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PROPOSED RULE MAKING 

CODE REVISER USE ONLY 
 

 

CR-102 (July 2022) 
(Implements RCW 34.05.320) 

Do NOT use for expedited rule making 

Agency: Health Care Authority 

☒ Original Notice 

☐ Supplemental Notice to WSR       

☐ Continuance of WSR       

☒ Preproposal Statement of Inquiry was filed as WSR 22-07-053 ; or 

☐ Expedited Rule Making--Proposed notice was filed as WSR      ; or 

☐ Proposal is exempt under RCW 34.05.310(4) or 34.05.330(1); or 

☐ Proposal is exempt under RCW      . 

Title of rule and other identifying information: (describe subject)  
182-548-1100 Federally qualified health centers (FQHC) Definitions 
182-548-1200 FQHC Enrollment 
182-548-1300 FQHC Services 
182-548-1400 FQHC Payment methodologies 
182-548-1450 FQHC General payment information 
182-548-1500 FQHC Change in scope of service rate adjustment 
182-548-1600 FQHC Appeals related to overpayments 
182-548-1650 FQHC Appeals related to rate setting 
 
182-549-1100 Rural health clinics (RHC) Definitions 
182-549-1200 RHC Enrollment 
182-549-1300 RHC Services 
182-549-1400 RHC Reimbursement and limitations 
182-549-1450 RHC General payment information 
182-549-1500 RHC Change in scope of service rate adjustment 
182-549-1600 RHC Appeals related to overpayments 
182-549-1650 RHC Appeals related to rate setting 

Hearing location(s):   

Date: Time: Location: (be specific) Comment: 

October 11, 2022 10:00 AM In response to the coronavirus 
disease 2019 (COVID-19) public 
health emergency, the Health 
Care Authority continues to hold 
public hearings virtually without a 
physical meeting place. This 
promotes social distancing and 
the safety of the residents of 
Washington State 

To attend the virtual public hearing, you must register in 
advance: 
 

https://us02web.zoom.us/webinar/register/WN_
1XqE8IwbRdW1KM7ehMa5ug 
 
If the link above opens with an error message, please 
try using a different browser. After registering, you will 
receive a confirmation email containing information 
about joining the public hearing 

 

Date of intended adoption: October 12, 2022 (Note:  This is NOT the effective date) 

Submit written comments to: Assistance for persons with disabilities: 

Name: HCA Rules Coordinator Contact Johanna Larson 

Address: PO Box 42716, Olympia WA 98504-2716 Phone: 360-725-1349 

Email: arc@hca.wa.gov Fax: 360-586-9727 

Fax: 360-586-9727 TTY: Telecommunication Relay Services (TRS): 711 

Other:       Email: Johanna. Larson@hca.wa.gov 

By (date) October 11, 2022, by 11:59 PM Other:       

https://us02web.zoom.us/webinar/register/WN_1XqE8IwbRdW1KM7ehMa5ug
https://us02web.zoom.us/webinar/register/WN_1XqE8IwbRdW1KM7ehMa5ug
mailto:arc@hca.wa.gov
mailto:Larson@hca.wa.gov
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 By (date) September 23, 2022 

Purpose of the proposal and its anticipated effects, including any changes in existing rules: The agency is amending 
these rules to clarify the change in scope and reconciliation policies and adding an end date to sections 182-549-1400(8) and 
182-548-1400(8) to align with the APM4 Memorandum of Understanding (MOU), a new section on appeals, and 
housekeeping changes. 
 
182-548 and 182-549 – Housekeeping changes throughout 
182-548-1100/182-549-1100 Added definitions for “Cost center”, “Encounter-eligible client”, and “Medicare economic index 
(MEI)”.  Updated the “Encounter” definition to include telemedicine/audio-only telemedicine.  
182-548-1200 and 182-549-1200 – Added language “properly completed” in reference to enrollment packets and core 
provider agreements (CPA) 
182-548-1200(2)(b) – Added language to clarify that both the enrollment packet AND the CPA must be received 
182-548-1400(3)(b) – Changed language from “increased” to “adjusted” as the MEI could be an increase or a decrease 
182-549-1400(3)(b) – Updated language to avoid delays in setting a final RHC encounter rate 
182-548-1400(8) and 182-549-1400(8) – Added end date of the payment methodology to align with the memorandum of 
understanding (MOU) for participating FQHCs and RHCs 
182-548-1450/182-549-1450(1)(a), (1)(b), (2), (3) – Added language regarding one encounter per day limitation and 
appropriate exceptions 
182-548-1450/182-549-1450(4) – Added new subsection to address circumstances where there are additional visits resulting 
in additional encounters  
182-548-1450(7)(b)(iii), (A) and (B) – Added new subsection regarding prospective enhancement payment adjustments 
related to over and under payments 
182-549-1450(7)(a)(ii)(C), (D), and (E) - Added new subsection regarding prospective enhancement payment adjustments 
related to over and under payments 
182-548-1500/182-549-1500 – Added new subsection (2)(d)(i), (ii), (A) and (B) to allow more flexibility for submitting a 
change in scope 
182-548-1500/182-549-1500 – Added new subsection (2)(d)(viii) to clarify effective date for prospective change in scope 
supported by less than 12 months of data 
182-548-1500/182-549-1500(3)(a) – Added language to include agency email address; a clarification to the submission 
process 
182-548-1500/182-549-1500(4)(a)(ii) – Added language regarding documentation submission to clarify denial process 
182-548-1500/182-549-1500(4)(b)(ii) – Removed language; clarified the language and moved to change in scope 
subsection(2)(d) 
182-548-1500/182-549-1500 – Added new subsections (5)(b)(ii), (iii), and (iv), to clarify documentation the agency requires 
for post change in scope review 
182-548-1500/182-549-1500(6) – Removed section, created new appeals section 
182-548-1600/182-549-1600 – New section Appeals related to overpayments to reflect procedures in which FQHCs and 
RHCs can appeal their overpayments 
182-548-1650/182-549-1650 – New section Appeals related to rate setting to reflect the appropriate criteria for appeals 
related to FQHC and RHC rate setting 
 

