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Q1.  Can the grant money be used for provider start-up costs?  
 
A1.  Provider start-up costs are not reimbursable under this demonstration.  However, CMS is 
reimbursing awardees for the costs associated with the development of the required 
implementation plan.  For more detail on reimbursable administrative costs, see 42 CFR 
§433.15.   
 
Q2. Can the grant money be used to pay for increased provider reimbursement rates?  
 
A2.  Provider rates are determined by the State.  CMS requires States to have a methodology for 
determining rates.   

 
Q3.  Can the grant money be used to pay for services identified and approved by CMS as 
new waiver services?   
 
A3. Demonstration funds will be used to reimburse states for federal share of HCBS/1915 (c) 
services provided to enrolled individuals and for the federal share of administrative costs 
associated with demonstration development and implementation.  However demonstration funds 
may not be used to augment any other services not associated with this demonstration or existing 
HCBS waivers operated by the State. 
 
Q4. The State could elect to increase eligibility, thereby increasing the number of Medicaid 
recipients.  Can the grant pay for more than just the federal share for these new recipients? 
 
A4. No.  Demonstration funds will be used to reimburse states for federal share of HCBS/1915 © 
services provided to enrolled individuals and for the federal share of administrative costs 
associated with demonstration development and implementation. 

 
Q5. Could the grant pay for staff to work with providers to help them identify community 
alternatives to institutional care? 
 
A5. The proposed activity of collaboration between state staff and providers is an administrative 
activity, not a direct service to a recipient.  Therefore, the cost of such collaboration may be 
funded as an administrative activity under 42 CFR §433.15. 

 
 
 
 
 
 



 
Q6.  There were many questions raised on the Applicants Teleconference on Tuesday 
September 19, 2006 concerning Eligibility of Enrollees to participate in this demonstration 
grant program. The answer below gives more detailed instructions to applicants 
concerning eligible enrollees, restating the intent of the demo as per Section 6063 of the 
DRA of 2005. 
 
A6.  The purpose of this demonstration is to provide an opportunity for children and youth who 
reside in, or are in immediate need of admission to Psychiatric Residential Treatment Facilities 
(PRTFs) to receive home and community-based services (HCBS) under this Demonstration 
Grant Program.  In accomplishing this goal, we expect applicant’s to have a primary focus on 
transitioning children already residing in institutional settings, but also consider how to divert 
those children in immediate need of admission.  These children must meet the State's defined 
level of care criteria for PRTFs which is required to be documented in your submission package 
of the application.  
 
In addition, Section 6063 identifies a Psychiatric Residential Treatment Facility as a Facility, 
under section 483.352 of title 42 of the Code of Federal Regulations, Definitions:  Psychiatric 
Residential Treatment Facility means a facility other than a hospital that provides psychiatric 
services in Subpart D of part 441 of this chapter to individuals under 21, in an inpatient setting.  
Subpart D- Inpatient Psychiatric Services for Individuals, Under the Age of 21 in Psychiatric 
Facilities or Programs.  
 
The services in the PRTF:  
1. Must be directed by a physician.   
2. Must be accredited by the Joint Commission on Accreditation of Healthcare Organizations 
(JCAHO), or  
3. If not accredited by the JCAHO, the Commission on Accreditation of Rehabilitation Facilities, 
The Council on Accreditation of Families and Children, or any other accrediting organization 
with comparable standards that is recognized by the State.  
4. Inpatient psychiatric services furnished in a Psychiatric Residential Treatment Facility as 
defined in section 483.352 must satisfy all the requirements in subpart G of part 483 of this 
chapter governing the use of restraint and seclusion. 
 
This demonstration's goal is to provide an opportunity for the eligible enrollees that meet the 
PRTF level of care, as described above, to access Home and Community-based services (HCBS) 
under a 1915c Waiver Demonstration Program that are not authorized to receive (HCBS) by the 
Social Security Act, section 1915c due to the exclusion of Psychiatric Residential Treatment 
Facilities from the facilities in section 1915 (c)(1). 
 
Q7. Is a state eligible to apply if they do not have any PRTFs as part of the psych under 21 
benefit included in the State Medical Assistance Plan?   
 
A7.  A State is eligible to apply for the demonstration if it pays for services in institutions that 
meet the criteria for PRTFs as defined on page 6 of the solicitation, which is as follows:   

 



Any non-hospital facility with a provider agreement with a State Medicaid Agency to 
proved the in patient services benefit to Medicaid –eligible individuals under the age of 
21 (42 CFR §441.150- §441.182). The facility must be accredited by the Joint 
Commission on Accreditation of Health care Organizations (JCAHO) or any other 
accrediting organization with comparable standards recognized by the state. Additional 
PRFTS must comply with conditions of Participation on the use of restraint and 
seclusion (42 CFR §483.350-§483.376). 

 
States may apply if they pay for services for eligible youth residing in entities that meet the 
PRTF definition even if the institutions are out of State, or have not yet been certified as PRTFs 
by CMS.  For States that pay for services in entities that are not yet certified, CMS will require 
the State to demonstrate that they meet the requirements cited in the definition.   

