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Executive Summary
Pursuant to Act 55 of 2013, the Department of Human Services 1 (Department) was
required to convene a Task Force to develop recommendations for a methodology
to determine reimbursement for actual and projected costs of child welfare services
which are reasonable and allowable.
Written recommendations as to the
methodology for the purchase of out-of-home placement services from providers
were provided to the General Assembly on May 2, 2014. Written recommendations
for a methodology for other purchased services are due by December 31, 2014.
The Department convened a stakeholder Steering Committee to provide guidance
to the Task Force and developed a charter to drive the purpose and goals of the
Task Force. A period of extensive research and analysis followed, including a
review of other state processes and a review of multiple rate methodology options.
Members agreed that a collaborative process driven by a renewed and common
purpose to the delivery of services while understanding the unique challenges of all
system partners was required.
Ad hoc workgroups were established to develop the detailed recommendations of
an agreed-upon rate methodology framework to the General Assembly as follows:
•

•

•

Cost Reporting—development of standard guidance for the cost reporting of
other purchased services. Standard guidelines ensure that providers’ actual
and tentative projected costs are presented to counties in a format that
assists with determinations of reasonableness and allowability of costs for
state funding
State Review Process—includes recommendations which strengthen the
existing Needs-Based Plan and Budget review process and identifies
education and training needs, specifying whose role it will be to provide the
education and training, as well as the means to complete it
County Review Process—the development of a transparent county review and
negotiation process that aligns the need for services, provider quality and the
reasonableness of costs as essential elements, while taking into account the
timing of the Needs-Based Plan and Budget submission

The Task Force also recommends that a review team consisting of county, state and
provider agency members be convened on a regular basis to review implementation
of the rate methodology process and make recommendations for improvements.

1

Act 132 of 2014 amends the Public Welfare Code of June 13, 1967 (P.L.31, No.21), changing the name of the Department of Public Welfare to
the Department of Human Services.
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1. INTRODUCTION
The protection of children from abuse and neglect is part of the core mission
of the Department and requires a close partnership with service providers,
the counties and the Commonwealth. The Department is responsible to
ensure the availability and equitable provision of adequate public child
welfare services for all children who need them pursuant to the Public
Welfare Code. In addition, the Department is responsible to reimburse
counties for expenditures incurred in their performance of the delivery of
child welfare and juvenile justice services.
In meeting this mandate, counties utilize a broad array of private service
providers to meet the individualized needs of children and families. Private
providers may operate as non-profit or for profit, may offer regulated or
non-regulated services and vary greatly in size and organizational structure.
Pennsylvania takes pride in having this responsive and vital private provider
community. The diversity of services offered and delivered reflects the
varied needs of families and their children, as well as the creativity exercised
by counties in responding to these needs.
County Children and Youth Agencies are responsible to administer their
programs consistent with the following provisions:
•
•
•
•
•

Services designed to keep children in their own homes, prevent abuse,
neglect and exploitation and help overcome problems that result in
dependency and delinquency
Temporary substitute placement in foster family homes and residential
child care facilities for a child in need of care
Services designed to re-unite children and their families when children
are in temporary, substitute placement
Services to provide a permanent legally assured family for a child in
temporary, substitute care who cannot be returned to his or her own
home
Service and care ordered by the court for children who have been
adjudicated, dependent or delinquent

One of the most significant reforms in the history of Pennsylvania’s juvenile
justice system occurred in 1995, when the purpose of the system was
fundamentally redefined during a special legislative session on crime.
Juvenile justice services are to be provided in response to the purpose
clause of the Juvenile Act to effectuate the following objective:
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“…consistent with the protection of the public interest, to provide
for children committing delinquent acts, programs of supervision,
care and rehabilitation which provide balanced attention to the
protection of the community, the imposition of accountability for
offenses committed, and the development of competencies to
enable children to become responsible and productive members
of the community.”
These provisions of the Juvenile Act are based upon the following principles,
which are at the foundation of our Balanced and Restorative Justice mission:
•
•

•

Accountability – When a youth commits an offense, the youth incurs
an obligation to repair the harm that has been done to the individual
crime victim and the community to the greatest extent possible.
Competency Development – Youth who enter the juvenile justice
system must be provided with services designed to enable them to
become responsible and productive members of their communities by
enhancing their pro-social, moral reasoning, academic, workforce
development, and independent living skills.
Community Safety – The juvenile justice system has a responsibility
to protect the community from known juvenile offenders through a
wide range of prevention, treatment, supervision, and control options
that correspond to the risk and treatment needs presented by
individual offenders.

In an effort to enhance the implementation of Balanced and Restorative
Justice, the Pennsylvania Council of Chief Juvenile Probation Officers,
Juvenile Court Judges’ Commission and Pennsylvania Commission on Crime
and Delinquency have developed a strategy to employ evidence-based
practices throughout the juvenile justice system, known as the Juvenile
Justice System Enhancement Strategy (JJSES). The following Statement of
Purpose for Pennsylvania’s JJSES was unveiled at the 2010 Pennsylvania
Conference on Juvenile Justice:
JJSES STATEMENT OF PURPOSE
We dedicate ourselves to working in partnership to enhance the capacity of
Pennsylvania’s juvenile justice system to achieve its balanced and
restorative justice mission by:
•

Employing evidence-based practices, with fidelity, at every stage
of the juvenile justice process
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•
•

Collecting and analyzing the data necessary to measure the
results of these efforts, and with this knowledge
Striving to continuously improve the quality of our decisions,
services and programs

The JJSES emphasizes the use of valid and reliable screening and
assessment instruments to measure a juvenile’s risks and needs, and to
develop strength-based dispositional recommendations and case plans to
address them. This component of the JJSES will be increasingly important in
helping to ensure that the court is well-prepared at every dispositional
hearing to meet the Juvenile Act and procedural rule mandates to state on
the record in open court and to include in its order: its disposition, the
reasons for that disposition, and if the juvenile is to be removed from the
home, the name or type of agency that is to provide care, treatment,
supervision or rehabilitation to the juvenile, its findings and conclusions of
law that formed the basis of its decision, including why the court found that
the out-of-home placement ordered is the least restrictive type of placement
that is consistent with the protection of the public and best suited for the
juvenile’s treatment, supervision, rehabilitation and welfare.
The Department joins the many agencies and organizations that have
endorsed the JJSES Statement of Purpose, and will support services and
activities to implement Pennsylvania’s JJSES.
Child welfare and juvenile justice services are funded by federal, state and
local governments. The Department is required to maintain necessary
documentation to support the reimbursement of these services through
federal and state funds. Furthermore, the Department is accountable to the
tax payers of the Commonwealth and must ensure that state and federal
funds are used to support allowable services. The Department is also
responsible for the licensure of certain child welfare services and is to make
recommendations which lead to improved safety, permanency and wellbeing outcomes for children and families in addition to community
protection, competency development and accountability outcomes for youth.
To ensure the availability and sustainability of these services, pursuant to
Act 55 of 2013, the Department was required to convene a Task Force to
develop recommendations for a methodology to determine reimbursement
for actual and projected costs of purchased child welfare and juvenile justice
services, which are reasonable and allowable. The Task Force submitted
written recommendations for the methodology to determine reimbursement
for out-of-home placement services to the General Assembly on May 2,
2014.
December 24, 2014
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The purpose of this document is to transmit the required report specific to
the cost of other purchased services to the General Assembly by December
31, 2014. This report includes an overview of the discussions that occurred
during the Rate Methodology Task Force (Task Force) Meetings held
beginning June 10, 2014.
For the purpose of this report, other purchased services are defined as
non-placement child welfare services provided to dependent and delinquent
children and/or their families; commonly referred to as in-home and intake
services. 55 Pa. Code §3140.33 (1) provides examples of in-home and
intake services which include, but are not limited to: child protective services
– child abuse and general, counseling/intervention services, day care
services, day treatment services, homemaker/caretaker services and life
skills education. In an effort to clearly document the research conducted to
develop a rate methodology recommendation, all non-placement child
welfare services are referred to as ‘other purchased services’.
Upon approval of the charter, including the purpose, goals and objectives of
the Task Force, the Task Force identified the need to gather relevant
information specific to federal and state requirements related to the
reimbursement of other purchased services, as well as a review of other
states’ processes, provider service arrays, determinations for contracted
county-based services and other related concepts. As a result of the
information gathered, the Task Force conducted an analysis of all relevant
information and determined the need to convene several ad-hoc workgroups
to address different aspects of a Pennsylvania-specific model for determining
the purchase of other services beyond out-of-home placement services. A
summary of the detailed work completed by each workgroup is included
within the larger report.
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2. BACKGROUND
On July 9, 2013, Governor Tom Corbett signed House Bill 1075, enacted as
Act 55 of 2013. Act 55 of 2013, in part, amended the Public Welfare Code
by adding a new section, 62 P.S. § 704.3. This section requires a provider
to submit documentation of its cost of providing placement services to the
Department and authorizes the Department to use this documentation to
support the claim for federal and state reimbursement. Pursuant to Act 55
of 2013, the Department was also required to convene a Task Force to
develop recommendations for a methodology to determine reimbursement
for actual and projected costs of child welfare and juvenile justice services
which are reasonable and allowable. On May 2, 2014, the Task Force
provided written recommendations regarding the methodology for purchase
of out-of-home placement services from providers, as well as related
payments. The recommendations for other purchased services are due by
December 31, 2014.
To fulfill the statutory requirements of Act 55 of 2013 specific to the
convening of the Task Force, the Department convened a stakeholder
Steering Committee (Refer to Appendix A) whose initial purpose was to
review the legislative requirements and identify potential Task Force
members for appointment by the Secretary. The Steering Committee’s
ongoing purpose was to provide guidance to the Task Force in developing a
comprehensive set of recommendations for a methodology to identify the
actual and projected costs of service delivery which are reasonable and
allowable. Additionally, the Steering Committee was responsible for joint
development of meeting agendas and the development of an ongoing
communication plan to ensure that information was gathered from and
disseminated to counties and providers, resolving any issues that arose.
The first task of the Steering Committee was the drafting of a charter that
would serve as the foundation to drive the work of the Task Force.
In developing the charter, the Steering Committee first needed to identify
the problem that was to be addressed and agree on a statement of that
problem. The following Problem Statement was subsequently approved by
all Task Force members and became the framework for future meetings and
discussions. A set of unifying principles were developed for use in guiding
the discussions to ensure that all members had overarching agreement on
the core elements of a cost methodology for both out-of-home placement
and other purchased services. In addition, all members achieved consensus
on the following goals to facilitate targeted and meaningful discussion and as
a way to ensure the achievement of agreed-upon outcomes. A copy of the
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full charter, which includes the appointed members of the Task Force, is
included as Appendix A.
2.1 Problem Statement:
The provision of services to children under the care and jurisdiction of
child welfare and juvenile justice is complex. There are funding
challenges, evolving statutory and regulatory requirements, the need
for increased accountability, shifts in priorities and, most importantly,
increasing diversity, complexity and immediacy of the needs of
children, youth and their families.
The Department’s rate methodology and related regulations, bulletins
and transmittals must have a comprehensive review. The Task Force
has an opportunity to make changes to improve the system’s
strengths and coordination and decrease its deficiencies due to
incremental changes over the past twenty years.
2.2 Goals:
•
•
•

•
•

•
•
•

To develop a fair and equitable process to set and reimburse
provider rates
To increase awareness of the Task Force members as to operational
and budgetary realities and constraints at all levels – providers,
counties, state and federal
To address budget and contracting concerns in an open and
transparent process that validates the partnership and relationship
among providers, counties and the Department in responding to the
public mandates addressing child safety and community protection
To consider funding implications related to the implementation of
juvenile justice initiatives
To develop a defendable methodology addressing the purchase-ofservice process between counties and providers, including
identification of all costs based on actual and projected costs that
are reasonable and/or allowable
To clearly identify the protocols to be followed to ensure that
documentation requested from service providers and counties is
sufficient to support claiming for state dollars
To develop a fiscal reporting format that captures necessary data in
a consistent and well-defined process
To develop recommendations as necessary for statutory and
regulatory changes to support the process and protocols developed
by the Task Force
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•
•
•
•
•
•