Reasons supporting proposal: See Purpose 

Statutory authority for adoption: 42 U.S.C. 1396a(bb), 42 U.S.C. 1396d(2)(A), RCW 41.05.021, 41.05.160 

Statute being implemented: 42 U.S.C. 1396a(bb), 42 U.S.C. 1396d(2)(A), RCW 41.05.021, 41.05.160 

Is rule necessary because of a: 

Federal Law? ☒  Yes ☐  No 

Federal Court Decision? ☐  Yes ☒  No 

State Court Decision? ☐  Yes ☒  No 

If yes, CITATION: 42 U.S.C. 1396a(bb), 42 U.S.C. 1396d(2)(A) 

Agency comments or recommendations, if any, as to statutory language, implementation, enforcement, and fiscal 
matters: None 

Type of proponent: ☐ Private ☐ Public ☒ Governmental 

Name of proponent: (person or organization) Health Care Authority 

Name of agency personnel responsible for: 

Name Office Location Phone 

Drafting:    Valerie Freudenstein PO Box 42716, Olympia, WA 98504-2716 360-725-1344 

Implementation:  Michaela Snook PO Box 45500, Olympia, WA 98504-5500 360-725-0917 
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Enforcement:  Michaela Snook PO Box 45500, Olympia, WA 98504-5500 360-725-0917 

Is a school district fiscal impact statement required under RCW 28A.305.135? ☐  Yes ☒  No 

If yes, insert statement here: 
      

The public may obtain a copy of the school district fiscal impact statement by contacting: 

Name:       

Address:       

Phone:       

Fax:       

TTY:       

Email:       

Other:       

Is a cost-benefit analysis required under RCW 34.05.328? 

☐  Yes: A preliminary cost-benefit analysis may be obtained by contacting: 

Name:       

Address:       

Phone:       

Fax:       

TTY:       

Email:       

Other:       

☒  No:  Please explain: RCW 34.05.328 does not apply to Health Care Authority rules unless requested by the Joint 

Administrative Rules Review Committee or applied voluntarily. 

Regulatory Fairness Act and Small Business Economic Impact Statement 
Note: The Governor's Office for Regulatory Innovation and Assistance (ORIA) provides support in completing this part. 

(1) Identification of exemptions: 
This rule proposal, or portions of the proposal, may be exempt from requirements of the Regulatory Fairness Act (see 
chapter 19.85 RCW). For additional information on exemptions, consult the exemption guide published by ORIA. Please 
check the box for any applicable exemption(s): 

☒  This rule proposal, or portions of the proposal, is exempt under RCW 19.85.061 because this rule making is being 

adopted solely to conform and/or comply with federal statute or regulations. Please cite the specific federal statute or 
regulation this rule is being adopted to conform or comply with, and describe the consequences to the state if the rule is not 
adopted. 
Citation and description: 42 U.S.C. 1396a(bb), 42 U.S.C. 1396d(2)(A). Compliance with these federal guidelines is a 
requirement to receive federal match funding for FQHC and RHC providers.  In addition, noncompliance with these rules 
could result in federal audit risks to the agency. 
 

☐  This rule proposal, or portions of the proposal, is exempt because the agency has completed the pilot rule process 

defined by RCW 34.05.313 before filing the notice of this proposed rule. 

☐  This rule proposal, or portions of the proposal, is exempt under the provisions of RCW 15.65.570(2) because it was 

adopted by a referendum. 

☐  This rule proposal, or portions of the proposal, is exempt under RCW 19.85.025(3). Check all that apply: 

☐ RCW 34.05.310 (4)(b) ☐ RCW 34.05.310 (4)(e) 

 (Internal government operations)  (Dictated by statute) 

☐ RCW 34.05.310 (4)(c) ☐ RCW 34.05.310 (4)(f) 

 (Incorporation by reference)  (Set or adjust fees) 

☒ RCW 34.05.310 (4)(d) ☐ RCW 34.05.310 (4)(g) 

 (Correct or clarify language)  ((i) Relating to agency hearings; or (ii) process 

   requirements for applying to an agency for a license 
or permit) 

☐  This rule proposal, or portions of the proposal, is exempt under RCW 19.85.025(4) (does not affect small businesses). 

☐  This rule proposal, or portions of the proposal, is exempt under RCW      . 

Explanation of how the above exemption(s) applies to the proposed rule:       

(2) Scope of exemptions: Check one. 

☒  The rule proposal is fully exempt (skip section 3). Exemptions identified above apply to all portions of the rule proposal. 

https://apps.leg.wa.gov/rcw/default.aspx?cite=28A.305.135
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.328
https://www.oria.wa.gov/site/alias__oria/934/Regulatory-Fairness-Act-Support.aspx
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85&full=true
https://www.oria.wa.gov/Portals/_oria/VersionedDocuments/RFA/Regulatory_Fairness_Act/RFA-Exemptions.docx
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85.061
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.313
https://apps.leg.wa.gov/rcw/default.aspx?cite=15.65.570
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85.025
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=34.05.310
https://apps.leg.wa.gov/rcw/default.aspx?cite=19.85.025
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☐  The rule proposal is partially exempt (complete section 3). The exemptions identified above apply to portions of the rule 

proposal, but less than the entire rule proposal. Provide details here (consider using this template from ORIA):        

☐  The rule proposal is not exempt (complete section 3). No exemptions were identified above. 

(3) Small business economic impact statement: Complete this section if any portion is not exempt. 

If any portion of the proposed rule is not exempt, does it impose more-than-minor costs (as defined by RCW 19.85.020(2)) 
on businesses? 

☐  No  Briefly summarize the agency’s minor cost analysis and how the agency determined the proposed rule did not 

impose more-than-minor costs.       

