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Authority

The provisions of this Chapter 6211 issucd under section 443.1(2) and (3) of the act of
June 13, 1967 (. L. 31, No. 21) (62 P. S. § 443.1(2) and’(3)), unless otherwise noted.

Source

The provisions of this Chapter 6211 adopted October 28, 1994, effective immediately and
apply retroactively to July 1, 1994, 24 Pa.B. 5523, unless otherwise noted.

Cross References

This chapter cited in 55 Pa. Code § 6210.2 (relating to applicability); §5 Pa. Code
§ 6210.11 (rclaling 10 payment); 55 Pa. Code § 6210.21 (relating to catcgorically needy and
medically needy recipients); 55 Pa. Code § 6210.33 (relating to budgets and cost reports for
nonstate operated facilitics); 55 Pa. Code § 6210.75 (relating to noncompensable services);
55 Pa. Code § 6210.78 (relating 1o allowable costs); 55 Pa. Code § 6210.79 (relating to
setting imerim per diem rates); 55 Pa. Code § 6210.81 (relating to upper limits of payment);
and 55 Pa. Code § 6210.93 (relating to auditing requirements related to cost reports).

GENERAL PROVISIONS
§ 6211.1. Purpose.

This subchapter specifies the requirements for MA reimbursement and

sllowable costs for non-State operated intermediate care facilities for the
mentally retarded.

§ 0211.2. Applicability.

(a) This chapter applies to non-State operated intermediate care
lacilities for the mentally retarded and nonState operated intermediate
care facilities for persons with other related conditions.

(b) The following chapters apply to nonState operated intermediate
carc facilities for the mentally retarded and nonState operated intermedi-
ate care facililies for persons with other related conditions: Chapter 1101
(relating to general provisions) and Chapter 6210 (relating to participation
requirements for the intermediate care facilities for the mentally retarded
program).

(¢) in addition to this ch!lptcr. the Medicare Provider Reimbursement
Manual (HIM-15) applies for costs that are included in this chapter as
allowable and for reimbursable costs that are not specifically addressed in
this chapter.

(d) 1 this subchapter is inconsistent with Chapter 6210 or HIM-15,
this chapter shall prevail.

§ 6211.3. Legal.
The legal authority for this subchapter is section 443.1(2) and (3) of the
Public Welfare Code (62 P. S. § 443.1(2) and ).
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§ 621 1.4. Definitions.

The following words and terms, when used in this chapter, have the
following meanings, unless the context clearly indicates otherwise:

Allocate—To designate a specific task, scrvice or supply to a specific
cost center because of its direct relationship to client care ami
identifiable measure of application.

Allowable cost—The cost reimbursed under Medical Assistance, that
is the facility’s actual audited allowable cost after appropriate adjusi-
ments are certified by Commonwealth auditors.

Apportion—To divide costs that are necessary to program operation
but that cannot be directly or entirely charged to a specific cost center,

Arms-length transaction—A transaction including independent unre
lated parties (no interest such as equity, control, contracts, interlocking
direclorates, officers, and the like); and, a willing buyer and a willing
seller.

Assets—Economic. resources that arc owned by a business and aie
expected to benefit futurc operations.

Budget—A plan of financial operation for some future pericd
expressed in monetary terms,

Capital asset—An item with a useful life of more than 1 year ov tha
would not meet Internal Rcvenuc Service standards for nondepreciabie
assets. The term includes buildings, renovations and building improve-
ments, and moveablz items such as furniture and fixtures, computcers
and transportation equipment. Land is not a depreciable capital assct.,

Change of ownership—The sale or transfer of a facility and all of is
assets to another person, corporation, organization or partncrship, with
the expectation that the facility will continue to operate for the samce
purpose for which it is currently being used.

Closed audit—An audit is closed when the written audit report has
been distributed and one of the following occurs:

(i) The period for appeal has passed.

(ii) An appeal has been concluded and finalized. The closed audit
results in final settlement, which is cither additional payments due to
the provider or a repayment of funds dispersed to the provider for
disallowed costs.

Compensation—The total remuneration paid to an individual em-
ploye, including wagces or salartes and benefits.

Competitive bidding process—The mcthod used to procure goods or
services by obtaining three or morc vendor cost proposals and sclecting
the proposal with the lowest responsible bid.
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Cost center— A group of scrvices or employes, or both, or another
unit or type of activity into which functions of a facility are divided for
purposes ol expense assignment and allocations.