To consider funding implications related to the implementation of
current and future federal and state statutes and regulations
To model a productive and respectful process supporting broad
systemic change that is to the benefit of the populations served and
is reflective of the differences in the entities involved
To consider the implications of the federal Title IV-E Waiver, being
implemented in Pennsylvania as the Child Welfare Demonstration
Project initiatives, evolving in select counties
To consider funding implications related to implementation of the
Human Services Development Block Grants, as they specifically
relate to child welfare and juvenile justice
To consider funding implications related to the Child Welfare
Demonstration Project as it specifically relates to child welfare and
juvenile justice
To consider funding implications and options related to emerging
practice precepts such as performance-based contracting and
outcomes-based payment contracts as they relate to equity in
access to services, as well as consistency in access to funds

2.3 Task Force Formation:
Act 55 of 2013 mandated that the Task Force be convened within 60 days of
the effective date of the legislation. While the Steering Committee began
meeting in July of 2013, the Task Force was officially convened on
September 4, 2013. Meetings were conducted on a bi-weekly basis through
March of 2014 for the development of the rate methodology for out-of-home
placement services. An educational webinar was held at the end of May to
present the proposed methodology to the broader provider community.
The Task Force resumed meeting in June to accomplish the work effort for
other purchased services.
As indicated in the charter, Task Force
membership has been fluid to meet the expertise needed to accomplish both
scopes of work. Additional representation from the provider community
broadened the experience needed to develop the methodology for the other
purchased services recommendations. Recognizing that the Task Force was
mandated as a result of systemic funding challenges, considerable time has
been spent throughout the entire process building a collaborative and
unifying environment resulting in the development of a comprehensive set of
recommendations. It is important to note the time commitment of the Task
Force members to this process.
It was also necessary throughout this process to gain an appreciation of the
perspectives of represented system partners to ensure that all members
December 24, 2014
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shared a common understanding of the current landscape. As such, each of
the three system partners presented information that was specific to their
role.
(Refer to Appendix B)
Representatives from the Department
provided an overview of federal and state funding available to support other
purchased services.
Federal funding includes Temporary Assistance to
Needy Families, Social Services Block Grant (Title XX), Title IV-B, and Child
Welfare Demonstration Project funds.
Emphasis around state Act 148
allowable and non-allowable costs was provided with detail on the
parameters for state reimbursement of services. Representatives from the
Pennsylvania Children and Youth Administrators, Inc. emphasized that
specific county needs are identified through data analysis and assessment
which are used to drive the provision and purchase of services locally.
As a result of the unique needs of communities, there is a need for robust
provider-delivered services that are flexible in nature. The Pennsylvania
Council of Children, Youth and Family Services and the Rehabilitation and
Community Providers Association presented on the challenges being faced
by service providers. Providers shared challenges faced due to delays in
contract execution and reimbursement for services.
After discussing the past and current system challenges, the Task Force
focused on the development of a vision for the future to support improved
outcomes for children and families. Members agreed that there was a need
to look toward enhancing a collaborative process that is driven by a renewed
and common purpose to the delivery of services while understanding the
unique challenges of all system partners. Task Force members identified the
need to gather information related to different rate methodologies and how
those methodologies were implemented within other states. As a result,
Public Financial Management, Inc. (PFM) provided consultative services
during the development of the recommendations for other purchased
services.
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3. DEVELOPING THE COMMONWEALTH FRAMEWORK
After the submission of the initial report to the General Assembly on May 2,
2014, the Task Force resumed meeting on June 10, 2014 to begin
developing the recommendations for other purchased services. The critical
importance of establishing a defendable and accurate methodology was
highlighted, with an emphasis on the need to provide services in a flexible
manner and with an emphasis on quality.
3.1 Rate Methodology—Competing Motivations:
The Task Force considered various motivations involved when establishing a
provider rate methodology. These motivations can be summarized in the
following categories:
•
•
•

•

Government Spending: Emphasis is on efficiency, cost containment,
increased accountability, reduced fraud, balanced budget and
optimizing multiple funding streams
Quality Control: Emphasis is on high quality service provision, use of
evidence-based practices, individualized services, client choice and
provider flexibility and capacity
Equity and Politics: Emphasis is on geographical equity,
disproportionately favoring one type of service or delivery method,
trends over time, stakeholder satisfaction, compliance with federal,
state or local instructions/initiatives and positive relationships with
providers
Simplicity: Emphasis is on stability from year-to-year, common rates
for all providers or certain provider types, standardized method and
limited reporting requirements

The Task Force members identified elements in all of these motivations that
are desirable in the Commonwealth methodology. There was a high level of
agreement that quality is a key factor in determining a methodology, as well
as the need to consider simplicity to the degree possible without sacrificing
the ability to meet federal and state funding requirements.
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3.2 General Framework for a Provider Rate Methodology:
Very similar to the analysis of methodologies for out-of-home placement
services, the Task Force considered options that exist in establishing a rate
methodology framework for other purchased services. In reviewing the
different methodologies, it became evident that the framework could be
broken into two core concepts. The first concept was focused on the manner
in which provider costs were assessed:
•
•

Provider-Independent: Rates are based on a single rate that may be
set for all providers and not on specific provider costs
Provider-Dependent: A provider’s rate is linked to the same provider’s
costs

The Task Force favored a provider-dependent concept which has been
utilized successfully in the Commonwealth. With such diversity in economics
and service populations across the counties, it is important to encourage and
support continued variety among our provider population. Often, providers
consult with counties to discuss the specific needs of the children and
families they serve to establish or modify existing programs to meet those
needs. This process supports the ability of providers to be responsive to the
local needs of the county. As a result, service delivery is improved. The
Task Force also recognized that this method appeared to be more precise in
its administration and allowed for the possibility of full reimbursement to
each provider.
While provider-independent approaches can address economic and service
population diversity by establishing rates based on geographical and service
specificity, it fails to address the ability providers currently have to craft
programs to meet each county’s individual needs. A one size fits all
approach often fails to effectively meet the particular needs of the children
and families counties served.
It was recognized that a provider-dependent approach does require state
and county oversight to ensure the continued allowability and
reasonableness of costs, as state and county fund availability is an ongoing
concern.
The second concept was based on the manner in which provider costs are
projected:
•

Prospective: Rates are based on an extrapolation of historical costs or
based on budgeted costs
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•

Retrospective: A provisional rate is set and then adjusted after the
current fiscal period

The Task Force favored a “prospective” approach in developing a
methodology. Utilizing current cost data was viewed as a more reasonable
basis for establishing rates. Time was spent discussing potential strategies
for alleviating the downside of this approach, which is the concern over
changing costs and examining how to allow for this factor through a forwardthinking methodology.
3.3 Methods of Generating Rates:
The Task Force was presented with various methods that are commonly
used to establish rates. The following methods were included in this
discussion:
•
•
•
•

•

•

Cost-based Pricing: Pricing based on historical or budgeted costs (can
generate provider-dependent or provider-independent rates)
Component Cost Analysis: Generate a provisional rate based on
estimated costs to providers (i.e. through analysis of necessary inputs
and market price of those inputs for a hypothetical service provider)
Budgeting: Generate rate based on provider's budgeted costs for the
future (currently used by the Commonwealth)
Negotiated Rate: Either the state publicizes a range and providers
negotiate individual rates or providers propose a rate based on budget
and then negotiate with the state (the county in the case of the
Commonwealth)
Aggregate Rate Agreement: Set an average cost-based rate for all
participating providers. Providers who opt out of the agreement
receive the lesser of the aggregate rate or an individually approved
budget amount
Flat Rate: Rate is set by dividing available funds by anticipated
caseload or utilization. One rate for all providers for each service type

In discussing the above methodologies, it was agreed that many of the
concepts are not mutually exclusive, and that often a state’s methodology
contains elements of several different categories. In the Commonwealth,
provider rates have traditionally been set using elements of both budgeting
and rate negotiations. The Task Force focused on two key areas during
discussions of methodologies:
•

historical cost-based system was considered desirable given providers
concerns about being reimbursed for their actual cost of care
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•

Both the provider and county representatives agreed that they did not
want to lose the ability for providers to individually negotiate rates
with county agencies

In terms of generating rates, the Task Force also discussed:
•
•
•

3.4

Statewide Pricing (same price across the state)
Peer-Group Pricing (same prices for designated peer agencies based
on factors such as geography and service)
Provider Specific Pricing (individual pricing by provider). Similar to the
discussion on provider dependent methodologies, the Task Force
favored Provider-Specific Pricing as part of a Commonwealth
methodology.
Needs-Based Plan and Budget Process

Act 30 of 1991 mandates an annual needs-based plan and budget process.
62 P.S. §709.2 (b) (relating to Review of County Submissions), requires the
Department to consider whether the county’s plan and budget is reasonable
in relation to past costs, projected cost increases, number of children in the
county, number of children served, service level trends and estimates of
other sources of revenues.
The plan outlines all services for both delinquent and dependent children, as
well as staffing needs for the child welfare agency and various administrative
and operations costs. The budget portion of the plan provides projections
related to federal, state and local funds which will be used to support
planned services. Allocations of state and federal funding, which constitute
the majority of dollars used by counties to purchase in-home and
community-based services from private providers, are secured through this
Needs-Based Process.
In creating the Needs-Based Plan and Budget submission, counties are
expected to review data and explore trends while working collaboratively
with service providers, consumers and their Child Welfare Advisory Board.
Justification should support current practices and the impact of any
additional resources, the steps taken in determining the resources being
requested and how those requested resources will meet identified needs.
There is a sequence of steps to follow in developing the budget request. The
automated system is designed to enable the reviewer of the plan and budget
forms to identify the specific service needs and associated costs. The plan
will be reviewed by the Department’s Office of Children, Youth and Families
December 24, 2014
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(OCYF) according to the plan review criteria described in 55 Pa. Code §
3140.17. Through its regional Offices, OCYF will work with counties to
monitor and evaluate both the assessment of needs and the Needs-Based
Plan and Budget throughout the year. The goal of the process is to create
an ongoing dialogue which will ensure consistent plan implementation,
timely plan and budget adjustments and a smooth transition into next year’s
plan development process.
3.5 Return on Investment Studies Regarding Other Purchased
Services:
From June to July 2014, PFM reached out to several states and to experts in
the field to determine if other states have measured the return on
investment (ROI) of other purchased services.
This outreach, along with a general review of the research, found that there
are not any known ROI or “business-based” evaluations of other purchased
services to date. Though there are plenty of states evaluating services
based on outcomes, the traditional evaluation approach does not include any
analysis of the total cost of inputs, which is a necessary element for
determining ROI. However, several experts from Casey Family Programs
noted that although ROI studies have not been completed specifically for
other purchased services, the concept of measuring ROI is starting to gain
traction among state child welfare and juvenile justice programs nationally.
PFM and several Task Force members did provide the Task Force with
examples of cost analyses that had been completed by child welfare and
juvenile justice programs. Three examples have been detailed below:
•
•
•

Casey Family Programs’ Report on Cost Savings of Waiver
Interventions
Colorado’s Annual Evaluation of their Core Services Program (other
purchased services equivalent)
Washington State Institute for Public Policy’s Cost Analysis of Several
Evidenced-Based Juvenile Corrections Programs in Washington

Casey Family Programs Cost Savings Report
Casey Family Programs (CFP), in partnership with the California EvidenceBased Clearinghouse for Child Welfare (CEBC) completed an initial review of
several evidence-based programs utilized by Child Welfare Demonstration
Project states, which included the cost-savings from those interventions.
December 24, 2014
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(CFP also looked at waiver interventions with and without effectiveness data
and without cost savings data.) The interventions were broken up into three
categories:
•
•
•

Well-Supported by Research Evidence
Supported by Research Evidence
Promising Level of Research Evidence