☐  Yes Calculations show the rule proposal likely imposes more-than-minor cost to businesses and a small business 

economic impact statement is required. Insert the required small business economic impact statement here: 
      

 

The public may obtain a copy of the small business economic impact statement or the detailed cost calculations by 
contacting: 

Name:       

Address:       

Phone:       

Fax:       

TTY:       

Email:       

Other:       

 
Date: September 7, 2022 

 

Name: Wendy Barcus 
 

Title: HCA Rules Coordinator 

Signature: 

 
 

https://www.oria.wa.gov/RFA-Exemption-Table


AMENDATORY SECTION (Amending WSR 15-11-008, filed 5/7/15, effective 
6/7/15)

WAC 182-548-1100  Federally qualified health centers—Defini-
tions.  This section contains definitions of words or phrases that ap-
ply to this chapter. Unless defined in this chapter ((or)), the defi-
nitions found in chapter 182-500 WAC((, the definitions found in the 
Webster's New World Dictionary)) apply.

"APM index" - The agency uses the alternative payment methodology 
(APM) ((is used)) to update APM encounter payment rates on an annual 
basis. The APM index is a measure of input price changes experienced 
by Washington's federally qualified health center (FQHC) and rural 
health clinic (RHC) providers. The index is derived from the federal 
medicare economic index (MEI) and Washington-specific variable meas-
ures.

"Base year" - The year that is used as the benchmark in measuring 
((a center's)) an FQHC's total reasonable costs for establishing base 
encounter rates.

"Cost center" - A category of service approved to be provided by 
the FQHC under WAC 182-548-1200 and reported in the medicaid cost re-
port. The categories of services provided by the FQHC may include med-
ical, mental health, dental, maternity support services, and substance 
use disorder.

"Cost report" - A statement of costs and provider utilization 
that occurred during the time period covered by the cost report. FQHCs 
((must)) complete a cost report when there is a request for a change 
in scope rate adjustment, there is a rebasing of the encounter rate, 
or ((when)) the ((medicaid)) agency sets a base rate.

"Encounter" - A face-to-face or telemedicine (including audio-on-
ly telemedicine) visit between ((a)) an encounter-eligible client and 
((a)) an FQHC provider (((e.g., a physician, physician's assistant, or 
advanced registered nurse practitioner))) who exercises independent 
judgment when providing services that qualify for ((an)) encounter 
rate reimbursement.

"Encounter-eligible client" - A client who receives benefits un-
der Title XIX (medicaid) or Title XXI (CHIP).

"Encounter rate" - A cost-based, facility-specific rate for cov-
ered FQHC services((, paid to an FQHC for each valid encounter it 
bills)).

"Enhancements (also called managed care enhancements)" - A month-
ly amount ((paid by)) the agency pays to FQHCs for each client enrol-
led with a managed care organization (MCO). ((MCOs)) FQHCs may con-
tract with ((FQHCs)) MCOs to provide services under managed care pro-
grams. FQHCs receive enhancements from the agency in addition to the 
negotiated payments they receive from the MCOs for services provided 
to enrollees.

"Federally qualified health center (FQHC)" - An entity that has 
entered into an agreement with the Centers for Medicare and Medicaid 
Services (CMS) to meet medicare program requirements under 42 C.F.R. 
405.2434 and:

(((1))) (a) Is receiving a grant under section 329, 330, or 340 
of the federal Public Health Service (PHS) Act, or is receiving fund-
ing from such a grant under a contract with the recipient of such a 
grant and meets the requirements to receive a grant under section 330 
of the ((Public Health Service)) PHS Act;
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(((2))) (b) Based on the recommendation of the PHS, is determined 
by CMS to meet the requirements for receiving such a grant;

(((3))) (c) Was treated by CMS, for purposes of medicare part B, 
as a comprehensive federally funded health center (FFHC) as of January 
1, 1990; or

(((4))) (d) Is an outpatient health program or facility operated 
by a tribe or tribal organization under the federal Indian Self-Deter-
mination and Education Assistance Act of 1975 or ((by)) an Urban Indi-
an organization receiving funding under Title V of the federal Indian 
Health Care Improvement Act of 1976.

"Fee-for-service" - A payment method the agency uses to pay pro-
viders for covered medical services provided to Washington apple 
health clients, ((except those)) which excludes services provided 
((under)) by the agency's ((prepaid)) contracted managed care organi-
zations ((or those)) and services that qualify for an encounter rate.

"Interim rate" - The rate ((established by)) the agency estab-
lishes to pay an FQHC for covered FQHC services prior to the estab-
lishment of a permanent rate for that ((facility)) FQHC.

"Medicare economic index (MEI)" - An index published in the Fed-
eral Register used in the calculation of changes to determine allowed 
charges for physician services. The agency adjusts FQHC encounter 
rates and enhancement rates by the MEI each year on January 1st.

"Rebasing" - The process of recalculating encounter rates using 
actual cost report data.

AMENDATORY SECTION (Amending WSR 15-11-008, filed 5/7/15, effective 
6/7/15)

WAC 182-548-1200  Federally qualified health centers—Enrollment. 
(1) To enroll as a Washington apple health provider and receive pay-
ment for services, a federally qualified health center (FQHC) must:

(a) Receive FQHC certification for participation in the Title 
XVIII (medicare) program according to 42 C.F.R. 491;

(b) Sign a core provider agreement with the medicaid agency; and
(c) Operate in accordance with applicable federal, state, and lo-

cal laws.
(2) The medicaid agency uses one of two timeliness standards for 

determining the effective date of a medicaid-certified FQHC.
(a) The agency uses medicare's effective date if the FQHC returns 

a properly completed core provider agreement and a properly completed 
FQHC enrollment packet within ((sixty)) 60 calendar days from the date 
of ((medicare's letter notifying the center)) CMS's written notifica-
tion to the FQHC of the medicare certification.