Cost repori—A summary of client occupancy, income and expenses
for a given peiiod, presented in a manner prescribed by the Depart-
ment. In the ICF/MR program, this is an annual preparation of a
Departmental torm, titled Financial and Statistical Report for Skilled
Nursing and Inicrmediate Care Facilities, for fiscal year operation,

Cost settlement—A retroactive adjustment based on a cost report,
made at the end of a reporting period, to bring the interim payments
made to the provider during that reporting period into agreement with
the reimbursable amount payable to the provider for the allowable
scrvices actually rendered to program beneficiaries during that period.
Final adjustment is made after an audit is closed.

Current fiscal year—The fiscal year in which the interim per diem rate
is to be used.

Depreciable assets—Equipment, buildings and fixtures that have a
purchase price of more than $500 and are expected to have a useful life
of more than 1 ycar,

Depreciation —-Apportionment of the value of an asset over its useful
life.

Direct care staff—Staff assigned to perform direct responsibilities
related to activities of daily living, self-help and socialization skills.
Staff involved in regularly scheduled specialized developmental pro-
grams with clients are not included in direct care staff. Professional
staff may be included in direct care staff.

Efficiency incentive—A remuncration to a provider that may be
carned by spending less than projected operating expenses within
specified guidclines.

Facility—A wnon-State operated intermediate care facility for the
mentally retarded or a nonState operated intermediate care facility for
persons with other related conditions.

Iair market rental appraisal—The determination of reasonable pay-
ment to a lessor for a rented space by a qualified real estate appraiser.

Interest—The direct cost incurred for the use of borrowed funds.

interest on capital indebtedness—The direct cost incurred for funds
borrowed for capital purposes. Examples of interest on capital indebted-
ness include acquisition of facilities, equipment and capital improve-
ments. Gienerally, loans for capital purposes are long term loans.

Interest on current indebtedness—The direct cost incurred for funds
borrowed for a relatively short term, usually for purposes such as
working capital for normal operating expenses.
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55§ 0211.4 MENTAL RETARDATION MANUAL Pr. vl

Investiment income—Relurn on funds not expended by the facility wnd
placed with a third party. The term includes interest income from bonds
and savings accounts, premiums and dividends on stock purchases, and
illCOl’l)C from trust agreemcn(s.

Muajor object of expenditure—A gencric classification of costs willin
cost centers including personnel, equipment, operating costs, deprecia-
tion and interest, and apportioned costs.

Management fee-—A charge for general administrative services in-
curred for a common or joint purpose not readily assignable to a
specific cost center.

Practitioner—Salaried or contracted practitioners including physicians,
dentists, podiatrists, occupational therapists and physical therapists.

Prudent buyer—A term for the price paid lor items by a cost-
conscious purchaser in the open market under competitive conditions,

Reasonable costs-—Necessary and proper costs incurred by (he pro-
vider, based on the expectation that the lacility is operated efficienily
and economically.

Related party—An organization rclated to the provider by counnon
ownership or control. Related to the provider means that the provider,
to a significant extent, is associated with, affiliated with or has contiol
of or is controlled by the organization furnishing the services. Common
owncrship exists when an individual possesses signiticant ownership or
equity in the provider and the institution or organization serving the
provider. Control exists where an individual or an organization has the
power, directly or indirectly, to significantly influence or dircct the
actions or policies ol an organization or institution.

Request for proposal—A formal document describing services 1e-
quested that is provided to interested contractors along with infarmation
to enable the preparation and submission ol proposals Tor cvaluation
and selection.

Service contract—An obligation between a provider and supplicer in
which the nature and cost of service is specified, and reimburscment is
not based upon actual units of service provided.

Standard interim per diem rare—The rate established by the Depant-
ment for the purpose of making inferim
pending a year-end cost settlement.

Start-tip costs—Costs incurred by the provider in developing its ability
to Turnish clicnt care services prior to certification of the facility or
admission of the first client.

Unit of service contract—An obligation between a provider and
supplier in which the unit is defined, a price for the wnit is stipulated,
the basis for the price and unit is justified, and reimbursement is basced
upon actual units of service provided.

payments to the facility
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STANDARD INTERIM PER DIEM RATE

§ 6211.11. Basis for standard interim per diem rate.

The standaid intcrim per diem rate for cach provider is based upon the
cost report submitied to the Office of Mental Retardation by the
provider, plus added inflationary factors.

Cross References

This section cited i 55 Pa. Code § 6211.41 (relating to cost reimbursement).

§ 0211.12. Submission of cost report.