A list of these interventions and their cost savings descriptions are included
as an addendum. (Refer to Appendix D)
Colorado’s Core Services Program Evaluation
Colorado’s Department of Human Services (DHS) is required to complete an
annual evaluation of the overall effectiveness and the cost efficiency of its
Core Services Program.
Service outcomes measured by DHS for this program include:
•
•

“Successful” outcomes – all or nearly all treatment goals are met
“Partially successful” outcomes – service authorizations are closed
when a client made some progress while in treatment but all treatment
goals were not met

DHS also measures the total children/youth who remained in their homes or
who were placed with relatives at the end of the Core Services Program, as
well as child safety goals and reunification levels. DHS also evaluates the
cost of the Core Services Program by contract type:
•
•
•

Fee-For-Service Contracts
Fixed-Rate Contracts
County-Provided Contracts

Washington’s Juvenile Court Cost Analysis
In 2009, the Washington State Institute for Public Policy (WSIPP) analyzed
the costs of five evidence-based juvenile court programs:
•
•
•

Aggression Replacement Training
Coordination of Services
Functional Family Therapy
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•
•

Family Integrated Transitions
Multi-Systemic Therapy

WSIPP reviewed average program costs as well as the costs to implement
and maintain programs and examined a costs analysis model.
The costs of twelve, distinct program components were surveyed and
statewide variations in costs were accounted for, as appropriate, such as
differences in salaries, geographic distances, etc. According to the report,
average program costs could, in theory, be used to “estimate the number of
youth who can be served for a given amount of funding.”
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4. REVIEW OF OTHER PURCHASED SERVICES PROCESSES
IN OTHER STATES AND IN OTHER PENNSYLVANIA
DEPARTMENTS
The Task Force reviewed how specific states, New York City, and other
Pennsylvania departments currently identify, track and report other
purchased services.
For consistency, this research focused on those states that the Task Force
reviewed for the recommendations provided in the initial report for the rate
methodology for out-of-home placement services. Like Pennsylvania, many
of these states are in the early stages of developing a methodology for other
purchased services or have not yet begun to do so.
Identified elements from this analysis applicable to developing the rate
methodology for other purchased services include:
•
•
•
•
•
•

Establishment of clear timelines for submission, review and final
analysis of costs
Utilization of a third party provider audit to support actual costs and
practice decisions regarding allocation of costs
Reinforcement of the value and need for individual provider and county
negotiations
Creation of an allowance for regional/county variations in rates
reflecting geographic locations, contract specifications and county
specific requests
Development of standard guidelines to support submission of needed
information in a streamlined and efficient format
Consideration of quality, outcomes and performance in the rate
methodology process

Below is a summary of the information reviewed:
4.1

California

Child welfare services are county-administered in California. In September
2012, the state’s Department of Social Services (CDSS) launched a
Continuum of Care Reform (CCR) effort which will ultimately lead to system
and legislative changes, including, but not limited to:
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•

Recommending revisions to the state’s current rate setting system,
services and programs serving children and families in the continuum
of Aid to Families with Dependent Children-Foster Care eligible
placement settings

Based on the information provided, the CCR effort has yet to address other
purchased service rates.
4.2

Colorado

Child welfare services are county-administered in Colorado. The state
provides “core services” for children who are "at imminent risk of being
placed out-of-home.” Core services are included under the state’s set of
family preservation services and are meant to provide eligible families with
alternative problem-solving techniques, child-rearing practices and
responses to stressful living situations. Core services include types of
services such as intensive family therapy, life skills, day treatment, mental
health services, substance abuse treatment services and aftercare services.
Based on the information provided, Colorado has yet to address establishing
rates for these services.
4.3

Florida

Child welfare services are state-administered in Florida. Other purchased
services in Florida include family preservation services and post-placement
supervision, as well as services provided to children and their families to
prevent a child from either entering the child welfare system or to prevent
the possibility of a child being abused, neglected or abandoned. They also
include services for children who are returning home after being in an outof-home placement and for their families.
Based on the information provided, Florida has yet to address establishing
rates for these services.
4.4

Georgia

Child welfare services are state-administered in Georgia.
Georgia’s
Department of Human Services, Division of Family and Children Services
(DCFS), has specific rates for other purchased services, which are set after
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researching local industry rates, as well as other, similar comparable
Medicaid service rates.
4.5

Iowa

Child welfare services are state-administered in Iowa. The Iowa Department
of Human Services (DHS)’ Child Welfare Services Division contracted with
eleven family centered providers in State Fiscal Year (SFY) 2013 to provide
other purchased services to families and children. Rates for these services,
as of SFY 2013, vary based on the type of service that is provided.
For Safety Plan Services, which are provided during child abuse
assessments, there is a defined unit rate and the unit of service is defined as
15 calendar days.
For Family Safety, Risk, and Permanency Services, contractors receive a
monthly payment amount for each full calendar month a case is opened and
approved for services and for which he/she meets minimum monthly service
delivery requirements.
For Aftercare Services (Iowa Aftercare Services Network), which are services
and support to youth, age 18-21 years old, who were formerly in foster
care:
•
•

4.6

Limited payments are made to the youth for direct expenses that must
support goals of the self-sufficiency plan
Contractors are paid for performance, the obtainment of the services,
and the outcomes described in the contract
Maryland

Child welfare services are both state and county-administered (hybrid) in
Maryland. Maryland’s Department of Human Resources oversees social
services programs which are administered in each county and Baltimore City
through local departments of social services. Maryland’s Department of
Human Resources provides discretionary funding for other purchased
services to the state’s twenty-four jurisdictions, based on the size of the
jurisdiction’s caseload. Each jurisdiction receives flex funding, which is
allocated based upon caseloads and must be used for direct services.
Services may include child protective services, alternative response services
and consolidated services. There is, however, no specific rate methodology
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currently in place for children and families who are receiving child welfare
services alone.
4.7

Michigan

Child welfare services are state-administered in Michigan. Michigan provides
In-Home Care Programs to children and their families as an alternative to
out-of-home placement. In-Home Care Programs are community-based
programs that are funded annually by the state’s Child Care Fund Monitoring
Unit, based upon the particular program and eligibility criteria for the child.
Michigan is currently developing a Request For Proposal to determine a case
rate for placement services that are tied to outcome measures. In February
2014, the state released a report which identified performance measures for
both in-home and out-of-home services.
Michigan has not yet developed a methodology for its In-Home Care
services.
4.8

Missouri

Child welfare services are state-administered in Missouri. The Missouri
Department of Social Services (DSS), Children’s Division, provides Intensive
In-Home Services (IIS) to eligible children and families. IIS are short-term,
intensive, home-based, crisis intervention services that are provided under
the umbrella of the state’s Family-Centered Services.
The state sets maximums for competitive bids, which are based on various
factors, such as daily rates, employees, overhead, etc.
In 2005, DSS identified an average cost for services, estimating that an IIS
costs $1,990 per child. This was based on the direct cost of the intervention
and the indirect staff time incurred by the state for one child. In each fiscal
year, contractors can request a mid-year increase, as needed, which is
subject to state approval.
IIS outcomes are monitored through a quarterly Peer Record Review
process. A sample of IIS cases are reviewed quarterly in each region.
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4.9

New York

Child welfare services in New York are county-administered. For every dollar
spent on other purchased services, the state pays 62% of the cost and the
county pays 38%. In New York, other purchased services are identified and
determined based upon the needs of children and their families through
assessments and service planning.
Services are tracked through Uniform Case Records which are
comprehensive. They include all assessments and service plans, progress
notes, an account of all family and children’s services delivered to the child
and family, as well as documentation of judicial and administrative
proceedings related to the child and his/her family.
4.10 New York, NY
New York City’s Purchased Preventive and Rehabilitative Services (PPRS)
encompass services that seek to prevent the need for removal or foster care
placement. These services are funded on a line-item, per slot basis.
•
•
•

A slot is defined as the capacity to carry a case (i.e. family) at any
point in time
The duration that a slot program is funded varies based on the length
of the funded service intervention
PPRS services are time-limited and the average length of service
ranges from four to twelve months

Each PPRS contract contains an award for a certain number of slots and the
price per slot is determined by model staffing requirements and caseloads.
PPRS outcomes are monitored. Outcomes monitored include utilization,
referrals, rejections, case closure reasons and repeat maltreatment and
removal rates. Corrective action is taken if providers do not meet the
established goals.
4.11 North Carolina
Child welfare services are county-administered in North Carolina and
supervised by North Carolina’s Division of Social Services.
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For other purchased services, counties engage in a competitive procurement
process to provide four evidence-based interventions:
•
•
•
•

Incredible Years (preschool, ages 3-6)
Incredible Years (school, ages 6-11)
Strengthening Families
Circle of Parents

Providers must submit a proposal, including a request for funding, to the
state to provide services. The state scores the proposals, selects providers,
and determines a pro-rated amount of funding. However, no specific rate
methodology is currently in place to determine other purchased services as
purchasing services other than those above is rare. In these cases, the
state negotiates the purchase of private services on a case-by-case basis.
4.12 Ohio
Child welfare services are county-administered in Ohio. Other purchased
services are categorized similarly to those in Pennsylvania. In June 2014,
Ohio’s Department of Job and Family Services, Office of Families and
Children, rolled out Differential Response to all of Ohio’s counties.
Counties in Ohio negotiate the cost, pay directly for and track other
purchased services. County costs are aggregated at the state level, but the
state does not track the actual services purchased.
4.13 Wisconsin
Wisconsin’s child welfare services are state-supervised and countyadministered (hybrid) in 71 counties and state-administered in Milwaukee
County.
Wisconsin’s In-Home Supportive Services (IHSS) is a protection practice
model that provides a range of safety intervention services to children and
families for typically 90-120 days.
IHSS is provided in 16 Wisconsin counties, which are grouped into four
consortia. These consortia are determined based on geography, caseload,
providers, and local services.
Each consortium subcontracts to other
agencies and is allocated funding from a federal block grant annually.
Subcontractors are selected through a competitive site selection process,
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which targets improvements in information collection, safety decisionmaking and in-home service delivery. Each county in a consortium receives
a portion of this funding and must adhere to a prescribed policy framework.
4.14 Pennsylvania Department Research
Department of Drug and Alcohol Programs
The Department of Drug and Alcohol Programs (DDAP) does not set rates for
drug and alcohol services. Single County Authorities (SCAs) serve as local
administrators of drug and alcohol services for their geographic areas. Rate
setting and contracting for service delivery is the responsibility of the SCA,
per the grant agreement between the DDAP and each SCA. The DDAP
requires that the SCA develop a standardized rate for the contracted
providers of non-residential drug and alcohol treatment services within the
SCA’s catchment area. Non-standardized rates must be negotiated and
established based on a budget that defines staffing, operating and fixed
asset costs for the delivery of services.
The DDAP requires SCAs to report, at mid-year and year-end, the
expenditure of all Department funds for administration, prevention,
intervention, treatment, and treatment-related services. Expenditures are
reported for each of the SCA’s contracted providers for each of these. The
DDAP does not have a formal process for evaluating and tracking rates for
services currently; however, each SCA informally evaluates and compares
service delivery and expenditure information for each SCA.
Department of Human Services, Office of Developmental Programs
The Office of Developmental Programs (ODP) provides participating
individuals with developmental disabilities and autism three options that help
them live more independently in their homes:
•
•

•

Participants can live alone and receive a subsidy, measured in units
that range from $10-$15, to hire someone to provide in-home services
Participants can live alone and have services provided by an ODPpurchased provider (e.g. a contracted nursing agency) with rates
providers base on a fee schedule that is determined by an outside
company and that may be affected by area and/or geographic factors
Participants can reside in an ODP residential facility, where rates for
services and residential stays are based on specific cost reports
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ODP has engaged in an ongoing process to better align the rates and rate
methodologies of its programs by using a market-based approach and has
successfully accomplished multiple steps to ensure the success of this
process. These steps have included:
•
•
•

A review and clarification of definitions
A determination of allowable costs, which focuses on costs that are
“reasonable, necessary, and related to the delivery of service”
In addition, ODP has implemented the following:
Developmental Programs Provider Licensing
Fee Schedule Rates
Fee Schedule Rates Methodology
Provider and SCO Monitoring
Provider Qualifications
Public Notices
Rate Setting Methodology
Supports Coordination Organization Cost
Methodology
o Waiver Provider Cost Report Rates
o Rate Assignment Guidelines
o
o
o
o
o
o
o
o

Report

Rates

Note: If receiving this report electronically, click on the underlined hyperlinks above to
access the specific information or refer to Appendix E.