(b) The agency uses the date when both the ((signed core provider 
agreement is)) properly completed FQHC enrollment packet and properly 
completed core provider agreement have been received if ((the FQHC re-
turns the properly completed core provider agreement and FQHC enroll-
ment packet sixty-one)) either of the required documentation is sub-
mitted 61 or more calendar days after the date of medicare's letter 
notifying the clinic of the medicare certification.
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AMENDATORY SECTION (Amending WSR 15-11-008, filed 5/7/15, effective 
6/7/15)

WAC 182-548-1300  Federally qualified health centers—Services. 
(1) The following outpatient services qualify for FQHC encounter rate 
reimbursement:

(a) Physician services specified in 42 C.F.R. 405.2412.
(b) Nurse practitioner or physician assistant services specified 

in 42 C.F.R. 405.2414.
(c) Clinical psychologist and clinical social worker services 

specified in 42 C.F.R. 405.2450.
(d) Visiting nurse services specified in 42 C.F.R. 405.2416.
(e) Nurse-midwife services specified in 42 C.F.R. 405.2401.
(f) Preventive primary services specified in 42 C.F.R. 405.2448.
(2) The medicaid agency pays for FQHC services when they are:
(a) Within the scope of an encounter-eligible client's Washington 

apple health program. Refer to WAC 182-501-0060 scope of services; and
(b) Medically necessary as defined in WAC 182-500-0070.
(3) FQHC services may be provided by any of the following indi-

viduals in accordance with 42 C.F.R. 405.2446:
(a) Physicians;
(b) Physician assistants (PA);
(c) Nurse practitioners (NP);
(d) Nurse midwives or other specialized nurse practitioners;
(e) Certified nurse midwives;
(f) Registered nurses or licensed practical nurses; and
(g) Psychologists or clinical social workers.

AMENDATORY SECTION (Amending WSR 20-24-083, filed 11/25/20, effective 
1/1/21)

WAC 182-548-1400  Federally qualified health centers—Payment 
methodologies.  (1) For services provided during the period beginning 
January 1, 2001, and ending December 31, 2008, the medicaid agency's 
payment methodology for federally qualified health centers (FQHC) was 
a prospective payment system (PPS) as authorized by 42 U.S.C. 1396a 
(bb)(2) and (3).

(2) For services provided beginning January 1, 2009, FQHCs have 
the choice to be reimbursed under the PPS or to be reimbursed under an 
alternative payment methodology (APM), as authorized by 42 U.S.C. 
1396a (bb)(6). As required by 42 U.S.C. 1396a (bb)(6), payments made 
under the APM ((will be)) are at least as much as payments that would 
have been made under the PPS.

(3) The agency calculates FQHC PPS encounter rates as follows:
(a) Until an FQHC's first audited medicaid cost report is availa-

ble, the agency pays an average encounter rate of other similar FQHCs 
within the state, otherwise known as an interim rate.

(b) Upon availability of the FQHC's first audited medicaid cost 
report, the agency sets FQHC encounter rates at ((one hundred)) 100 
percent of its total reasonable costs as defined in the cost report. 
FQHCs receive this rate for the remainder of the calendar year during 
which the audited cost report became available. The encounter rate is 
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then ((increased)) adjusted each January 1st by the percent change in 
the medicare economic index (MEI).

(4) For FQHCs in existence during calendar years 1999 and 2000, 
the agency sets encounter rates prospectively using a weighted average 
of ((one hundred)) 100 percent of the FQHC's total reasonable costs 
for calendar years 1999 and 2000 and adjusted for any increase or de-
crease in the scope of services furnished during the calendar year 
2001 to establish a base encounter rate.

(a) The agency adjusts PPS base encounter rates to account for an 
increase or decrease in the scope of services provided during calendar 
year 2001 in accordance with WAC 182-548-1500.

(b) The agency determines PPS base encounter rates ((are deter-
mined)) using audited cost reports, and each year's rate is weighted 
by the total reported encounters. The agency does not apply a capped 
amount to these base encounter rates. The formula used to calculate 
base encounter rates is as follows:

Specific FQHC Base 
Encounter Rate =

(Year 1999 Rate x Year 1999 Encounters) + (Year 2000 Rate x Year 2000 Encounters)
(Year 1999 Encounters + Year 2000 Encounters) for each FQHC

(c) Beginning in calendar year 2002 and any year thereafter, en-
counter rates are ((increased)) adjusted by the MEI for primary care 
services, and adjusted for any increase or decrease in the FQHC's 
scope of services.

(5) The agency calculates the FQHC's APM encounter rate for serv-
ices provided during the period beginning January 1, 2009, and ending 
April 6, 2011, as follows:

(a) The APM utilizes the FQHC base encounter rates, as described 
in subsection (4)(b) of this section.

(b) Base rates are adjusted to reflect any approved changes in 
scope of service in calendar years 2002 through 2009.

(c) The adjusted base rates are then increased by each annual 
percentage, from calendar years 2002 through 2009, of the IHS Global 
Insight index, also called the APM index. The result is the year 2009 
APM rate for each FQHC that chooses to be reimbursed under the APM.

(6) This subsection describes the encounter rates that the agency 
pays FQHCs for services provided during the period beginning April 7, 
2011, and ending June 30, 2011. On January 12, 2012, the federal Cen-
ters for Medicare and Medicaid Services (CMS) approved a state plan 
amendment (SPA) containing the methodology outlined in this section.

(a) During the period that CMS approval of the SPA was pending, 
the agency continued to pay FQHCs at the encounter rates described in 
subsection (5) of this section.

(b) Each FQHC has the choice of receiving either its PPS rate, as 
determined under the method described in subsection (3) of this sec-
tion, or a rate determined under a revised APM, as described in (c) of 
this subsection.

(c) The revised APM uses each FQHC's PPS rate for the current 
calendar year, increased by five percent.

(d) For all payments made for services provided during the period 
beginning April 7, 2011, and ending June 30, 2011, the agency ((will)) 
recoups from FQHCs any amount in excess of the encounter rate estab-
lished in this section. This process is specified in emergency rules 
that took effect on October 29, 2011, (WSR 11-22-047) and February 25, 
2012 (WSR 12-06-002).