(a) The provider shall submit a written report of the costs for the
previous Fiscal Year to the Office of Mental Retardation by September 30
of cach year, unless an extension is granted in accordance with procedures
in the cost report.

{b) The cost report shall reflect at least 12 months of operation.

(¢) The cost report shall be submitted on the form prescribed by the
Department.

Cross References

1his section cited in 55 I'a. Code § 6211.14 (relating to adjustments to cost report); and
S5 Pa. Code § 6211.41 uclating to cost reimbursement).

3 6211.13. Review of cost report.

The Office of Mcental Retardation will review the cost report submitted
by the provider lor correctuess, consistency with previous audits and cost
reports, and compliance with the instructions for the cost report.

Cross Relerences

‘This section cited in 5§ Pa. Code § 6211.41 (relating to cost reimbursement).

§ 6211.14. Adjustments (o cost report.

(1) The Office of Mental Retardation will adjust the cost report based
upon the findings of closed audits and cost scttlements,

(L) ‘T'he Otlice of Mcental Retardation will inform the provider in
writing of adjustments to the submitted cost report by January 1 of each
year, unless an exstension is granted under § 6211.12(a) (relating to
submission of cost rcport).

(¢) If the Office of Mental Retardation does not inform the provider
in writing of adjustments to the submitted cost report by January 1 of
each year, the cost report submitted by the provider is accepted by the
Office of Mental Retardation,
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Cross References

This section cited in 35 Pa. Code § 6211.16 (relating (o establishment of standard interim
per diem rate); and 55 Pa. Code § 6211.41 (relating to cost reimbursement).

§ 6211.1S. Failure to submit cost report. |

If the provider docs not submit a cost report by September 30 of cach
year, or later if an extension is granted by the Department m}dcr ”'IL'
procedures of the cost report, the Office of Mental Retardation will
establish an interim per diem rate for the provider equal to the ‘lowcst
interim rate for any non-State operated intermediate care facility for the
mentally retarded issued for the current fiscal year.

Cross References

This section cited in 55 Pa. Code § 6211.31 (relating to reguest Tor waiver); 55 1’a. Code

N H H L », N &

§ 6211.16 (relating to establishment of standasd interim per diem rate); and S5 1%, Code
§ 6211.41 (relating 1o cost reimbursement).

§ 6211.16. Establishment of standard interim per diem rate. .
(a) The standard interim per diem rate shall be used for hlling
purposes throughout the current fiscal yecar, ‘ o
(b) The standard interim per diem rate shall be cslnbhsl?cd by dwnhng
the total projected operating cost by 98% of the maximum ‘|)().‘-.\Ib|c
number of days based on the number of certified beds of the facility.
(¢) The total projected operating cost is derived under the Tollowing
procedures: . .
(1) Taking the total Medical Assistance allowable costs, including
adjustments for income, and comparing this to lI.\e approved budget
total, or the total projected operating costs if applicable, for the same
fiscal year in order to determine the lesser amount. From. lI?c lesser
amount, subtract depreciation on capital assets, limited to buildings and
fixed equipment, and interest on capital indebtedness. o |
(2) Projecting the amount in paragraph (1) to allow for mllulloq fon
each fiscal year through the end of the fiscal year in which the rate is to
be effective, using a percentage for cach fiscal year specitied by the
Department based upon a projected cconomic forecast, such ac¢ the
Consumer Price Index-W. o N
(3) Adding dcpreciation on capital asscts, limited to buildings and
fixed equipment, and interest on capital indebtedness to the total
projected cost to result in the total projected operating u')st. B
(d) The cost report submitted by the providc.r, n "d‘l"v"..’” t'u
adjustments made by the Office of Mental Rctardation, as specified in
§ 6211.14 (rclating to adjustmen's to cost reporl), shall be used for the
calculation of the standard interimn per diem rate.

[ B0 BN 1]
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Cross References

This section cited in 55 Pa. Code § 6211.18 (relating to upper limits of payment if the

stundard interim per diom rate is used); and 55 Pa. Code § 6211.41 (rclating to cost
rcimbursement).

§ 6211.17. ELrficiency incentive.

(@) An efficiency incentive is allowable if the facility’s actual allowable
costs are less than the total projected operating costs, audit exceptions
total no more than 6% of the facility’s total projected operating costs,
and if the standard interim pgr dicm rate was used in the previous fiscal
year. I the standard interim per diem rate was not used in the previous
fiscal year, no cfficiency incentive is allowed.

