by our office and in some cases have been funded for specific individual “add 
on” services such as one to one staffing. The budget CANNOT include 
unauthorized reduction in services or slots or the elimination of funded add 
on services. 

 
3. In situations where Philadelphia County or a Philadelphia County 
Provider is purchasing services and another County establishes the rate, the 
Provider must submit a copy of the approved rate setting authorization letter 
or a copy of the rate-setting budget being submitted to the other county as 
well as the Purchased Services Roster. 
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4. Community Based Instruction (CBI) and Community Based Activities 
(CBA) are not services defined under the Mental Retardation Bulletin 00-06-
04 issued on January 31, 2006, effective July 1, 2006. As a result providers 
will need to review their program in context of the definition of Home and 
Community Habilitation (HCH), which is an eligible service in this bulletin. 
The following are a variety of options available to providers in this transition 
process: 

    
   (a) Some individuals may choose to now be a part of a facility based  
   program like Community Habilitation or Pre-Vocational and their  
   funding will go with them to these programs.   
    
   (b) Some individuals may choose to move into Supported Employment 
   through Job Finding and Job Support and their funding will go with  
   them to this program. 
    

© In the case where a CBI/CBA provider’s individuals live in the 
same provider’s CLA’s and the person begins service in their own 
home,  travels to the community and back to the home again, the 
staffing costs associated with the “day activities” may be included as 
an add on to the Residential site rate. MRS will review these cases in 
the coming fiscal year and determine if this is the most appropriate 
manner to fund these services. Please identify these situations and 
individuals in the budget narrative.  

  
   (d) Assuming the providers service is consistent with the service  
   definition of HCH, then this service may be provided and budgeted as  
   HCH services in the following situations:  
     
    1. In the case where the individual leaves their home and goes  
    to a facility to plan their day and then goes out in to the   
    community. 
     
    2. In the case where the individual receiving the HCH service is 
    from another provider not the provider of the CBI/CBA  
    service. 
   
 Please note that the PAC Codes used for CBI/CBA last year will be used for Home 
 and Community Habilitation (HCH) in FY’07. If you have any questions on this  
 please  contact your  program analyst. 
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5. All therapy services will be reimbursed using either the HealthChoices 
rate, if applicable, or the approved Medical Assistance rate, and only in cases 
where rejection by these funding sources is documented. MRS will not be 
providing an allocation for therapy services since these services are minimal. 
These services will be reimbursed to the provider in the next quarterly 
advance.  

 
6. For Behavioral Supports services, the budgeted rate cannot exceed the 
HealthChoices rate for Behavior Therapy.  This rate will be the MAXIMUM 
rate to be paid for each unit of service of Behavioral Supports provided in 
FY07. Behavioral Supports will be cost settled and will be reimbursed based 
upon actual services rendered. Provider expenditures will be reimbursed up 
to the maximum amount of the approved rate times the number of units of 
service rendered. Expenditures incurred in excess of this amount will NOT 
be reimbursed.  The allocation amount for this service is NOT a funding 
commitment but rather a methodology to advance funds to your 
organization.    

 
 

C. Effective March 8, 2006, the Mental Retardation Bulletin # 00-00-06 provided the 
following definition and policies regarding fixed assets: “Fixed Assets are major items, 
excluding real estate, which can be expected to have a useful life of more than one year, 
or which can be used repeatedly without materiality changing or impairing their 
physical condition by normal repair, maintenance or replacement of components with 
a purchase price of $5,000 or more.  All fixed assets shall be depreciated and the titles 
will remain with the contracted provider. This policy will apply to fixed assets 
purchased after this policy is final. Fixed assets purchased prior to that time will be 
“grandfathered” with the prior policies applying over their useful life.”  

      
 

D. All MR Fee for Service programs should be presented on the Summary of 
Program Activities as follows: Total budgeted fees should be presented under 
“Operating Expenditures”. Total budgeted fees should be restricted to those service 
costs associated with individuals funded by the DBH/MRS. All rates will be developed 
net of revenue, so revenue should not be reported for fee based services (except for the 
FFP revenue in TSM services).  Those non-service programs with a revenue offset 
should include projected revenue under the “Revenue” column. . 
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E. Early Intervention (EI) is a separate categorical allocation and will be handled 
through a separate process in FY 07.   MRS likely will incorporate the use of the OMR 
spreadsheet model into the EI rate setting process.  Instructions will be forthcoming. 
 
F. FDSS and Home Based Waiver Reporting  
 
Support Coordination Organizations (SCO) agencies are and will continue to  be in 
the process of preparing FDSS and Home Based plans; the only requirement for these 
two services is to report the associated funding in the operating column of the 
Summary of Program Activities. Home Based allocations will be updated on a 
quarterly basis based upon actual approved plans, and a letter, updated contract 
workstatement, and attachments by individual will be provided to each agency.  
 
G. Non-Service Activities 
 

Non-Service Activities will have a modified budget submission to include an 
Expenditure Summary, MR Non-Service Personnel Budget Schedule, and a MR 
Budget Narrative Form.  These activities will be managed and reimbursed by the 
office consistent with past practice. 

 
H. On all OMR reporting forms, please replace the Master Client Index Number with 

the individual’s last name and first initial (in that order) for all individuals funded 
by our office.  Initials may be used for individuals being funded by other sources. 

