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DEPARTMENT OF HEALTH & HUMAN SERVICES 
Centers for Medicare & Medicaid Services 
Center for Medicaid & CHIP Services 
230 South Dearborn 
Chicago, Illinois 60604 

Financial Management Group 

Trinity Wilson, Interim Director 
Health Care Authority 
PO Box 45502 
Olympia, WA 98504-5010 

RE: TN 25-0027 

Dear Interim Director Wilson, 

The Centers for Medicare & Medicaid Services (CMS) has reviewed the proposed Washington state 
plan amendment (SPA) to Attachment 4.19-B WA 25-0027, which was submitted to update the 
payment methodology for certain pharmaceuticals provided in outpatient hospital settings and clarifies 
that certain pharmaceuticals will be paid using the pharmacy fee schedule. 

We reviewed your SPA submission for compliance with statutory requirements including in 
sections 1902(a)(2), 1902(a)(13), 1902(a)(30), and 1903 as it relates to the identification of an 
adequate source for the non-federal share of expenditures under the plan, as required by 
1902(a)(2), of the Social Security Act and the applicable implementing Federal regulations. 

Based upon the information provided by the state, we have approved the amendment with an 
effective date of January 1, 2026. We are enclosing the approved CMS-179 and a copy of the new 
state plan pages. 

If you have any additional questions or need further assistance, please contact DRR analyst James 
Moreth at (206) 615-2043 or via email at James.Moreth@CMS.HHS.GOV. 

Sincerely, 

Todd McMillion 
Director 
Division of Reimbursement Review 

Enclosures 

March 12, 2026
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

State WASHINGTON 

____________________________________________________________________________ 
TN# 25-0027   Approval Date Effective Date 1/1/2026 
Supersedes 
TN# 25-0014 

VIII. Institutional Services

A. Outpatient hospital services
Outpatient Prospective Payment System (OPPS)
Duplicate payment for services does not occur. Non-Critical Access Hospital (CAH) outpatient hospital
services are reimbursed using the Medicaid agency’s Outpatient Prospective Payment System (OPPS).
Under OPPS, services are reimbursed using one of the following payment methods:
1. Payment Grouping

a. Ambulatory Patient Classifications
b. Enhanced Ambulatory Patient Groups
c. Supplemental Payments

2. Fee schedule
3. Actual Acquisition Cost (AAC)

1. Payment Grouping
a. For dates of service prior to July 1, 2014, the agency uses the Ambulatory Patient

Classifications (APC) to classify OPPS services.

Effective for dates of service on or after July 1, 2013, payments for services reimbursed using
the APC method at Prospective Payment System hospitals (as defined in Attachment 4.19-A,
Part 1) will decrease by twenty-four and fifty-five hundredths percent (24.55%) from the rates
that were established for dates of admission on and after July 7, 2011.  This adjustment is in
accordance with Chapter 74.60 RCW, as amended by the Legislature in 2013.  The July 1,
2013, rates will be four percent (4.00%) lower than the July 1, 2009, rates.

b. Effective July 1, 2014, the agency uses the Enhanced Ambulatory Patient Groups (EAPG) to
classify OPPS services.  Under the EAPG system, the reimbursement of outpatient hospital
services will include packaging of like services into groups with similar resource use.

For a significant procedure, the EAPG payment formula is as follows:
EAPG Relative Weight (RW) multiplied by the Hospital-Specific Conversion Factor 
multiplied by the Pricing Discount (if applicable) multiplied by the Policy Adjustor (if 
applicable) 

To pay outpatient services under EAPG, the agency: 
i. Uses the national standard RWs developed by the 3M Corporation for determining

relative resource intensity within the EAPG system. The relative weights are changed
when grouper versions are changed. The relative weights effective April 1, 2025, are
published on the agency’s website. See 4.19-B, I, General, #G for the agency’s website
where the fee schedules are published.

ii. Calculates a conversion factor for each hospital.  Each conversion factor is based on a
statewide standardized rate. The statewide standardized rate is determined at the time
of rebasing as the maximum amount which can be used to ensure that aggregate
outpatient reimbursement levels remain consistent. The statewide standardized rate is
adjusted by a hospital-specific wage index and medical education component. See
4.19-B, I. General #G for the website where the fee schedules are published.

The formula for determining a hospital’s specific conversion factor is: Statewide
Standardized Rate x ((0.6 x WageIndex) + 0.4) / (1 – (DMECost/TotalCost))-
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VIII. Institutional Services (cont)

A. Outpatient hospital services (cont)

2. Fee Schedule

For non-CAH hospitals and covered services not paid using the OPPS rate, the agency pays the 
lesser of the usual and customary charge or a fee based on an agency fee schedule for covered 
procedures.  

Services paid using the agency’s fee schedule include, but are not limited to, physical therapy, 
occupational therapy, speech/language therapy, corneal transplants, and other hospital services as 
identified and published by the agency.  

3. Actual Acquisition Cost

Certain high-cost prescribed drugs delivered during an outpatient hospital stay are paid at actual 
acquisition cost. These drugs are carved out of managed care responsibility and exempt from the 
EAPG bundled payment. These drugs are identified and published on the state’s website and 
published outpatient fee schedule. 

Except as otherwise noted in the plan, fee schedule rates are the same for both governmental 
and private providers of outpatient hospital services. The agency’s outpatient fee schedule is 
effective for services provided on and after January 1, 2026. The fee schedule is updated 
quarterly in a budget neutral manner. See 4.19-B, I, General, #G for the agency’s website 
where the fee schedules are published. 
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State:   WASHINGTON 
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Reimbursement for Pharmacy Services (cont.) 

I. General Information (cont.)

10. Certain high-cost, carved-out prescribed drugs delivered during an outpatient hospital
stay are paid at actual acquisition cost. These drugs are identified and published on the
state’s website and published outpatient fee schedule. See 4.19-B, I, General, #G for the
agency’s website where the fee schedules are published.
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