{b) Lfficiency incentives shall be based upon actual audited allowable
costs. Efficiency incentives shall be equal to 50% of the difference
between actual and total projected operating costs up to a maximum of
6% of the total actual audited costs for the facility for the fiscal year.

(¢) The Department will not require that the efficiency incentive to be
used Lo offset allowable costs.

Cross Refercnces

This section cited in 55 Pa. Code § 6211.414 (relating to cost reimbursement).

§ 6211.18. Upper limits of payment if the standard interim per diem
rate is used.

If the standard interim per diem rate is used, the provider shall operate
within the total projected operating cost as defined in § 6211.16(c)
(relating (o establishment of standard interim per diem rate). Actual,
allowable and reasonable costs shall be determined at the ‘time of audit, in
accordance with this subchapjer and HIM-15. Total reimbursement is
limited to the sum of verified actual, allowable costs plus the elficiency
incentive payment, if applicable, or the total projected operating cost,
whichever is lower.

Cross References

This section cited in 85 Pa. Code § 6211.41 (relating to cost reimbursement).

WAIVER OF STANDARD INTERIM PER DIEM RATE,

§ 6211.31. Request for waiver.
(a) ‘The provider may submit a request for a waiver of the standard
interim per diem rate if any of the following conditions exist:
(1) The facility has been certificd as an ICF/MR for less than 18

months prior to the closing date of the most recently submitted cost
report.
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(2) There has been an increase or decrease in the certificd capacity
of a facility during the current fiscal year.

(3) An increase or decrease in the certified capacity is anticipated lor
the next fiscal year.

(4) The characteristics of a client have changed significantly causing
significant program changes, resulting in demonstrably different costs.

(5) An unforeseen circumstance has resulted in demonstrably difter-
ent costs.

(6) The facility has changed ownership.

(b) The request for waiver shall be submitied to the Office of Mental
Retardation in writing by March | preceding the fiscal year for which the
waiver is being requested.

(c) A waiver request may not be submitted for more than | fiscal year
at a time.

(d) I there is an unforeseen circumstance that affects the providers’
cost, the request for waiver shall occur during the current fiscal year. The

provider shall request a budget review in writing immediately atier ihe
change occurs.

(e) A written request for waiver shall include all of the following:

(1) ldentification of the specific condition in subsection (a) that
exists,

(2) A proposed budget and a proposed per diem rate, on forms
prescribed by the Office of Mental Retardation of the Department, in
accordance with the budget instructions established by the Office of
Mental Retardation.

(3) A detailed profile of the providers’ costs prior to and after the
change.

(4) Deciailed justification for the waiver.

(5) The fiscal year for which the waiver is being requested.

() For a provider with less than a 12-month cost report who does not
submit a request for waiver, an interim per diem rate will be cstablished
based upon § 6211.15 (relating to failure to submit cost report).

Cross References

This scction cited ir, 55 Pa. Code § 6211.121 (relating 1o submission of the budper).

§ 6211.32. Approved waiver.

(a) After the Department has notified the provider that a waiver has
been granted, thez Department will establish the total approved revised
budget level.

(b) If a waiver is granted, the Oflice of Mental Retardation will
establish budget levels by major object of expenditure and cost center,
The budget level will be based on this chapter and HIM-15,
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(¢) 1f a waiver is granted, the Office of Mental Retardation will
establish an intcrim per diem rate by dividing the total approved budget
level minus offsctting income, by 98% of the maximum potential certified
cccupancy or the occupancy percentage requested by the provider in the
budget, whichever is higher.

(d) If a waiver is granted, the interim per dicm rate shall be used for
billing purposes throughout the fiscal year.

§ 6211.33. Denied waiver.

(a) After the Department has notified the provider that a waiver has
been denied, the provider shall use the standard interim per diem rate, as
specified in § 6211.15 (relating to establishment of standard per diem
rate). .

(by Il a waiver is denied, the provider may appeal the denial within 30
calendar days of the mailing datc of the Department’s notice of the
waiver dcnial.

§ 6211.34. Upper limits of payment if a waiver is granted.

(a) I a waiver is granted and the budget is usced to establish the
interim per diem rate, the provider shall operatc within 10% of the
approved budget levels for major object of expenditure and cost center as
defined in § 6211.123 (relating to major objects of expenditure and cost
centers within the budget).

(b) Actual, allowable, and reasonable costs shall be determined at the
time of the audit in accordance with this subchapter. Total reimbursement
is limited to the sum of audited actual allowable costs or the total
approved budget level, whichever is lower.

