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DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services

7500 Security Boulevard, Mail Stop S3-14-28

Baltimore, Maryland 21244-1850

CMS

CENTERS FOR MEDICARE & MEDICAID SERVICES
CENTER FOR MEDICAID & CHIP SERVICES

Financial Management Group

March 10, 2026

Trinity Wilson

Medicaid Director Health Care Authority
PO Box 45502

Olympia, WA 98504-5010

RE: TN 25-0030

Dear Acting Director Wilson:

The Centers for Medicare & Medicaid Services (CMS) has reviewed the proposed Washington
state plan amendment (SPA) to Attachment 4.19-A, WA 25-0030, which was submitted to CMS on
December 16, 2025 . This plan amendment updates the hospital outlier threshold amount.

We reviewed your SPA submission for compliance with statutory requirements, including in
sections 1902(a)(2), 1902(a)(13), 1902(a)(30), 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 Tom Caughey at
517-487- 8598 or via email at tom.caughey(@cms.hhs.gov.

Sincerely,

Rory Howe
Director
Financial Management Group

Enclosures



DEPARTMENT OF HEALTH ANDHUMAN SERVICES
CENTERS FOR MEDICARE & MEDICAID SERVICES

FORM APPROVED
OMB No. 0938-0193

TRANSMITTAL AND NOTICE OF APPROVAL OF

STATE PLAN MATERIAL

FOR: CENTERS FOR MEDICARE & MEDICAID SERVICES

1. TRANSMITTAL NUMBER 2. STATE
2 5 —0 0 3 0 WA
3. PROGRAM IDENTIFICATION: TITLE OF THE SOCIAL

SECURITY ACT @ XIX O XX

TO: CENTER DIRECTOR
CENTERS FOR MEDICAID & CHIP SERVICES
DEPARTMENT OF HEALTH AND HUMAN SERVICES

4. PROPOSED EFFECTIVE DATE
January 1, 2026

5. FEDERAL STATUTE/REGULATION CITATION
1905(a) of the Social Security Act; 42 CFR 440

6. FEDERAL BUDGET IMPACT (Amounts in WHOLE dollars)
a FFY__ 2026 $_0

b. FFY___2027 $_ 0

7. PAGE NUMBER OF THE PLAN SECTION OR ATTACHMENT

Attachment 4.19-A Part | page 14

8. PAGE NUMBER OF THE SUPERSEDED PLAN SECTION
OR ATTACHMENT (if Applicable)

Attachment 4.19-A Part 1 page 14 (TN 24-0034)

9. SUBJECT OF AMENDMENT
Update Hospital Outlier Threshold Amount

10. GOVERNOR'S REVIEW (Check One)

O GOVERNOR'S OFFICE REPORTED NO COMMENT
COMMENTS OF GOVERNOR'S OFFICE ENCLOSED
O NO REPLY RECEIVED WITHIN 45 DAYS OF SUBMITTAL

(®) OTHER, ASSPECIFIED:

15. RETURN TO
State Plan Coordinator

12. TYPED NAME
Trinity Wilson

POB 42716
Olympia, WA 98504-2716

13. TITLE
Interim Medicaid Director

14. DATE SUBMITTED
December 16, 2025
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USE ONLY

16. DATE RECEIVED
December 16, 2025
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January 1, 2026

20. TYPED NAME OF APPROVING OFFICIAL
Rory Howe
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21. TITLE OF APPROVING OFFICIAL
Director, FMG
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REVISION ATTACHMENT 4.19-A
Part |, Page 14

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT

State WASHINGTON

METHODS AND STANDARDS FOR ESTABLISHING
PAYMENT RATES FOR INPATIENT HOSPITAL SERVICES

C. GENERAL REIMBURSEMENT POLICIES (cont.)
3. High Outlier Payments

High-outliers are cases with extraordinarily high costs when compared to other cases in the same DRG.
The reimbursement system includes an outlier payment for these cases.

For dates of admission on or after July 1, 2014, the Agency allows a high outlier payment for
claims that meet high outlier qualifying criteria. To qualify, the claims’ estimated cost must be in
excess of the DRG inlier + threshold.

Only DRG claims qualify for outlier payments. If a claim qualifies, the outlier payment is the costs
in excess of the outlier threshold factor multiplied by an outlier adjustment factor. Total payment
is outlier plus inlier. (The inlier is the hospital’s specific DRG rate multiplied by the relative
weight).

a) Estimated Cost. The cost of a claim is estimated by multiplying the hospital’s Ratio of Cost to
Charges (RCC) by the billed charges.

b) Outlier Threshold Factor. The inlier is multiplied by a date specific factor to determine the
threshold that must be met in order to qualify for an outlier payment. This factor is referred to
as the outlier threshold factor. For dates of admission during the period beginning July 1,
2014, and ending December 31, 2025, the factor is $40,000. For dates of admission on or
after January 1, 2026, the factor is $45,000.

c) Outlier Adjustment Factor. The costs that exceed the outlier threshold are multiplied by a
date specific factor to determine the outlier payment. This factor is referred to as the outlier
adjustment factor. The outlier adjustment factor is 0.80 for claims grouping to severity of
illness (SOI) 1 and 2 and 0.95 for SOI 3 and 4.

4. Reserved

5. Reserved

6. Reserved

TN# 25-0030 Approval Date March 10, 2026 Effective Date 1/1/2026
Supersedes
TN# 24-0034