ODP has also separated its services into two categories to establish fee
schedule rates:
•
•

Select Community-Based Services, which includes seventeen types of
services
Agency With Choice/Financial Management Services (AWC/FMS), which
includes five types of services and has varying rates depending on
whether a participant’s benefit allowance is or is not included

ODP also grouped counties based on area and geographic factors.
service fees in these areas were adjusted according to these factors.
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5. COUNTY AND PROVIDER SPECIFIC INFORMATION
As mentioned previously, the Task Force acknowledges the diversity of
service provision in counties across the state required to meet the
individualized needs of children and families while still operating on a
foundation of consistency to validate the appropriate use of public dollars.
As such, the Task Force welcomed the presentation of information reflecting
this diversity as part of the careful consideration of recommendations for a
state methodology for the purchase of other services.
5.1 Butler County
Butler County Children and Youth Services presented to the Task Force
regarding their county's decision to implement a managed care model for
their in-home/other purchased county and youth service providers. The
Task Force members were able to view the county-developed matrix for
definitions of services, qualifications, unit definition and rates. Butler County
developed this matrix after a review of all purchased in-home/other
purchased services that were then collapsed into several different
categories, primarily counseling/coaching, crisis intervention, visitation and
transportation.
Butler County did not conduct any reviews around agency budgets when
they established their rates, but used the existing rates with their Health
Choices Managed Care Organization as a guide. Butler County then met
with their providers prior to implementation and found support for the rates
and the process. Butler County acknowledged the benefits of being a
moderate-sized county with local providers who have worked well together
for many years. Their providers appreciate the opportunity to have a level
playing field. It was critical through this process that no provider was given
a lower rate than they already had. Butler County also shared that they
have, through the Needs-Based Plan and Budget process, received rate
increases as a result of increasing transportation and health care costs.
Pros and cons of managed care systems were discussed. Many of the
providers on the Task Force contract for behavioral health services. Lack of
incentive to create or expand services could be a deterrent if the rates are
already prescribed, but Butler County reported that this has not been their
experience as they are still experiencing competition for referrals.
5.2 Venango County
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Venango County completed a Service Mapping project using the Hexagon
Model from the National Implementation Research Network. The available
service array was assessed for need, fit, capacity, resources, evidence, and
readiness relative to the identified needs of the target population.
Services that presented as problematic were analyzed using the Competency
Drivers Framework, also a tool from Implementation Science, to define and
diagnose what the challenges were, and to decide if they could be
overcome.
In part due to the Service Mapping efforts, a thorough needs analysis was
conducted by completing data mining activities from several sources.
Qualitative data were collected and compared to the quantitative data to
identify the core needs of the target population. In January 2014, a group
of stakeholders who are representative of the county Children and Families
System of Care Sub-Committee completed a qualitative analysis by
dedicating several meetings to conducting a focus group around identifying
what children and families need to heal, grow, and recover. The assetsbased method of Appreciative Inquiry was also utilized to obtain input from
key stakeholders of the child welfare system such as consumers, providers
and staff regarding available services. Data was also extracted from the
child welfare software system and AFCARS 2 from 2012 to March 2014
regarding case opening reasons and placement data. Analysis of referral
and case opening reasons, and placement trends correlates with the findings
of the qualitative needs assessments conducted with stakeholders. This
process was utilized to inform decision making about the services offered by
the county.
5.3 Erie County Office of Children and Youth
A Task Force member representing the Erie County Office of Children and
Youth (OCY) presented information on the contracting process utilized in
Erie.

2

The Adoption and Foster Care Analysis and Reporting System (AFCARS) collects case-level information from state
and tribal title IV-E agencies on all children in foster care and those who have been adopted with title IV-E agency
involvement. Examples of data reported in AFCARS include demographic information on the foster child as well as
the foster and adoptive parents, the number of removal episodes a child has experienced, the number of
placements in the current removal episode, and the current placement setting. Title IV-E agencies are required to
submit the AFCARS data twice a year based on two 6-month reporting periods.
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The Erie County OCY contracting process timeline (indicated on p. 31) begins
with a meeting of all the providers of in-home/other purchased services,
which takes place at the beginning of March. Budget packets are handed
out at this meeting, along with a Tentative Allocation Letter, the General
Instructions for completing the budget packet and the budget forms. The
budget packet contains the following documents:
•
•
•
•
•

•
•
•
•
•
•

Tentative Allocation Letter – includes the providers allocation, services,
current rates, units and the Budget Hearing date and time
Agency Consolidated Budget (Format A)
Detailed Description of Certain Line Accounts (Format A-1) – includes
Purchased Personnel, Other Operating Expenses, etc.
Cost Allocation Plan – a narrative on how Administrative Costs and
other costs are distributed across programs
Schedule D, which is composed of three schedules:
o Schedule D-1 Detail Listing of Direct Care Staff and Salaries by
Program
o Schedule D-2 Detail Listing of Administrative Staff and Salaries
by Program
o Schedule D Summary Totals of D-1 and D-2 by Program (must
agree with Wages and Salary line on the Format A)
Service Projection Chart by Service Activity - projects utilization
revenue and uses current rates
Work Statement / Program Description
Organizational Chart
Board Roster with Term Limits
Outcomes / Logic Model - report
Impact Statement
o Depending on the year, a provider will be asked to provide an
Impact Statement (i.e. what happens if your allocation is cut by
5%)

Erie County OCY usually gives providers four weeks to complete budget
packets and return them to the OCY office for review. Providers are given
tentative allocations and are asked to budget to that tentative allocation and
provide supporting documentation that shows the cost of each specified
service, the utilization of that service (Service Projection Charts), how costs
are allocated to the specific service (Cost Allocation Plan) and the calculation
of the rate or rates for that service.
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Date

ERIE COUNTY OCY BUDGET/CONTRACTING PROCESS - TIMELINE

January 15, 2015

March 3, 2015

Providers submit Outcome data for 2nd quarter to Mercyhurst University for
Analysis and Reporting
County holds Provider Meeting with In-Home/Other Purchased Services and
Residential Providers.
Budget Packets for In-Home/Other Purchased
Services Providers are handed out Tentative allocation Letters and
questions are answered. Questions by Residential Providers are answered
also.

March 31, 2015

Deadline for the submission of In-Home/Other Purchased Services Budget
Packets. Four weeks are given to complete the budget packet.

April 1, 2015

Semi-Annual Outcomes Reports are due from Mercyhurst University for
each In-Home/Other Purchased Services Provider. (Also sent to Provider)

April 1 - 14, 2015

Begin to Review Budget Submissions - revisions/corrections are requested
before hearing if possible.

April 15, 2015

First Budget Hearing held

April 15 - May 27,
2014

Review of Budget Submissions continues

May 27, 2015

Last Budget Hearing held

June 1 - 5, 2015

2nd Budget Hearings are held if necessary

April 24
24, 2015

-

June

April 24
24, 2015

-

June

Final documents are submitted by Providers for generation of InHome/Other Purchased Services contracts
In-Home/Other Purchased Services contracts are generated when final
documentation is received from In-Home/Other Purchased Services
Providers.

June 30, 2015

Fiscal Year 2014 - 15 ends for the state, counties and most providers

July 30, 2015

96% of all In-Home/Other Purchased Services contracts for SFY 2015 - 16
are generated and in providers hands by this date.

Budget hearings, which last two to three and a half hours, are conducted
with each provider of in-home/other purchased services. Some providers
have multiple budget hearings due to the number of services/programs for
which Erie County OCY contracts. At these meetings, providers present their
budget submission and each document is reviewed with the provider.
Budget and contract negotiations are conducted during these budget
hearings, where rates are adjusted and approved, services are better
defined, outcomes are reviewed and the final amount of funding is
determined.
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During the new contract year, Erie County OCY is open to discuss any
change in rate for cause, an increase or decrease in funding, a modification
in the contracted service and changes to the logic model or outcomes. Also,
during the course of the contract year, referrals and referral policies are
reviewed to make sure that contracted services are being utilized. In
addition, non-residential/other purchased services providers are asked to
present at Erie County OCY’s quarterly staff meetings as a means to educate
OCY staff on the variety of services that are offered to clients in Erie County.
Two tools were presented and discussed with the Task Force, which were
created and used by Erie County OCY. One tool is a Budget Review Tool that
captures all the issues and questions that staff have raised during their
review of the budget submissions. The Budget Review Tool is then used
during the budget hearing and is finally used to record all the decisions that
were made during the budget hearing.
The second tool, which is an Excel worksheet, is provided to new providers
who are new to Erie County OCY’s budgeting process or are new to fee-forservice contracting. This tool can be used to estimate a rate that will cover
the cost of a particular service, by plugging in the number of unit-producing
staff, the cost of each unit producing staff, the number of hours worked per
week, the number of available hours per year, the level of productivity, the
operating budget of the particular service, and the amount of administrative
overheard. With this information entered into the tool, a rate is calculated
which will cover these costs.
5.4 Provider Presentations
Pennsylvania private providers representing urban, suburban and rural
geographical areas of the state reported on individual budget development
processes to the Task Force. Captured in these presentations was the
diversity of the current private provider network offering services to
children, youth and families across the Commonwealth, including both nonprofit and for-profit organizations. Similar budgetary practices were evident
even with the diversity of size, location, and business practice.
Each agency described the importance of its relationship to its counties,
employees, community and clients in the budgetary process. Presentations
by providers from non-profit agencies highlighted the role of their Board of
Directors, which has fiduciary responsibility over the organization. All the
agencies built their budgeting processes upon actual costs from the prior
year, encompassing current cost trends and projections, including increased
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costs of doing business. Each of the organizations’ processes was different
in specific ways that mirror the uniqueness of programs or county
expectations, while still meeting standardized accounting protocols.
One point stressed throughout all of the presentations is that providers are
taking on risk by operating a majority of programs that are not program or
grant funded. The need for retained revenue (or net assets) was described
as a basic business function to remain financially solvent. The cost of
providing each service dictates the projected budget and each unit of service
cost. The counties have ultimate control in how much service they purchase
and how they choose to buy these purchased services. Some services were
described as being program-funded, but this was in a significant minority of
programs.
The providers base their rate on the prior year’s costs calculated with
increases or decreases of costs and what utilization they believe they will
have in the coming year. Providers described a communication loop, which
through conversations with a county, provides individual program budgetary
feedback necessary to meet the counties requests, which then reflects
changes to projected budgets. All of the providers reaffirmed that they
provide to the counties with whom they contract, an audit from a third party
organization that is in accordance with accounting principles generally
accepted in the United States of America for overall accountability.
Overall, the county and provider must work in tandem to orchestrate a fair
and equitable process that allows the county to choose service providers
based on the needs of children and families. It then becomes the county’s
responsibility to provide documentation of the need for services during the
Needs-Based Plan and Budget process, while allowing providers to accurately
account for the cost of care for services.
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6. QUALITY OF SERVICES AND MEASURING OUTCOMES
The role of the quality of services delivered was at the forefront of Task
Force discussions related to the major elements of the rate methodology.
The provision of quality services is a critical component which needs to be
factored into the assessment of reasonableness of costs as contracts are
negotiated between counties and providers. The deliverables associated
with services purchased by counties should not only reflect quality practice
standards but should also support the quality outcomes of safety,
permanency and well-being as measured in the Child and Family Service
Reviews conducted by the Administration for Children and Families, as well
as the juvenile justice principles of accountability, competency development
and community safety. Counties are held accountable for these outcomes
and many share the responsibility of tracking and reporting data related to
safety, permanency and well-being with the providers who serve them.
Quality is an integral part of the broader state review process as reflected in
county-reported outcomes data, compiled with provider input, when
submitted with the Needs-Based Plan and Budget. The analysis of the
impacts and successes of interventions supported with public dollars directly
connects with Task Force-valued principles of accountability and
transparency.
Incorporation of standards for performance and practice, clear criteria for
assessing success, including tracking defined outcome data elements and
development of a protocol to incorporate quality expectations into contract
negotiations, were recognized as desired long-term systemic goals.
Refinement of continuous quality improvement expectations will need to
continue beyond the lifespan of the Task Force to bring it to fruition in
Pennsylvania.
6.1 FAST and CANS Assessment Tools - Dauphin County
The Family Advocacy and Support Tool (FAST) is the family version of the
Child and Adolescent Needs and Strengths (CANS) 3 family of planning and
outcome management tools. The purpose of the FAST is to support effective
interventions when the focus of those efforts is on entire families rather than
single individuals. The most common use of the FAST is in efforts to address
the needs of families who are at risk of child welfare involvement.
3