(7) This subsection describes the encounter rates that the agency 
pays FQHCs for services provided on and after July 1, 2011. On January 
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12, 2012, CMS approved a SPA containing the methodology outlined in 
this section.

(a) Each FQHC has the choice of receiving either its PPS rate as 
determined under the method described in subsection (3) of this sec-
tion, or a rate determined under a revised APM, as described in (b) of 
this subsection.

(b) The revised APM, known as APM-3, is as follows:
(i) For FQHCs that rebased their rate effective January 1, 2010, 

the revised APM is their allowed cost per visit during the cost report 
year increased by the cumulative percentage increase in the MEI be-
tween the cost report year and January 1, 2011.

(ii) For FQHCs that did not rebase their rate effective January 
1, 2010, the revised APM is based on their PPS base rate from 2001 (or 
subsequent year for FQHCs receiving their initial FQHC designation af-
ter 2002) increased by the cumulative percentage increase in the IHS 
Global Insight index from the base year through calendar year 2008 and 
by the cumulative percentage increase in the MEI from calendar years 
2009 through 2011. The rates were increased by the MEI effective Janu-
ary 1, 2012, and ((will be)) are increased by the MEI each January 1st 
thereafter.

(c) For all payments made for services provided during the period 
beginning July 1, 2011, and ending January 11, 2012, the agency 
((will)) recoups from FQHCs any amount paid in excess of the encounter 
rate established in this section. This process is specified in emer-
gency rules that took effect on October 29, 2011, (WSR 11-22-047) and 
February 25, 2012 (WSR 12-06-022).

(d) For FQHCs that choose to be paid under the revised APM, the 
agency ((will)) periodically rebases the encounter rates using the 
FQHC cost reports and other relevant data. Rebasing ((will be)) is 
done only for FQHCs that are reimbursed under the APM.

(e) The agency ((will)) ensures that the payments made under the 
APM are at least equal to the payments that would be made under the 
PPS.

(8) This subsection describes the payment methodology that the 
agency uses to pay participating FQHCs for services provided beginning 
July 1, 2017, and ending December 31, 2022.

(a) Each FQHC may receive payments under the APM described in 
subsection (7) of this section, or receive payments under the revised 
APM described in this subsection.

(b) The revised APM, known as APM-4, is as follows:
(i) The revised APM establishes a budget-neutral, baseline per 

member per month (PMPM) rate for each FQHC. The PMPM rate accounts for 
enhancement payments in accordance with the definition of enhancements 
in WAC 182-548-1100. For the purposes of this section, "budget-neu-
tral" means the cost of the revised APM to the agency will not exceed 
what would have otherwise been spent not including the revised APM on 
a per member per year basis.

(ii) The agency pays the FQHC a PMPM payment each month for each 
managed care client assigned to them by an MCO.

(iii) The agency pays the FQHC a PMPM rate in addition to the 
amounts the MCO pays the FQHC. The agency may prospectively adjust the 
FQHC's PMPM rate for any of the following reasons:

(A) Quality and access metrics performance.
(B) FQHC encounter rate changes.
(iv) In accordance with 42 U.S.C. 1396a (bb)(5)(A), the agency 

performs an annual reconciliation.
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(A) If the FQHC was underpaid, the agency pays the difference, 
and the PMPM rate may be subject to prospective adjustment under 
(b)(iii) of this subsection.

(B) If the FQHC was overpaid, the PMPM rate may be subject to 
prospective adjustment under (b)(iii) of this subsection.

AMENDATORY SECTION (Amending WSR 20-24-083, filed 11/25/20, effective 
1/1/21)

WAC 182-548-1450  Federally qualified health centers—General 
payment information.  (1) The agency limits FQHC encounter((s)) rate 
reimbursement to one per client, per day except in the following cir-
cumstances:

(a) ((The visits occur with different health care professionals 
with different specialties)) There is a subsequent visit due to the 
client suffering an illness or injury after the first visit that re-
quires separate evaluation and treatment on the same day for unrelated 
diagnoses; or

(b) There are separate visits ((with unrelated diagnoses.)) in 
different types of cost centers that occur with different health care 
professionals. (For example, a client with a separate medical and den-
tal visit on the same day.)

(2) ((FQHC services and supplies incidental to the provider's 
services are included in the encounter rate payment.

(3) Fluoride treatment and sealants must be provided on the same 
day as an encounter-eligible service. If provided on another day, the 
rules for non-FQHC services in subsection (4) of this section apply.

(4) Payments for non-FQHC)) All services provided within the same 
cost center performed on the same day must be included in the same en-
counter, except for in the circumstance outlined in subsection (1)(a) 
of this section.

(3) Services and supplies incidental to an encounter are included 
in the encounter rate payment and must be billed on the same claim.

(4) FQHCs must provide services in a single encounter that are 
typically rendered in a single visit based on clinical guidance and 
standards of care.

(a) FQHCs must not split services into multiple encounters unless 
there is clinical justification. (For example, fluoride treatment and 
sealants must be provided on the same day as an encounter-eligible 
service.)

(b) Clinical justification must be based on medical necessity and 
documented in the client's record.

(5) Services provided in an FQHC that are not encounter-eligible 
are ((made)) paid on a fee-for-service basis ((using the agency's pub-
lished)) according to agency rules, billing guides and fee schedules. 
((Non-FQHC services are subject to the coverage guidelines and limita-
tions listed in chapters 182-500 through 182-557 WAC.

(5) For clients enrolled with a managed care organization (MCO), 
covered FQHC services are paid for by that plan.))

(6) Managed care organization (MCO) contracted services provided 
in an FQHC for clients enrolled in an MCO are paid for by the MCO.