 
States who intend to use the demonstration to divert youth from PRTFs don’t need to be actively 
serving youths in such an institution but the state has to ensure that diverted youths meet the 
PRTF level of care criteria as defined by the state, or the state in which youth are residing in a 
PRTF. 
 
Q8. Which organizations under the State are eligible to apply for this demonstration? 
 
A8. As stated on page 20, any single State Medicaid Agency (SMA), State Mental Health 
Authority, or instrumentality of the states may apply.  However, if the applying entity is not the 
single SMA, the application must include a letter of endorsement from the SMA.  In addition, 
since the single SMA has certain statutory, regulatory, and administrative obligations under the 
1915 (c) program, panel reviewers will be instructed to review each application to ensure those 
obligations have been aptly accounted for under the demonstration, for example; by an explicit 
memorandum of agreement. 

 
Q9. Can a state operate this demonstration in collaboration with other authorities that 
serve the target population of the demonstration? 
 
A9. States may consider applying for the demonstration when other funding authorities serve the 
target youth.  When youth are served through another Federal funding source, States may not 
supplant those funds with demonstration funding.  When youth are already served using existing 
authorities such as a prepaid managed care program under 1915(b) waiver or an 1115 
demonstration it is important for States to consider how the PRTF demonstration funds would 
assist them either providing additional services that are not possible under the existing 
authorities, or in serving the youth who would not be able to be served in the community.  
 
Q10. Will all Medicaid funded services provided to demonstration participants be charged 
against a States budget cap or only those services which are covered under the 
demonstration? 
 
A10.  The costs that will be reimbursed from the demonstration funding include the federal share 
of the 1915 (c) services provided to enrolled individuals and the federal share of administrative 
costs associated with demonstration development and implementation.  Successful applicants 



will receive a grant award with a determined grant amount and this will serve as the grantees’ 
total available federal funds.  However, CMS will work with each grantee during the 
development period and annually thereafter to determine if any adjustments in the total projected 
funding is necessary.  See Attachment 6 of the solicitation for a description of Home and 
Community Based Services.   
 
Q11.  The solicitation states that States will be reimbursed based on services delivered.  
Can States that operate under a prepaid managed care arrangement apply for the 
demonstration?  
 
A11.  States with managed care arrangements may apply for the demonstration.  However, CMS 
will reimburse based on actual service costs, and will not prepay States for services.    
 
Q12.  According to page 18 of the solicitation States will be reimbursed based on the 
requirements in 42 CFR §433.15.  Yet, in Attachment 2 – Prohibited Use of Grant Funds, it 
states that funding cannot be used to provide infrastructure for which matching funds are 
available at the 90/10 matching rate, such as certain information systems projects.  Please 
clarify this discrepancy. 
 
A12.  CMS will consider all administrative expenses under 42 CFR §433.15 for reimbursement 
under the demonstration.  For enhanced match rates such as those provided for the design, 
development, or installation of mechanized claims processing systems [42 CFR §433.15(b)(3)], 
States will have to follow existing CMS procedures for approval.   
 
Q13:  Why is "Level of Care" one of the key requirements to determine the eligible 
population for states to consider in the application? 
 
A13:  This demonstration was designed to provide an alternative service setting for those 
children that would already qualify for the “psych under 21 benefits”.  While States can use this 
demonstration to either transition or divert children and youths from PRTFs, children who are 
not already in a PRTF must meet that level of care determination to be served under the 
demonstration. States diverting children from PRTF should take great care to ensure that these 
diverted children meet the State’s level of care for PRTF.  
  
Q14:  How will cost neutrality be determined? 
 
A14:  The demonstration solicitation indicates on page 17 that budget neutrality must be 
established and maintained throughout the demonstration. The term cost neutrality is attestation 
that provision of services under a 1915(c) waiver program will not cost more than the provision 
of the same services in an institution. For the purpose of the demonstration cost neutrality and 
financial neutrality are the same. When the demonstration period ends those states wishing to 
convert the demonstration to a 1915(c) waiver program will be required to establish and maintain 
cost neutrality as applied in the HCBS waiver program. 
 
 
 



Q15.  Where can you find the eligibility requirements of the grant? 
 
A15.  Please review the solicitation. The solicitation presents the definition of a PRTF on page6, 
eligible participants on page 9, and eligible applicants on page 20. Also review all of the 
Additional Guidance that has been provided at this website. 
 
 
Q16.   Is a Budget and Budget Narrative required in the application submission? 
 
A16.   This is a clarification of, Section IV, F., Part 5 on page 27 of the solicitation. In addition 
to completing the Financial Neutrality Form where you will compare service costs of both 
institutional services and home and community-based services, completion of Budget Form 
#424A is required.  This form also allows a projection of reimbursable administrative costs 
(please refer to additional guidance provided at this website further defining reimbursable 
administrative costs) Please indicate on the SF-424A line H, Other-- the total costs for services 
from your Financial Neutrality Form C-1 Column  4, D+D' ( see page 41). In addition to the 
Financial Neutrality Form and the SF-424A, a detailed Budget Narrative must be submitted 
indicating all administrative reimbursement costs and how these costs enable implementation 
and ongoing administration of this demonstration grant program. 
 
 