CANS has been developed by John Lyons, Ph.D., Northwestern University, Chicago, and many stakeholders across
multiple states.
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The FAST is a tool designed to maximize communication about the needs
and strengths of families. The FAST includes ratings of the Family Together,
each Caregiver, and all children and youth. Interventions in the family
system can be directed at that system or to address the individual needs of
family members or dyadic relationships within the family.
The CANS Assessment is an information integration tool. Its purpose is to
represent the shared vision for a child -- a vision that should include the
perspectives of the child, the family and all service providers.
CANS
supports decision making in child welfare, mental health, juvenile justice,
schools and early intervention service provision, including level of care and
planning and well-being and functional status outcomes, to facilitate quality
improvement initiatives.
Providers use the assessment process to get to know the children and
families they work with and to understand their strengths and needs. The
CANS can help decide which of the child’s needs are the most important to
address in a treatment plan. Families work with the provider during the
assessment process to develop a treatment plan that works with the child’s
strengths and needs.
Dauphin County presented information on the use of the FAST and CANS
Assessment Tools, including the frequency of these assessments, and their
focus on specific areas of growth for families and children.
Once
assessments have been completed, these tools guide the workers and
families to the providers and services that would address those specific
areas.
The use of the tools will aid in improved outcomes for children and families
being served. Dauphin County is requesting its contracted providers to be
familiar with these tools while assuring that their program descriptions
specify which indicators they are designed to impact to assist staff in
referring the right families to the right service, at the right time and for the
right duration.
6.2 Juvenile Justice System Enhancement Strategy
Pennsylvania’s Juvenile Justice System Enhancement Strategy seeks to
enhance the juvenile justice system’s capacity to effectively meet its
Balanced and Restorative Justice goals by infusing evidence-based practices
into all phases of the system. Structured decision making involving the use
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of the Youth Level of Service (YLS) at intake provides juvenile justice system
professionals with an opportunity to effectively assess an offender’s risk and
structure a plan of supervision designed to address specific criminogenic
needs believed to contribute to a juvenile’s risk to reoffend.
Risk
assessment also helps redirect probation department resources to the
moderate and higher risk offenders who pose the greatest threat to the
community.
Addressing criminogenic needs to reduce risk involves structuring a plan of
intervention using activities and provider services. Pennsylvania has an
array of social services for juvenile offenders that are offered by both state
and private agencies. While some service offerings are truly evidencebased, such as Multi-Systemic Therapy and Functional Family Therapy, many
of the service offerings are “home grown” programs that have evolved over
the years and are generally believed to be effective. Rather than relying on
anecdotal assurances of effectiveness, Pennsylvania’s Juvenile Justice
System partnered with Dr. Mark Lipsey 4 to see how closely service offerings
align with programs that have demonstrated effectiveness at reducing risk.
Additional information on Pennsylvania’s Juvenile
Enhancement Strategy can be found in Appendix F.

Justice

System

6.3 Youth Level of Service/Case Management Inventory (YLS / CMI)
In April 2009, the Youth Level of Service/Case Management Inventory
(YLS/CMI or YLS) was chosen as Pennsylvania’s juvenile justice assessment
instrument.
The YLS is an evidence-based risk/needs assessment
instrument which has been determined to be both valid and reliable in
measuring the predictors of youth crime/recidivism.
The YLS is designed to measure risk levels (Low, Moderate, High) relating to
the examination of forty-two risk/need factors over the following eight
domains:
•
•

Prior and Current Offenses
Family Circumstances / Parenting

4 4

Dr. Mark Lipsey et al. conducted a groundbreaking meta-analysis of the characteristics of effective delinquency
interventions, with the goal of providing a solid foundation for improving delinquency programs and services.
Based on his analysis of over 700 controlled studies of interventions with juvenile offenders, Lipsey developed the
Standardized Program Evaluation Protocol (SPEP). Dr. Mark Lipsey is the Director of the Peabody Research
Institute at Vanderbilt University.
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•
•
•
•
•
•

Education/Employment
Peer Relations
Substance Abuse
Leisure / Recreation
Personality / Behavior
Attitudes / Orientation

Any of the domains may also be identified as areas of strength. Ultimately,
a juvenile is assigned an overall risk level of Low, Moderate, High or Very
High based on these and other factors gathered through a structured
interview/information gathering process. The YLS is designed only to assist
in making structured and consistent professional decisions, and does not
mandate specific actions or dispositions.
Assessment of risk is only part of the usefulness of the YLS. One of the
more important aspects of the initiative is that the results from the
assessment are being used to develop a more comprehensive case planning
process for juveniles that focuses on reducing identified risk factors and
emphasizing identified strengths. The YLS risk and need domains have been
shown, through research, to be the strongest predictors of youth
crime/potential recidivism. As such, case plans that address specifically
identified risk and need areas should effectively reduce the risk to recidivate.
Focused, goal-directed and strength-influenced case plans also provide
direction for the probation officer, youth and family throughout the period of
supervision. Service providers are also expected to utilize assessment
results when developing and providing interventions designed to target
identified risk areas. Assessment-driven case plans are effective regardless
of the level of intervention determined to be appropriate.
A standardized case plan, utilizing the results of YLS assessment, has been
developed and is currently being implemented by many counties. The case
plan also incorporates the principles of Balanced and Restorative Justice, and
is designed to be developed in collaboration with youth and their families,
and is used over time to measure progress and re-define critical goals.
Ultimately, ongoing data collection related to the administration of the YLS
will be used to assist both county-specific and statewide research efforts,
including planning of resource allocation.
The desired YLS utilization outcome is that this validated risk/needs
assessment will be used to assist in determining appropriate levels of
supervision, establishing measurable case-specific goals and interventions,
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and in allocating the necessary resources to achieve better outcomes for
juveniles and their families, and consequently for our communities.
6.4 The Standardized Program Evaluation Protocol (SPEP)
The SPEP is a validated, data-driven rating system for determining how well
a program matches what research indicates is effective for that particular
type of program in reducing the recidivism of juvenile offenders. More
specifically, the SPEP creates a metric by assigning points to programs
according to how closely their characteristics match those associated with
similar programs shown, in research studies, to have the best recidivism
outcomes.
The body of research on programs for juvenile offenders indicates that
several general characteristics are most strongly related to their effects on
juvenile delinquency:
•The
•The
•The
•The

type of program
service quantity or dosage
risk levels of the youth served by the program
quality with which the program is implemented

While the initial SPEP score is certainly of interest, it more importantly
establishes a baseline for program improvement. The difference between
the scores for the individual components of the SPEP and the maximum
possible point values for each provide information about where program
ratings can improve. The resulting program improvement process must be a
collaborative effort between probation departments and service providers.
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7. FEDERAL PERSPECTIVE
While traditional Title IV-E funds are not available to support other
purchased services, there are multiple federal revenue streams that support
these costs:
•

•

•
•

Temporary Assistance to Needy Families (TANF) can be used to
provide family preservation, reunification, support services and
emergency shelter placement services that are designed to promote
TANF purposes for eligible youth
The Social Services Block Grant, Title XX, is used to support a broad
range of social service activities, which include promoting selfsufficiency, preventing child abuse and supporting community-based
care for the elderly and disabled
Title IV-B is used to support most child welfare services, with the
exception of investigation services
Child Welfare Demonstration Project (Title IV-E Waiver) funds are
available to reimburse counties who opted to participate in
Pennsylvania’s Child Welfare Demonstration Project. Counties have
the flexibility to use funds for a wide variety of services under parts
Title IV-E and Title IV-B of the Social Security Act. Both dependent
and delinquent youth, whose cases are shared with the County
Children and Youth Agency, are eligible. Placement maintenance costs
under the project are only funded when incurred while the eligible
youth is placed in a federal foster care setting

The Department is responsible for the administration of federal awards.
Accordingly, the federal programs are evaluated to assure compliance with
client eligibility, if applicable, and allowability of costs.
Due to the
complexity and blending of federal, state and local funds, the Task Force
reviewed federal guidance to determine allowable costs. OMB Circular A-122
provides principles to be applied in establishing the allowability of certain
items of cost. The principles apply whether a cost is treated as direct or
indirect.
OMB Circular A-122:
http://www.whitehouse.gov/omb/circulars_a122_2004
Note: OMB Circular A-87, OMB Circular A-122 and OMB Circular A-133 are
streamlined and superseded by the Final Rule regarding Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for
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Federal Awards, effective December 26, 2014, 2 CFR Chapters I and II, Parts
200, 215, 220, 225, 230, 78 Fed. Reg. 78590 (Dec. 26, 2013).
http://www.gpo.gov/fdsys/pkg/FR-2013-12-26/pdf/2013-30465.pdf
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8. UNALLOWABLE STATE ACT 148 COSTS:
Costs that cannot be reimbursed with state Act 148 funds, consistent with
55 Pa. Code § 3140.21(c), are:
•
•
•
•

•
•
•
•

The cost of mental health or mental retardation treatment services
The cost of medical and dental services when the client is eligible for
other funding or has private resources
The cost of basic education programs
The cost of services for children placed outside this Commonwealth in
other states:
o If the placements are not made according to the requirements of
the Interstate Compact on the Placement of Children in section
761 of the Public Welfare Code (62 P.S. §761) in states which
are signatories to the compact
o If the placements are not made according to sections 746-765 of
the Public Welfare Code (62 P.S. § 746-765) in states which are
not signatories to the Interstate Compact on the Placement of
Children in section 761 of the Public Welfare Code (62 P.S. §
761)
The cost of care, maintenance and treatment of children placed in
facilities which do not meet the requirements of 55 Pa. Code §3130.39
(relating to services and facilities which may be used)
The cost of county probation office staff
The cost of juvenile court staff
The cost of county social service staff no part of the county agency

Additionally, items of cost not listed in the 55 Pa Code Chapter 3170 are not
allowable for Act 148 reimbursement.
Information on state Act 148 costs allowable for reimbursement can be
found in Appendix G.
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9. DIRECT COSTS VERSUS INDIRECT COSTS
The Task Force recognized the need to gain an understanding from
representatives of the Department’s Bureau of Financial Operations (BFO) of
the specific differences between direct costs and indirect costs in regard to
cost reporting. Therefore, the Task Force invited David R. Bryan, CPA,
CGMA, Manager, Audit Resolution Section (DHS) and Alexander Matolyak,
CPA, CGFM, CGMA, Director, Division of Audit and Review (DHS) to discuss
this topic with the Task Force.
The reference for the discussion was:
OMB Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards contained in 2 CFR § 200.412 –200.414:
http://www.gpo.gov/fdsys/pkg/FR-2013-12-26/pdf/2013-30465.pdf
From the OMB Uniform Administrative Requirements:
2 CFR § 200.56 Indirect (facilities & administrative (F&A)) costs defines
indirect costs, in part, as: “those costs incurred for a common or joint
purpose benefitting more than one cost objective, and not readily assignable
to the cost objectives specifically benefitted, without effort disproportionate
to the results achieved…”
2 CFR § 200.412 Classification of Costs states: “There is no universal rule for
classifying certain costs as either direct or indirect (F&A) under every
accounting system. A cost may be direct with respect to some specific
service or function, but indirect with respect to the Federal award or other
final cost objective. Therefore, it is essential that each item of cost incurred
for the same purpose be treated consistently in like circumstances either as
a direct or an indirect (F&A) cost in order to avoid possible double-charging
of Federal awards. Guidelines for determining direct and indirect (F&A) costs
charged to Federal awards are provided in this subpart.”
2 CFR § 200.413 (a) General states: “Direct costs are those costs that can
be identified specifically with a particular final cost objective, such as a
Federal award, or other internally or externally funded activity, or that can
be directly assigned to such activities relatively easily with a high degree of
accuracy. Costs incurred for the same purpose in like circumstances must
be treated consistently as either direct or indirect (F&A) costs.”
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Typical costs charged directly are the compensation of employees, related
fringe benefit costs and the costs of materials.
Generally speaking, indirect costs are costs that are not directly identified
with a single program but which are allocated among multiple programs or
funding sources. 55 Pa. Code § 3170.60 provides additional clarification
regarding administrative overhead/indirect costs:
•