(7) For clients enrolled with an MCO, the agency pays each FQHC a 
supplemental payment in addition to the amounts paid by the MCO. The 
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supplemental payments, called enhancements, are paid in amounts neces-
sary to ensure compliance with 42 U.S.C. 1396a (bb)(5)(A).

(a) The FQHCs receive an enhancement payment each month for each 
managed care client assigned to them by an MCO.

(b) To ensure that the appropriate amounts are paid to each FQHC, 
the agency performs an annual reconciliation of the enhancement pay-
ments.

(i) For each FQHC, the agency compares the amount paid in en-
hancement payments to the amount determined by the following formula: 
(((Managed care encounters times encounter rate) less actual MCO pay-
ments for FQHC services.))

(Managed care encounters x encounter rate) - MCO payments for FQHC 
services

(ii) If the agency determines that the FQHC ((has been)) was 
overpaid, the agency recoups the appropriate amount. If the agency de-
termines that the FQHC ((has been)) was underpaid, the agency pays the 
difference.

(((7) Only clients enrolled in Title XIX (medicaid) or Title XXI 
(CHIP) are eligible for encounter or enhancement payments. The agency 
does not pay the encounter rate or the enhancement rate for clients in 
state-only medical programs.)) (iii) The agency may prospectively ad-
just the FQHC's monthly enhancement payments if the agency determines 
the FQHC has been overpaid or underpaid in the annual reconciliation.

(A) The agency uses the FQHC's most current reconciliation data, 
and any supplemental information provided by the FQHC to determine if 
any adjustment to the enhancement rate is necessary.

(B) If the agency determines a prospective adjustment to enhance-
ment payments is necessary, the agency notifies the FQHC in writing at 
least 30 calendar days prior to the enhancement payment adjustment.

(8) The agency pays the encounter rate and the enhancement pay-
ments with respect to services provided to encounter-eligible clients. 
Services provided to clients who are enrolled in ((state-only)) medi-
cal programs that are ((considered)) paid only in state funds are not 
encounter-eligible; these claims are paid on a fee-for-service basis 
regardless of the type of service performed.

AMENDATORY SECTION (Amending WSR 15-05-023, filed 2/9/15, effective 
3/12/15)

WAC 182-548-1500  Federally qualified health centers—Change in 
scope of service rate adjustment.  In accordance with 42 U.S.C. 1396a 
(bb)(3)(B), the agency ((will)) adjusts its payment rate to a federal-
ly qualified health center (FQHC) to take into account any increase or 
decrease in the scope of the FQHC's services. The procedures and re-
quirements for any such rate adjustment are described below.

(1) Triggering events.
(a) An FQHC may file a change in scope of services rate adjust-

ment application with the agency on its own initiative only when((:)) 
the FQHC satisfies the criteria described in (a)(i), (ii), and (iii) 
of this subsection.
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(i) When the cost to the FQHC of providing covered health care 
services to eligible clients has increased or decreased due to one or 
more of the following triggering events:

(A) A change in the type of health care services the FQHC pro-
vides;

(B) A change in the intensity of health care services the FQHC 
provides. Intensity means the total quantity of labor and materials 
consumed by an individual client during an average encounter has in-
creased;

(C) A change in the duration of health care services the FQHC 
provides. Duration means the length of an average encounter has in-
creased;

(D) A change in the amount of health care services the FQHC pro-
vides in an average encounter;

(E) Any change comparable to (a)(i)(A) through (D) of this sub-
section in which the type, intensity, duration or amount of services 
has decreased and the cost of an average encounter has decreased((; 
and)).

(ii) The cost change equals or exceeds:
(A) An increase of one and three-quarters percent in the prospec-

tive payment system (PPS) rate per encounter over one year as measured 
by comparing the cost per encounter to the then current PPS rate;

(B) A decrease of two and one-half percent in the PPS rate per 
encounter over one year as measured by comparing the cost per encoun-
ter to the then current PPS rate; or

(C) A cumulative increase or decrease of five percent in the PPS 
rate per encounter as compared to the current year's cost per encoun-
ter((; and)).

(iii) The costs reported to the agency to support the proposed 
change in scope rate adjustment are reasonable under OMB Circular 
A-122 or successor (the Uniform Grants Guidance) and other applicable 
state and federal law.

(b) At any time, the agency may instruct the FQHC to file a med-
icaid cost report with a position statement ((of)) indicating whether 
the FQHC asserts that its PPS rate should be increased or decreased 
due to a change in the scope of services (((the FQHC "position state-
ment"))).

(i) The FQHC ((must)) files a completed cost report and position 
statement no later than ((ninety)) 90 calendar days after receiving 
the instruction from the agency ((to file same; provided, however,)). 
If the FQHC has ((recently completed its fiscal year)) not received 
the annual audit report at the time of the agency's request ((but has 
not received its annual audit by the time of the request)), the FQHC 
((may at its option wait and respond to the agency's request ninety 
days after the FQHC receives its annual audit or it may submit a cost 
report)) informs the agency, in writing, that it will submit one of 
the following alternatives:

(A) The cost report and position statement within 90 calendar 
days of receiving its annual audit report; or

(B) The cost report and position statement based on the prior 
year's audit.

(ii) The agency reviews the FQHC's cost report and position 
statement ((will be reviewed)) under the same criteria listed above 
for an application for a change in scope adjustment.

(iii) The agency will not request more than one change in scope 
in a calendar year.

(2) Filing requirements.
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(a) The FQHC may apply for a prospective change in scope of serv-
ice rate adjustment, a retrospective change in scope of service rate 
adjustment, or both, in a single application.

(((i))) (b) Unless instructed to file an application by the agen-
cy, the FQHC may file no more than one change in scope of service ap-
plication per calendar year; however, more than one type of change in 
scope may be included in a single application.

(((ii))) (c) The FQHC ((must)) files for a change in scope of 
service rate adjustment ((no later than)) based on the following dead-
lines, whichever is later:

(i) Ninety calendar days after the end of the ((calendar)) FQHC's 
fiscal year ((in which)), demonstrating that the change in scope oc-
curred as documented in the medicaid cost report.