() An clTiciency incentive is not available if a waiver of the standard
interim per diem rate is granted.

REIMBURSEMENT

§ 6211.41. Cost reimbursement.

(2) Subjcct 10 the limitations specified in §§ 6211.11—6211.18 (relating
to standard interim per diem rate), the [facility will be reimbursed
allowable operating costs, including allowable depreciation and in?ercst on
capital indebtedness, up to the established total projected opcrallllg cost.
If a waiver is granted and a budget is used to cstablish the interim per
diemt rate, the facility will be reimbursed for allowable costs up to the

limits of an approved budget.

6211-11
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(b) The amount of reimbursement for allowable operating costs,
including depreciation and interest, may not exceed the level of operating
costs the Department dctermines to be rcasonable and adequate 1o mcet
the costs that an ciliciently and economically opcrated facility incurs in
meeting applicable State and Federal law and quality and safety «ian-
dards.

(¢) Costs that arc not recognized as allowable costs in a fiscal vear
shall not be carried forward or backward to other fiscal ycars for
inclusion in allowable costs.

§ 6211.42. Allowsable costs.

(@) A facility’s dircct or indirect allowable costs related to client care
arc considered in the finding and allocation of costs to the Medical
Assistance Program for its cligible recipients.

(b) Total allowable costs of a facility shall be apportioned between
third-party payors and other clients so that, within the limits ol this
subchapter, the share borne by Medical Assistance under Title XIX of the
Social Security Act (42 U.S.C.A. §§ 1396—1390p) is based upon those
actual services and costs related to Medical Assistance clients. Allowable
costs shall be apportioned by multiplying the interim per diem cost by the
number of eligible clicnt days For Medical Assistance clients.

(¢) The provider is responsible lor the accounting of all costs and
services. All miscellancous costs shall be documented and justified to the
Department. Allowable costs do not include charity, in-kind and courtesy
allowanccs.

(d) If, under Mecdical Assistance principles, there is more than one
method for handling a cost item, the method initially clected by the
provider shall be followed consistently in subscquent reporting petiods,
unless there is prior written justification and approval from the Depart-
ment for using a different method.

§ 6211.43. Cost reporting.

() The facility shall identify, for cost finding, allowable direct,
indirect, ancillary, and rclated organization costs that apply to cliem care,

(b) The facility shall submit a cost report, to the Department in
accordance with Departmiental requirements. The cost report must be
based on financial and statistical records maintained by the lacility. The
cost information contained in the cost report must be current, accurale,
and in sufficient detail to support the claim for reimbursement, 1f any of
the cost report instructions are inconsistent with the subchapicr, the
provisions of this subchapter shall apply.

(¢) A cost report must be submitted to include any costs in a fiscal
year.

£ 10
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§ 0211.44. Financial records.

(a) The facility shall maintain adequate financial and statistical records
and for determination of costs payable under the Medical Assistance
Program.

(b) The facility shall maintain at least all of the following records:

(1)  General financial ledgers, journals, and books.

(2) Original evidence of cost, such as purchase requisitions, purchase
orders, vouchers, vendor invoices, requisitions for supplies, inventories,
time cards, payrolls, and bases for apportioning costs, that relate to the
determination of reasonable costs and that are auditable.

(3) Alocated administrative costs.

{4) Rccords relating to cach cost report for the past 4 years a cost
report was submitted to the Department.

(8) Cash disburscment journal.

(6) Cash receipts journal.

(7)  Payroll journal or computer printout.

(8) Fixed asset ledger or cquivalent.

(9 Inventory control record.

(10)  Chart of accounts that parallels or cross-walks to the budget
format issued by the Department.

(11)  Statement listing all sources of revenue to the facility, including
Federal, State, local, and private sources.

(12) Accounting records for the past 4 years.

(13) Documentation of employe compensation, by facility positions
and functionally equivalent Commonwealth positions.

§ 0211.45. Disclosure.

(2) Il costs have been allocated between programs and supporting
services, disclosure shall be made in accordance with generally accepted
accounting principles.

(L) Il the facility is a controlling organization, disclosure of the
affiliatc cxistence and its relationship to the established intermediate care

facility for the mentally retarded shall be made, including the nature of
any financial transaction between the affiliate and the facility,

§ 06211.46. Financial statement.

() Agcncies operating facilities in different locations with a consoli-
dated financial report shall designate cost centers for each location in the
stalement of financial activities. In addition, information accompanying

the financial statement shall include the basis used in allocating income
and expenses 1o cach location.
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