•

•

Administrative overhead costs are those incurred for a common or
joint purpose and are not readily assignable to one specific cost
category.
These costs are the supportive activities which are
necessary to maintain the direct effort involved in providing the
services.
The activities include, but are not limited to: general
supervision, bookkeeping, data processing and auditing (to the extent
that these costs are not directly charged to the services being
provided)
The cost of administrative overhead, as defined, shall be apportioned
into the direct delivery cost of the services being provided. Thus, in
order to be claimed, the cost of general supportive activities provided
to a program or another unit of a program’s organization shall be
apportioned into the services as an administrative overhead of indirect
cost. The overall objective of the allocation process is to distribute the
administrative overhead costs of the organization to its carious
services or cost categories
The basis for allocating these costs is at the discretion of the program;
however, this basis shall result in a fair and equitable distribution of
costs, in direct relation to actual benefits accruing to the services to
which costs are charged.
Programs shall note that when
administrative overhead costs are allocated into direct services, these
costs shall not be claimed for Departmental reimbursement as a
separate non-allocated service or cost category

As a result of the discussion, it was determined that providers control the
basis for allocating costs within their programs and services. Providers must
adhere to accounting principles generally accepted in the United States of
America, which in many cases are subject to an independent audit that
includes examining the classification of costs to test their consistency with
the provider’s policies regarding direct or indirect costs. An education need
was identified for counties with regards to this discussion.
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10.

THE
PENNSYLVANIA
RATE
METHODOLOGY
FRAMEWORK: A COLLABORATIVE CREATION
The Task Force considered all information regarding the elements presented,
other state methodologies and challenges, and the best interest of providers,
counties and the Commonwealth. A framework of agreed-upon methodology
elements was established and a process was created utilizing ad-hoc
workgroups to further develop the major elements of the methodology. The
chart below depicts the major elements of the Pennsylvania Rate
Methodology Model. A description of how these items were selected follows.
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10.1 Role of the Provider - Cost Reporting:
The first major decision made by the Task Force was to establish an ad hoc
workgroup to explore creation of a cost report or other item to assist in the
determination of allowable and reasonable costs.
The Task Force decided that standardized guidelines would be utilized to
manage reporting of prior year actual costs, current budgeted year costs and
projected year costs to support the negotiation process between counties
and providers.
Standard guidelines ensure that provider’s actual and
tentative projected costs are presented to counties in a format that assists
with determinations of reasonableness and allowability of costs for state or
applicable federal funding. It was further determined that providers and
counties may follow existing processes for reporting costs for other
purchased services as long as that process includes reporting standards in
the guidelines
One other key component of the Pennsylvania model related to this section
is as follows:
•

Use of Independent Audits: The Task Force decided that the independent
audit documentation provided as part of the contract process between
counties and providers could support the reporting of actual costs
incurred by the provider and validate the classification of direct and
indirect costs.

The proposed methodology utilizes the standard guidelines in conjunction
with the independent audit report as the primary source of cost validation
and becomes the basis of rate negotiation between the counties and the
providers.
10.2 Role of the County – Need for Service/Reasonableness of Costs:
The Task Force emphasized that the role of the county in a Commonwealth
rate methodology is critical. County agencies have the strongest connection
with the provider community and are best suited for determining both the
need for service and the reasonableness of costs related to that service.
Related elements of the county role in this methodology include the
following:
•

Relationship to Needs-Based Plan and Budget Process: The rate
methodology must take into consideration the timing and requirements of
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•

•

the current Needs-Based Plan and Budget process. County agencies need
to be able to plan, evaluate and provide justification for provider costs in
order to request funding as part of their Needs-Based Plan and Budget
submission.
Contract Negotiations: The Task Force agreed that individual county
negotiations with providers must be a part of the rate methodology.
Current regulations require such negotiations, and all parties agreed that
providers and counties should retain that mandate. The Task Force
recognized the current use of the county review process in the
contracting process.
Reasonableness standards: After discussion, the Task Force concluded
that the current regulatory language provides the mechanism for
negotiation without setting caps and allows for a more flexible negotiation
process accounting for variances based on regional fluctuations in
operation and personnel costs.

10.3 Role of the State – Educate and Monitor:
The Task Force acknowledged understanding that the state is responsible for
overseeing the proper use of state Act 148 and applicable federal funds in
the Commonwealth. Monitoring of other purchased services is handled
primarily through the Department’s review of counties’ Needs-Based Plan
and Budget requests. In particular, 55 Pa. Code §3140.17(6)(7)(8) requires
the Department to evaluate the reasonableness of purchased service costs.
It was agreed that a process that requires a preliminary state-level review of
both public and private provider cost reports was unnecessary in the
methodology as long as counties were provided enough information and
support to make determinations regarding allowability and reasonableness of
costs as the Department, in accordance with 55 Pa. Code § 3170.106, may
review and audit the records of the county and its contracted service
providers to determine compliance with regulations and policies.
An additional ad hoc workgroup was developed to identify the role of the
state in providing policy, training and educational resources for use by
providers and counties as it relates to:
•
•
•
•
•

Needs-Based Plan and Budgeting
Direct versus Indirect Costs
Allowable versus unallowable Act 148 costs
How to use audit information in the analysis of budget documentation
Retained revenue for non-profit organizations
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10.4 Mechanism for New Providers and New Services:
The Task Force recognized that an alternative process needed to be in place
for:
• New Private Providers
• New services performed by Private Providers that have no historical
costs
For consistency, new providers and providers providing new services will use
the Standard Reporting Guidelines and exclude the prior year actual and
current budgeted year as no historical costs exist. Counties will determine
the need for the services and reasonableness based on the Projected Year
Cost and the Detailed Narrative along with Program Descriptions.
It
supports good fiscal oversight for counties to compare a rate for a similar
service between a comparable county and the provider, if possible.
10.5 The Role of Measureable Outcomes in the Process:
As mentioned in Section 6 (Measuring Outcomes) of this report, the
provision of quality services is a critical component which needs to be
factored into assessment of reasonableness of costs as contracts are
negotiated between counties and providers. The deliverables associated
with services purchased by counties should not only reflect quality practice
standards but should also support quality outcomes.
Incorporation of
standards for performance and practice, clear criteria for assessing success,
including tracking defined outcome data elements and development of a
protocol to incorporate quality expectations into contract negotiations were
recognized as desired long-term systemic goals.
The Task Force established ad hoc workgroups to
framework for a rate methodology as described above.
tasked with establishing detailed recommendations for
Task Force so that final recommendations could
presentation to the General Assembly.

develop a general
These groups were
presentation to the
be developed for

Detailed information of each ad hoc workgroup is contained in subsequent
sections of this report.
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11. COST REPORTING AD HOC WORKGROUP
11.1 Members of the Cost Reporting Ad Hoc Workgroup:
A listing of participants in the Cost Reporting Ad Hoc Workgroup is provided
in Appendix H.
11.2 Purpose of the Cost Reporting Ad Hoc Workgroup:
The Cost Reporting Ad Hoc Workgroup developed standard guidance for the
cost reporting of other purchased services. Standard guidelines ensure that
provider’s actual and tentative projected costs are presented to counties in a
format that assists with determinations of reasonableness and allowability of
costs for state funding.
Providers and counties may follow existing
processes for reporting costs for other purchased services as long as
reporting standards included in the guidelines are included in that process.
The workgroup consulted with the other ad hoc workgroups on the Task
Force as well as the Task Force at large. These groups were provided with
the standard guidelines to assist in determining both how counties should
use the information in the guidelines and what the Department’s role should
be in educating and training providers and counties in this process.
11.3 Process of the Cost Reporting Ad Hoc Workgroup:
The Cost Reporting Ad Hoc Workgroup included representatives of the
Department, the counties, providers, consultants and advocacy groups.
The workgroup adopted a charter to define the task charged to the
workgroup. The workgroup held conference calls and convened with the
larger Task Force, as well as reviewed cost reporting documents between
meetings and calls.
The Cost Reporting Ad Hoc Workgroup began its process by reviewing the
cost reporting tool developed as part of the recommendations for a rate
methodology process for out-of-home placement services. The workgroup
determined that the same tool could not be used for other purchased
services--it was too complex for the reporting of these services, included a
rate adjustment factor and was designed to incorporate the review of
allowable costs for federal Title IV-E funding.
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The Cost Reporting Ad Hoc Workgroup discussed the inclusion of a rate
adjustment factor. Since other purchased services are funded primarily
through state and county dollars, the workgroup found that a rate
adjustment factor for other purchased services would have to be flexible
enough to ensure that counties can still fund their programs. Instead of
pursuing the rate adjustment factor, the workgroup focused on ensuring that
cost reporting of other purchased services emphasized actual spending so
that providers can show their true costs and counties can consider those
costs during negotiations and in their ability to fund provider programs.
Counties and providers are able to re-negotiate the terms of their contract to
consider potential issues at any time.
While a standardized cost reporting tool was recommended for use with outof-home placement costs, the workgroup determined that a standardized
tool was not necessary to review other purchased service costs. The review
of other purchased services for allowability is less difficult as funding comes
primarily from state and county dollars. However, it was decided that
standard guidance for the cost reporting of other purchased services is
necessary to provide a baseline for providers and counties. Counties will
have sufficient information to review provider budget documentation for
allowable and reasonable costs, negotiate fairly based on those
determinations and supply adequate justification to support their NeedsBased Plan and Budget requests.
With regards to federal funding, counties have a responsibility to establish
and monitor eligibility for TANF. Furthermore, each county must determine
that costs reimbursed with TANF, Title XX, Title IV-B and Child Welfare
Demonstration Project funds meet the allowability requirements of each
program prior to requesting reimbursement of costs.
Throughout the process, the workgroup prioritized the guidelines to reflect
both provider and county perspectives. The guidelines were drafted being
mindful of the need to minimize the additional time and expense that is
required of both parties to report on other purchased services.
To develop the standard guidelines, the workgroup reviewed a series of cost
reporting documents that are currently used by Pennsylvania counties,
including the following:
•
•
•

Allegheny County’s Contracts/Budget template
Bucks County’s Children and Youth/Juvenile Probation Contract Rate
Packet
Chester County’s Human Services Contract Budget template
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•
•
•
•

Erie County’s Program Costing/Rate Setting template
Philadelphia County’s City Program Funded Contract Report
Crawford County’s Budget Worksheets
Montgomery County’s Contract Rate Packet

The workgroup also reviewed a provider’s Statement of Functional Costs
template, which had been discussed in earlier Task Force meetings and
determined that this Statement of Functional Costs could serve as a baseline
in developing the cost reporting guidelines because it broadly mirrored what
multiple other providers use when responding to county requests for
information.
In completing this review, there were several items in county documents
that the workgroup identified as absolutely necessary to include in the cost
reporting guidelines, namely, prior year actual, current budgeted year, 5 and
projected year costs, for both direct and indirect costs. There were also
several items in county documents that the workgroup determined were not
necessary to include in the guidance; for example, projection charts and
personnel rosters.
The workgroup determined that counties may still
request, and providers may still produce, additional documents, such as
these two items, but that these additional documents are specific to
individual county requests and individual county/provider negotiations.
In developing the guidelines, there were extensive conversations around
clearly defining what was meant by prior year actual costs and current
budgeted year costs.
•

Prior Year Actual Costs: By including prior year actual costs, the
guidelines allow providers to report their actual expenses.
The
workgroup decided that if not already submitted, the provider should
include in their submission, their most recently completed audit, which
may be on a calendar or fiscal year. The workgroup recognized that in
many cases, audits are not program or service specific and therefore,
in most cases, audits will only reflect the provider’s programs or
services as a whole.