(ii) Ninety calendar days after the FQHC ((believes the change in 
scope occurred or in which the FQHC)) learned, based on its annual au-
dit, that the cost threshold in subsection (1)(a)(ii) of this section 
was met((, whichever is later)) during the fiscal year.

(((b))) (d) Prospective change in scope.
(i) ((To file)) A prospective change in scope of service rate ad-

justment application must state each triggering event listed in sub-
section (1)(a)(i) of this section that supports the FQHC's applica-
tion.

(ii) A prospective change in scope of service rate adjustment ap-
plication((, the FQHC must submit projected costs sufficient to estab-
lish an interim rate. A prospective change is)) must be based on one 
of the following:

(A) A change the FQHC plans to implement in the future. The FQHC 
submits 12 months of projected data and costs sufficient to establish 
an interim rate; or

(B) A change which occurred in the FQHC's most recent fiscal year 
with less than 12 months of experience to support the change reflected 
in the medicaid cost report. The FQHC submits a combination of histor-
ical data and projected costs sufficient to establish an interim rate.

(iii) The interim rate adjustment ((will go)) goes into effect 
after the change takes effect.

(((ii))) (iv) The interim rate is subject to the post change in 
scope review and rate adjustment process defined in subsection (5) of 
this section.

(((iii))) (v) If the change in scope occurs ((fewer)) less than 
((ninety)) 90 calendar days after the FQHC submitted a complete appli-
cation to the agency, the interim rate ((must)) takes effect no later 
than ((ninety)) 90 calendar days after the complete application was 
submitted to the agency.

(((iv))) (vi) If the change in scope occurs more than ((ninety)) 
90 calendar days but ((fewer)) less than ((one hundred eighty)) 180 
calendar days after the FQHC submitted a complete application to the 
agency, the interim rate takes effect when the change in scope occurs.

(((v))) (vii) If the FQHC fails to implement a change in service 
identified in its prospective change in scope of service rate adjust-
ment application within ((one hundred eighty)) 180 calendar days, the 
application is void and the FQHC may resubmit the application to the 
agency, in ((which case)) such a circumstance, (((a)(i))) (b) of this 
subsection does not apply.

(((c))) (viii) If the change in scope is based on a triggering 
event that already occurred but is supported by less than 12 months of 
data in the filed cost report, the interim rate takes effect on the 
date the FQHC submitted the completed application to the agency.
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(e) Retrospective change in scope.
(i) A retrospective change in scope of service rate adjustment 

application must state each ((qualifying)) triggering event listed in 
subsection (1)(a)(i) of this section that supports its application and 
include ((twelve)) 12 months of data documenting the cost change 
caused by the ((qualifying)) triggering event. A retrospective change 
in scope is a change that took place in the past and the FQHC is seek-
ing to adjust its rate based on that change.

(ii) If approved, a retrospective rate adjustment takes effect on 
the date the FQHC ((filed the)) submitted a complete application 
((with)) to the agency, as determined by the agency.

(3) Supporting documentation.
(a) To apply for a change in scope of service rate adjustment, 

the FQHC ((must include)) submits the following supporting documenta-
tion ((in the application)) to the agency in electronic format by 
email to fqhcrhc@hca.wa.gov:

(i) A narrative description of the proposed change in scope;
(ii) A description of each cost center on the cost report that 

was or will be affected by the change in scope;
(iii) The FQHC's most recent audited financial statements, if au-

dit is required by federal law;
(iv) The implementation date for the proposed change in scope; 

and
(v) Any additional documentation requested by the agency.
(b) A prospective change in scope of service rate adjustment ap-

plication must also include the projected medicaid cost report ((or)) 
and the projected medicare cost report with supplemental schedules 
necessary to identify the medicaid cost per visit for the ((twelve-
month)) 12-month period following implementation of the change in 
scope.

(c) A retrospective change in scope of service rate adjustment 
application must also include the medicaid cost report ((or)) and the 
medicare cost report with supplemental schedules necessary to identify 
the medicaid cost per visit and encounter data for ((twelve months or 
the fiscal year)) one of the following:

(i) The 12-month period following the implementation of the trig-
gering event; or

(ii) The fiscal year following implementation of the proposed 
change in scope.

(4) Review of the application.
(a) Application processing.
(i) The agency ((must)) reviews the application for completeness, 

accuracy, and compliance with program rules.
(ii) Within ((sixty)) 60 calendar days of receiving the applica-

tion, the agency ((must notify)) notifies the FQHC of any deficient 
documentation or request any additional information that is necessary 
to process the application. If the FQHC does not provide the agency 
with the documentation or information within 30 calendar days of the 
request, the agency may deny the application.

(iii) Within ((ninety)) 90 calendar days of receiving a complete 
application, including any additional documentation or information 
that the agency might request, the agency ((must)) sends the FQHC:

(A) A decision stating whether it will implement a PPS rate 
change; and

(B) A rate-setting statement if the rate change is implemented.
(iv) ((Failure to act within ninety days will mean that the 

change is considered denied by the agency and)) The FQHC may appeal 
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the decision on the application as provided for in ((subsection (6) of 
this section)) WAC 182-548-1650.

(b) Determining rate for change in scope.
(i) The agency ((must)) sets an interim rate for prospective 

changes in scope by adjusting the FQHC's existing rate by the projec-
ted average cost per encounter of any approved change. The agency 
((will)) reviews the costs to determine if they are reasonable, and 
set a new interim rate based on the determined cost per encounter.

(ii) The agency ((must)) sets an adjusted encounter rate for ret-
rospective changes in scope by adjusting the FQHC's existing rate by 
the documented average cost per encounter of the approved change. 
((Projected costs per encounter may be used if there are insufficient 
historical data to establish the rate.)) The agency ((will)) reviews 
the costs to determine whether they are reasonable, and set a new rate 
based on the determined cost per encounter.