 
I. On all OMR reporting forms where agencies are to enter the MPI Number  and 
the 8 digit Service Location Code, please enter the MPI Number (if you have it, 
otherwise leave it blank) and the respective facility number.    
 
J. A file that identifies the funding source for each of the individuals that are served 

by your agency will be sent as a separate transmittal. This information will be 
needed to complete the MRS Summary Forms and the Summary of Program 
Activities. 

 
K.  Please note that if your Supported Employment program is inclusive of Job 
 Finding and Job Support, one budget can be submitted for both services. 

 
L. New Reporting Forms for FY07: 

 
 
1. MR Residential Service Summary: The purpose of this form is to 
 provide a summary of all individuals for whom site budgets have been 
 prepared within a specific residential program activity (PAC). 
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2. MR Non-Residential Facility Based Service Summary: The purpose of 
this form is to provide a summary of all individuals for whom non-
residential facility based services have been budgeted within a specific 
PAC. 

 
3. MR Non-Residential Non-Facility Based Service Summary: The 
 purpose  of this form is to provide a summary of non-residential non-
 facility based services that have been budgeted within a specific PAC. 

 
4. MR Non-Service Personnel Budget Schedule: This form provides a 
 breakdown of salary and wage expenses as well as other information 
 regarding positions established within non-service program 
 activities. 
 
5. MR Budget Narrative Form  This form provides a standard format for 

submitting narrative explanations and/or justification as prescribed in 
various sections of the general or specific form instructions.  Under the 
program activity heading of “General”, provide a narrative description of 
the methodology employed by the provider in distributing administrative 
costs among program activities and to provide other general explanations 
and justification. Also, where applicable, please submit a MR Budget 
Narrative under each major component section to provide relevant 
narrative to include the following sections: Residential Services, Non-
Residential (NR) Facility Based Services, NR Non-Facility Based Services, 
Non-Service Activities, and Purchased Services. 

 
 

M.  Please note that the approved Mental Retardation Bulletin 00-000-06 entitled  
  Interim Rate Setting Procedures for FY 2006/2007 was issued on March 8,  
  2006.  Please contact the office if you need a copy of this bulletin.   
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N. These instructions are issued for use by providers in the preparation of budgets for 
MR program activities.  Modifications to reporting requirements do not abrogate 
providers' responsibilities and obligations to maintain records and to comply with all 
other requirements as prescribed in the Office of Mental Retardation Bulletin on 
Interim Rate Setting Procedures #00-00-06, Office of Mental Retardation Bulletin on 
Revised Units for Service Definitions and Procedure Codes for Healthcare and Non-
Healthcare Waiver and Base Services #00-06-04, DPW 4300 Regulations, the 
OMH/MR Policy Manual, and the City Cost Principles and Guidelines.  The detail 
used to develop the FY07 budgets must be maintained in a comparable format to that 
used for general financial reporting to assure availability of this information upon 
request or upon inspection on site  
 
 
 

III. BUDGET SUBMISSION REQUIREMENTS 
 
 

Please refer to the enclosed OMR Crosswalk for Service Definitions and Spreadsheets 
to insure that the proper OMR forms are being completed for specific services.  Please 
note the following exception. MRS is requiring providers to use the Non-Residential – 
Facility Based Form, which is used for reporting Community Habilitation Services, to 
report Home and Community Habilitation Services previously designated as CBI.  

 
As in the previous year, FY 07 budget submissions must be organized as follows:  

 
A. Numbered Pages – Each hard copy of the budget page should be numbered at 
 bottom center (by computer, typewriter, or manually) beginning with the 
 DBH/MRS FISCAL SUBMISSION FORM as page one and running 
 sequentially as indicated on the Table of Contents.   
 
B. Table of Contents - The Executive Director’s cover letter should be followed by a 

single sheet Table of Contents.  This sheet and the Cover Letter will be the only un-
numbered pages in the Budget Submission. 

 
C. Technical question on OMR forms and all questions relating to MRS forms  should 
 be addressed to the following fiscal staff:  
 

Anna Maria Albadine  Anna.Maria.Albadine@phila.gov 215-685-5505 
Maria O’Connor           Maria.OConnor@phila.gov    215-685-5508 
Jack Sinnott                  Jack.Sinnott@phila.gov 215-685-5369 
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Policy questions regarding direct services should be addressed to  
ra-ratesetting@pa.us which is the box set up by OMR to deal with global 
questions from providers. 

 
 
D. CD Naming Conventions 
 

All budgets must be provided on a CD as well as the required hard copies.  
Please see the attached Excel file that explains the standardized naming 
conventions for saving files.   

 
 
E. An original and three (3) copies of the budget as well as a CD must be mailed or 

hand delivered to the DBH/MRS no later than Friday, April 7, 2006. Providers 
should print hard copies from the CD to insure that the electronic and hard copy 
data are consistent. This information must be hand delivered or mailed to the 
office due to HIPPA requirements. If mailing the budget information please use a 
CD mailer. Cover letters accompanying the budget should be attached to all copies. 

 
Please mail these packages to the following address with all hand deliveries 
being made to the Fiscal Unit on the 10th Floor or the 7th floor reception desk.  

 
Mr. Louis A. Sannutti 
DBH/MRS Fiscal Administrator 
Department of Behavioral Health/Mental Retardation Service 
1101 Market Street, 7th floor 
Philadelphia, PA  19107-2907 
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