5

The Current Budget Year will be included in the guidelines in the two fiscal years after the legislative changes
have been enacted. Prior to year three, the need for Current Budget Year will be reassessed. The Current Budget
Year has been included during the initial years of implementation to help validate the annual incurred costs by
providers and also to help counties better understand those costs and to support them in preparing their
Implementation plans. Once a history is established and documented, it may not be necessary to include Current
Budget Year going forward.
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•

Current Budgeted Year Costs: Because the current budgeted year is an
estimate based on the provider’s expenses before March 31st, there
were concerns about including current budgeted year costs in the
guidelines. However, county workgroup representatives felt strongly
that, at least during the initial implementation of these guidelines,
current budgeted year costs provide more information when reviewing
provider requests, as they provide a link between the prior year
actuals and the projected year costs. The workgroup determined that
once a history is established and documented, it may no longer be
necessary to include current budgeted year costs. It was agreed to
include current budgeted year costs in the guidelines for two fiscal
years after the legislative changes have been enacted. It was also
agreed upon to reassess the need to include them in the cost reporting
guidelines prior to year three.

There were also extensive discussions about direct versus indirect costs and
gaining clarity around how those costs are allocated.
As part of the
guidelines, the workgroup developed a list of sample direct costs, but
acknowledged and noted that providers classify and allocate costs based on
individual financial practices which meet independent auditor approval. It
was also noted that based on these individual practices, cost categories vary
in terms of what falls under direct costs (i.e. personnel, operating and
capital expenses), as well as what falls under indirect costs. The workgroup
also reviewed guidance on indirect costs and developed a definition for
indirect costs that will be supplemented by educational and training pieces
included in both the County and State Process Ad Hoc Workgroup’s
recommendations.
The workgroup also discussed the need to include offsetting revenues. The
workgroup weighed provider concerns about including revenues from
fundraising dollars or other resources as those dollars do not actually offset
costs as much as cover costs that are not already covered by federal, state
and county funding.
Ultimately it was determined that any offsetting
revenues that come from public dollars and directly relate to the program or
services purchased by the county should be included as a credit in the
provider’s cost reporting for other purchased services within the Detailed
Narrative. The reporting of fundraising dollars and revenue from other nonpublic resources is not required, although to comply with Generally Accepted
Accounting Principles, all revenue and expenses related to private agency
operations are reflected in the annual independent audit independent report.
Copies of these independent audits are submitted by providers to all
counties engaging in a purchase-of-service contract as part of the
documentation process.
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To ensure that the issues discussed above, as well as the guidelines as a
whole are clear, the workgroup developed a Definitions List that provides
clarification on each piece of the guidelines.
The workgroup, in tandem with the larger Task Force and the County
Process Ad Hoc Workgroup, also agreed to a March 31st deadline for
providers to submit other purchased services information to counties. This
deadline ensures that counties have sufficient time to pull together
information for their Needs-Based Plan and Budget submission and also
breaks up the work for providers who are expected to submit their
congregate care and foster family home information by December 31st.
The workgroup developed three documents:
•
•
•

Other Purchased Services Cost Reporting Guidelines
Other Purchased Services Cost Reporting Definitions
Sample Other Purchased Services Cost Reporting Tool

The Sample Other Purchased Services Cost Reporting Tool, which is Excel
based, is not required but is available for the provider or county to use if
they wish to do so.
11.4 Recommendations of the Cost Reporting Ad Hoc Workgroup:
The Cost Reporting Ad Hoc Workgroup recommends that standard Cost
Reporting Guidelines are implemented for other purchased services. The
Guidelines, included in Appendix I, ask providers to identify the prior year’s
actual costs, current year’s budgeted costs, and projected year’s costs to the
counties they contract with for other purchased services. In addition, the
Guidelines request that providers submit a detailed narrative explanation of
costs, including detailed reporting of offsetting public revenues, including
types and amounts.
To supplement these recommendations, the workgroup has developed a
sample formatted reporting structure (Other Purchased Services Cost
Reporting Tool), included in Appendix J, and an informational document
(Other Purchased Services Definitions List), included in Appendix I, to
provide definitions and examples of the documentation requested in the
recommended Guidelines.
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In tandem with the County Process Ad Hoc Workgroup, the Cost Reporting
Ad Hoc Workgroup recommends that the Cost Report for other purchased
services be submitted to counties by March 31st of each year. Providers may
submit these cost reports to counties earlier if they are available.
Standard Guidelines: This document (Refer to Appendix I) provides
counties and providers with standard guidance for the cost reporting of other
purchased services. Providers must submit the following information:
•

A Coversheet, which includes:
o Agency name and contact information
o Budget contact person’s name and contact information
o Provider contact person’s name and contact information
o List of programs in the county, including name of the
program, a brief service description and current year
contracted rate/unit of service
o Projected Year Rate/Unit of Service

•

Expenditures by Program, which includes:
o Agency’s name and type of service
o Cost reporting of prior year actual costs, current budgeted
year costs, and projected year costs
 The following cost categories must be reported:
• Personnel expenses
• Operating expenses
• Capital expenses
• Indirect costs

•

A Detailed Narrative, which provides additional clarification on
specific costs or certain budget areas

Provider costs should be consolidated onto one comprehensive report,
streamlining the cost report process.
One exception to the Cost Reporting Guidelines is for new private providers
and/or new services performed by private providers that have no historical
costs.
•

New providers and/or new services will need to send to the county, the
Projected Year Cost and the Detailed Narrative along with Program
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•

Descriptions to enable the counties to make a determination on the need
for the service and the reasonableness of the costs.
Providers will have the ability to note significant changes that occur after
the reported year.

The Cost Report will be completed for the period of July 1 through the
following June 30, and for each annual reporting period thereafter.
The Department’s Office of Children, Youth and Families (OCYF) will provide
state level oversight to ensure accuracy, transparency, and allowability, as
determined by the State Review Process Ad Hoc Workgroup.
The 67 counties in the Commonwealth will provide a county level review for
reasonableness, service, service enhancement necessity and contract
negotiation, as determined by the County Review Process Ad Hoc
Workgroup.
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12. COUNTY REVIEW PROCESS AD HOC WORKGROUP
12.1 Members of the County Review Process Ad Hoc Workgroup:
A listing of participants in the County Review Process Ad Hoc Workgroup is
provided in Appendix H.
12.2 Purpose of the County Review Process Ad Hoc Workgroup:
The County Review Process Ad Hoc Workgroup developed a transparent
county review and negotiation process that takes into account both the need
for the existing service, the level of existing service, any service
enhancements, the quality of the service based on desired outcomes, federal
and state funding allowability and the reasonableness of costs included in
the Cost Report.
The county review process will utilize the cost report submission as the basis
to undertake the cost reasonableness, federal and state funding allowability
and service review, while incorporating other county data associated with
the contractual scope of service and outcomes data. The county review will
establish the framework to move forward with contract negotiation with each
provider for each service.
The ability to negotiate, with the objective to fund the agreed-upon services
rate with applicable federal, state and county funds is predicated on the
inclusion of the agreed-upon negotiated rates and cost impact in the
Implementation Plan and Needs-Based Plan and Budget submission. The
structure and format currently used by the county to submit the
Implementation Plan and the Needs-Based Plan and Budget is agreed to be
the means by which to request each service cost increase negotiated and
agreed to between the county and provider. The county maintains the
provider detail that reconciles to the Implementation Year Plan and NeedsBased Plan and Budget request.
There are many dependencies between the agreed-upon activity within each
of the ad hoc workgroups. Coordinating these activities is accomplished
through identification of a timeline illustrating target due dates. Meeting the
dates shown on the timeline is critical for overall rate methodology to meet
the objectives of all stakeholders. (See the Business Process Timeline for
Other Purchased Services on the next page)
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Business Process Timeline for Other Purchased Services
1/1/2015 thru
8/1/2015
3/01/2015
3/31/2015
6/30/2015
6/30/2015
7/15/2015
8/15/2015
8/15/2015
10/31/2015
11/15/2015
11/30/2015
1/1/2016 thru
8/1/2016
2/15/2016
3/01/2016
3/31/2016
3/31/2016
5/15/2016
5/15/2016
6/30/2016

County engages in rate negotiation with provider for State Fiscal Year (SFY) 2015 - 16
Deadline for counties to send Letters of Intent to Contract to providers
Providers submit SFY 2015 - 16 Other Purchased Services Cost Report packets to
county for review
Provider contracts are executed for SFY 2015 - 16
SFY 2014 - 15 ends for most providers, counties and state
Counties receive Final Allocations for OCYF/DHS for SFY 2015 - 16 (contingent upon
passage of budget)
Counties complete 4th Qtr. SFY 2014 - 15 Actual Act 148, Title IV-E, TANF and MA
invoices
Counties submit Implementation Plan for SFY 2015 - 16, Needs-Based Plan and
Budget request for SFY 2016 - 17
Counties submit funding confirmations to providers
Counties complete 1st Qtr. SFY 2015 – 16, Actual Act 148, Title IV-E, TANF and MA
invoices
OCYF/DHS Regional offices complete Needs-Based Plan and Budget review for SFY
2016 - 17 and Implementation Plan for SFY 2015 - 16
County engages in rate negotiation with provider for SFY 2016 - 17
Counties complete 2nd Qtr. SFY 2015 – 16, Actual Act 148, Title IV-E, TANF and MA
invoices
Deadline for counties to send Letters of Intent to Contract to providers
Providers submit SFY 2016 - 17 Other Purchased Services Cost Report packets to
county for review
Counties receive Tentative Allocations from OCYF/DHS for SFY 2016 - 17
Counties receive Implementation Plan for SFY 2016 - 17, Needs-Based Plan and
Budget template and instructions for SFY 2017 - 18
Counties complete 3rd Qtr. SFY 2015 - 16 Actual Act 148, Title IV-E, TANF and MA
invoices
SFY 2015 - 16 ends for most providers, counties and state

The state and federal allowability and reasonableness review is conducted to
assess whether proposed costs exceed the customary costs for performing
similar functions within similar programs of the same size and population of
children served. The focus of the reasonableness review will be the Cost
Report for areas of cost allocation, compensation equity, capacity and
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utilization, and any other measurable cost or service comparison the county
may develop at its discretion.
12.3 Process of the County Review Process Ad Hoc Workgroup:
The County Review Process Ad Hoc Workgroup included representatives of
the Department, the counties, providers, state representatives and
association representatives.
The County Review Process Ad Hoc Workgroup completed the
recommendations through conference calls specific to this workgroup, with
participation of County Review Process Workgroup members participating in
both the State Ad Hoc Workgroup and the Cost Reporting Ad Hoc Workgroup
calls and in-person meetings. The agenda for each session was consistent
with the meeting goals of the Task Force Charter.
12.4 Recommendation of the County Review Process Workgroup:
The recommendations of the County Review Process Ad Hoc Workgroup have
been separated into two categories – Regulatory and Administrative.
Regulatory Recommendations:
The Task Force recommends that 55 Pa. Code § 3170.84(a)(2) be repealed
or permanently waived. This provision currently restricts state participation
to the lowest rate for the same service. While this approach may have had
merit when originally adopted, county expectations and contract
requirements of service providers have increased and diversified, resulting in
service variations, even under the same program/service title.
For a number of years both counties and providers have recognized that
even though the same service may be delivered in different counties, the
costs incurred by providers are not identical. These variations result from
transportation costs for family and child contacts, visitation supervision and
care-related meetings, differences in the staff time used for travel and
follow-up, county wage and training expectations for provider agency staff,
documentation requirements, county contract performance standards,
provider involvement in court proceedings and wage scales in urban and
suburban locales.
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The elimination of this regulatory citation would support open and
individualized contract negotiations and allow the state to appropriately
participate in the costs of these services.
Administrative Recommendations:
The basis of county and provider negotiation will be the cost report and
related outcomes data. The cost report is due to the county by March 31st.
Providers may submit their cost reports to the counties earlier if they are
available. Counties may begin review and negotiation with the provider
upon receipt of the cost report. This review and negotiation should include
federal and state funding allowability and reasonableness. To enable the
provider to know who to send the cost reports to, the recommendation is
that the county sends out a Letter of Intent to Contract or other
correspondence to the provider by March 1st. The provider will have 30 days
from the date of the letter or other correspondence to respond with their
cost reports. If the county does not send a Letter of Intent to Contract by
March 1st or does not contact the provider in any way, the provider may still
complete the cost reports by March 31st to send to prospective contracting
counties.
The idea of caps on certain line items or categories was discussed and the
recommendation is to not include caps in the review process. It was
determined that each county can determine these levels in the
reasonableness review, and that various factors within each geographic area
can contribute to varying levels of the line item fluctuation from county-to–
county and provider-to-provider. The responsibility is on the county to
submit a responsible rate request submission consistent with the interest of
the provider, the state, and the county in the Needs-Based Plan and Budget
request.
Counties are encouraged to select desired areas for improved outcomes
based on individual county data and identification of local need. Counties
have very different needs - the outcomes prioritized by one county may not
be the same as those selected by another county. The Task Force discussed
the connection between identified and desired outcomes and the quality of
the services delivered. It quickly became clear that this relationship, with its
related implications for rates for purchased services, was beyond the scope
of the current Task Force configuration given the current time constraints.
The Task Force recommends that the selection of outcomes remain the
decision of each county based on identification of local need. It would be
beneficial to convene another workgroup charged with defining and
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structuring the relationship between desired outcomes, performance and
payment, if the Commonwealth desires to move toward validating this
connection as the basis for purchased services.
For transparency, the provider should be able to clearly see that the result of
the agreed-upon negotiated rate and the subsequent cost impact was
included in the Implementation and Needs-Based Plan and Budget request
submitted to the Department by the contracting county.
The Task Force looked at the impact of retained revenue and how the
process is currently being handled. The Task Force recommends that a
workgroup be convened to discuss the issues of retained revenue and
program losses.
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13. STATE REVIEW PROCESS AD HOC WORKGROUP
13.1 Members of the State Review Process Ad Hoc Workgroup:
A list of participants on the State Review Process Ad Hoc Workgroup is
provided in Appendix H.
13.2 Purpose of the State Review Process Ad Hoc Workgroup:
The State Review Process Ad Hoc Workgroup, in conjunction with the other
ad hoc workgroups, developed recommendations which strengthen the
existing Needs-Based Plan and Budget review process, determined the
Department’s role in educating and training providers and counties, and
identified a means to complete the education and training.
13.3 Process of the State Review Process Ad Hoc Workgroup:
The workgroup adopted a charter on October 8, 2014 to define the task
charged to the workgroup.
The workgroup completed the recommendations through conference calls
with its own workgroup members, as well as participation in conference calls
and meetings held by the other ad hoc workgroups. The agenda for each
session was consistent with meeting the goals of the Task Force Charter.
The basis for discussion in the workgroup was solely
recommendations and discussions of the other ad hoc workgroups.

on

the

Discussions regarding the Needs-Based Plan and Budget process were
specific to firming the county’s ability to provide justification for increased
provider costs. Improved justification of provider-specific increase requests,
presented consistently across 67 counties, will lead to an enhanced review
by the Department.
The Department reviews Needs-Based Plan and
Budgets to determine reasonableness of the county’s request, which includes
other purchased services.
The workgroup addressed education and training needs presented by the
other ad hoc workgroups. Recurring themes included:
•
•

Needs-Based Plan and Budget
Direct versus indirect Costs
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•
•
•

Allowable versus unallowable Act 148 costs
Use of audit information in the analysis of budget documentation
Retained revenue for non-profit organizations

Training needs around the Sample Other Purchased Services Cost Reporting
(Excel) Tool proposed by the Cost Reporting Ad Hoc Workgroup were not
addressed as the recommendations do not include any requirement to use
the tool.
Discussions regarding the content, delivery and timing of the education and
training ensued. The result was that the needs identified did not require
formal training; clarification in the form of an attachment to the standard
issued documents could suffice, with the exception of education regarding
the Needs-Based Plan and Budget process.
The workgroup developed a draft document to address Act 148 allowability
of costs based on 55 Pa. Code Chapter 3140 (Planning and Financial
Reimbursement Requirements for County Children and Youth Social Service
Programs) and Chapter 3170 (Allowable Costs and Procedures for County
Children and Youth), and the Office of Management and Budget (OMB)
Circular A-122, titled "Cost Principles for Non-Profit Organizations," as well
as the OMB Final Rule regarding Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards.
The workgroup did not develop draft documents to clarify the difference
between direct and indirect costs or to provide guidance to counties to assist
in utilization of independent audit information in the analysis of actual and
projected costs as reported in the budget documentation, as these
documents should include input and review from a larger stakeholder group,
beyond that of the Task Force.
Retained revenue for non-profit organizations was a challenging topic that
was not able to be fully addressed by this workgroup. While the importance
of having funds available to support ongoing operational needs was agreed
upon, the workgroup felt that this subject was a larger issue that needed to
be discussed separately from of any recommendations of the Task Force.
Training for the Needs-Based Plan and Budget process currently exists in the
form of facilitated discussions. Training opportunities are presented yearly,
at a minimum, by the Department.
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13.4 Recommendations
Workgroup:

of

the

State

Review

Process

Ad

Hoc

The recommendations of the State Review Process Ad Hoc Workgroup have
been separated into two categories – Regulatory and Administrative.
Regulatory Recommendations:
The Department develops a process and timeline for revisions to 55 Pa. Code
Chapter 3170 (Allowable Costs and Procedures for County Children and
Youth) to incorporate inclusion of a cost reporting document that meets the
standard guidelines proposed by the Cost Reporting Ad Hoc Workgroup.
Specifically, 55 Pa. Code § 3170.93 (e)(1) be amended to include a cost
reporting document as agreed upon by the Task Force as an attachment to
any contract or service agreement for other purchased services.
Administrative Recommendations:
The Department releases the proposed standard guidelines and the
accompanying definitions and Excel Tool created by the Standardized Cost
Report Ad Hoc Workgroup, as a policy document to counties.
This
recommendation is contingent upon regulatory change (see above). The
standard guidelines cover all areas deemed necessary to complete a contract
negotiation based on budget documentation. Furthermore, requiring data in
a similar format with standard cost categories from providers eases the
reporting and review process for all involved.
The Department’s role
includes initial release of the policy, and release of any updates or
clarifications as needed and agreed upon by the Task Force.
The Department addresses the educational needs listed below by creating,
with the involvement of stakeholders, training resources to be released in
the form of attachments to the policy document recommended above.
•
•
•
•

Direct versus indirect costs – Who decides?
State Act 148 reimbursement - allowable and unallowable
costs
How to use audit information in the analysis of budget
documentation
A Frequently Asked Questions document

The Department continues to assess any additional needs for education or
training that may develop.

December 24, 2014

62 | P a g e

Act 55 of 2013 -- Report of the Recommendations of the Rate Methodology Task Force to the General Assembly, December 2014

The Department plays a role in the presenting of the Task Force
recommendations for other purchased services in a large public forum. This
presentation should be recorded in video format and will serve as the initial
education and training opportunity for providers and counties regarding the
recommendations.
The Department will continue to provide Needs-Based Plan and Budget
education opportunities to both counties and providers. The Department
currently provides, at a minimum, annual education opportunities regarding
the Needs-Based Plan and Budget process to counties. The use of a cost
report document supports the counties ability to include and justify providerspecific increase requests to the Department for review.
The Task Force recommends development of a separate workgroup to
address the unresolved matter of retained revenue and program losses.
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14. RECOMMENDATIONS REQUIRING SPECIFIC
REGULATORY CHANGES
The Department will develop a process and timeline for revisions to 55 Pa.
Code Chapter 3170 (Allowable Costs and Procedures for County Children and
Youth) to incorporate inclusion of a cost reporting document that meets the
standard guidelines proposed by the Cost Reporting Ad Hoc Workgroup.
55 Pa. Code § 3170.84(a) (2):
The Task Force recommends that 55 Pa. Code § 3170.84(a)(2) be repealed
or permanently waived. This provision currently restricts state participation
to the lowest rate for the same service. While this approach may have had
merit when originally adopted, county expectations and contract
requirements of service providers have increased resulting in service
variations, even under the same program/service title.
Counties and
providers should be able to negotiate without the constraint of having to
maintain the same rate as other counties using this same provider. The
elimination of this regulatory cite would support open and individualized
contract negotiations.
55 Pa. Code § 3170.93:
The Task Force recommends that 55 Pa. Code § 3170.93 (e)(1) be amended
to include a cost reporting document as agreed upon by the Task Force as
an attachment to any contract or service agreement for other purchased
services.
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15. ADMINISTRATIVE RECOMMENDATIONS
The Task Force recommends that the county sends out a Letter of Intent to
Contract or other correspondence to the provider by March 1st. The provider
will have 30 days from the date of the letter or other correspondence to
respond with their cost reports. If the county does not send a Letter of
Intent to Contract by March 1st or does not contact the provider in any way,
the provider may still complete the cost reports by March 31st to send to
prospective contracting counties.
Counties may begin review and
negotiation with the provider upon receipt of the cost report.
The Task Force, after careful consideration, does not recommend the
inclusion of caps on certain line items or categories. Counties can determine
these levels in the reasonableness review, as various factors within each
geographic area can contribute to varying levels of the line item fluctuation
from county-to–county and provider-to-provider. The responsibility is on the
county to submit a responsible rate request submission consistent with the
interest of the provider, the state, and the county in the Needs-Based Plan
and Budget request.
The Task Force recommends the convening of an additional workgroup to be
charged with defining and structuring the relationship between desired
outcomes, performance and payment as the basis for purchased services.
The selection of outcomes should remain the decision of each county based
on identification of local need.
For transparency, the provider should be able to clearly see that the result of
the agreed-upon negotiated rate and the subsequent cost impact was
included in the Implementation and Needs-Based Plan and Budget request
submitted to the Department by the contracting county.
The Task Force looked at the impact of retained revenue and how the
process is currently being handled. The Task Force recommends that a
workgroup be convened to discuss the issues of retained revenue and
program losses.
The Task Force recommends that the Department release the proposed
standard guidelines and the accompanying definitions and excel Tool created
by the Standardized Cost Report Ad Hoc Workgroup as a policy document to
counties. This recommendation is contingent upon regulatory change as
referenced earlier in this report. The standard guidelines cover all areas
deemed necessary to complete a contract negotiation based on budget
documentation. Requiring data in a similar format with standard cost
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categories from providers eases the reporting and review process for all
involved. The Department’s role includes initial release of the policy, and
release of any updates or clarifications as needed and agreed upon by the
Task Force.
The Task Force recommends that the Department address identified
educational needs through training resource aides and job tools released at
the same time as the applicable process documents. Training will clarify
direct and indirect costs, allowable Act 148 reimbursement, the use of
independent audit information and a Frequently Asked Questions document.
The Department should continue to assess any additional needs for
education or training that may develop. The Department currently provides
annual educational opportunities regarding the Needs Based Plan and Budget
process and will expand the audience to include providers.
The Task Force recommends that the Department plays a role in the
presenting of the Task Force recommendations for other purchased services
in a large public forum. This presentation should be recorded in video
format and will serve as the initial education and training opportunity for
providers and counties regarding the recommendations.
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