(c) If the FQHC is paid under an alternative payment methodology 
(APM), any change in scope of service rate adjustment ((requested by 
the FQHC will modify)) approved by the agency modifies the PPS rate in 
addition to the APM.

(d) The agency may delegate the duties related to application 
processing and rate setting to a third party. The agency retains final 
responsibility and authority for making decisions related to changes 
in scope.

(5) Post change in scope of services rate adjustment review.
(a) If the approved change in scope ((application)) rate adjust-

ment was based on a retrospective change in scope application (i.e., 
based on a year or more of actual encounter data), the agency may con-
duct a post change in scope rate adjustment review.

(b) If the approved change in scope ((application was)) rate ad-
justment was based on a prospective change in scope application (i.e., 
based on less than a full year of actual encounter data), the FQHC 
((must)) submits the following information to the agency within 
((eighteen)) 18 months of the effective date of the rate adjustment:

(i) Medicaid cost report ((or)) and medicare cost report with 
supplemental schedules necessary to identify the medicaid cost per 
visit and encounter data for ((twelve)) 12 consecutive months of expe-
rience following implementation of the change in scope; ((and))

(ii) A narrative description of the request;
(iii) A description of each cost center on the cost report that 

was affected by the change in scope;
(iv) The FQHC's most recent audited financial statements, if au-

dit is required by applicable law; and
(v) Any additional documentation requested by the agency.
(c) The agency ((will)) conducts the post change in scope review 

within ((ninety)) 90 calendar days of receiving the cost report and 
encounter data from the FQHC.

(d) If necessary, the agency ((will)) adjusts the encounter rate 
within ((ninety)) 90 calendar days to ensure that the rate reflects 
the reasonable cost of the change in scope of services.

(e) A rate adjustment based on a post change in scope review 
((will)) takes effect on the date the agency issues its adjustment. 
The new rate ((will be)) is prospective.

(f) If the FQHC fails to submit the post change in scope cost re-
port or related encounter data, the agency ((must)) provides written 
notice to the center or clinic ((of the deficiency)) within ((thirty)) 
30 calendar days.
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(g) If the FQHC fails to submit required documentation within 
five months of ((this deficiency notice)) the notice identified in (f) 
of this subsection, the agency may reinstate the prechange in scope 
encounter rate going forward from the date the interim rate was estab-
lished. The agency may recoup any overpayment to the FQHC ((may be re-
couped by the agency)).

(((6) Appeals. Appeals of agency action under this section are 
governed by WAC 182-502-0220, except that any rate change begins on 
the date the agency received the change in scope of services rate ad-
justment application.))

NEW SECTION

WAC 182-548-1600  Federally qualified health centers—Appeals re-
lated to overpayments.  An overpayment assessment by the agency 
against an FQHC identified in the annual managed care reconciliation 
(see WAC 182-548-1450) may be appealed based on WAC 182-502-0230 and 
RCW 41.05A.170. Administrative hearing appeals are governed by chapter 
34.05 RCW (Administrative Procedure Act) and chapter 182-526 WAC (HCA 
administrative hearing rules).

NEW SECTION

WAC 182-548-1650  Federally qualified health centers—Appeals re-
lated to rate setting.  (1) An FQHC provider has a right to an admin-
istrative appeal of agency action related to rate setting under this 
chapter based on the rules in this section.

(a) The rules in WAC 182-502-0220 do not apply to appeals of 
agency action related to rate setting under this chapter.

(b) Appeals related to rate setting under this section are not 
governed by the Administrative Procedure Act, chapter 34.05 RCW.

(c) Any rate change that the agency grants that is the result of 
fraudulent practices on the part of the FQHC, including as described 
under RCW 74.09.210, is exempt from the appeal provisions in this 
chapter.

(d) An FQHC who fails to submit requested information as outlined 
in this chapter will be determined to have abandoned their appeal.

(2) The first level of appeal.
(a) An FQHC provider who wants to contest an agency action con-

cerning the reimbursement rate must file a written appeal with the 
agency. Written appeals must be sent to the address provided in the 
rate notification letter.

(b) The FQHC must file the appeal within 60 calendar days of the 
date of the rate notification letter from the agency, unless an exten-
sion has been granted.

(i) The agency may grant a time extension for the appeal period 
if the FQHC makes such a request before the expiration of the 60-day 
period.

(ii) The agency does not consider an appeal filed after the 60-
day period unless an extension is granted by the agency.
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(c) The appeal must include the following:
(i) A statement of the specific issue being appealed;
(ii) Supporting documentation; and
(iii) A request for the agency to recalculate the rate.
(d) When an FQHC appeals a portion of a rate, the agency may re-

view all components of the reimbursement rate.
(e) To complete a review of the appeal, the agency may do one or 

both of the following:
(i) Request additional information;
(ii) Conduct an audit of the documentation provided.
(f) The agency issues a decision or requests additional informa-

tion within 60 calendar days of receiving the rate appeal request. 
When the agency requests additional information:

(i) The FQHC has 45 calendar days from the date of the request to 
submit the additional information to the agency; and

(ii) The agency issues a decision within 30 calendar days of re-
ceipt of the additional information.

(g) Any rate increase or decrease resulting from an appeal is ef-
fective retroactively to the rate effective date in the notification 
letter. The exception is identified in (h) of this subsection.

(h) If an appeal is related to the denial of a change in scope 
rate adjustment application, any rate adjustment effective date is es-
tablished by the following rules:

(i) For prospective change in scope, the effective date of the 
rate adjustment is established by WAC 182-548-1500 (2)(d);

(ii) For retrospective change in scope, the effective date of the 
rate adjustment is established by WAC 182-548-1500 (2)(e);

(iii) For a post change in scope of services, the effective date 
of the rate adjustment is established by WAC 182-548-1500 (5)(e).

(3) The second level of appeal.
(a) When an FQHC disagrees with a rate review decision from the 

first level of appeal, it may file a request along with supporting 
documentation for a dispute conference with the agency. For this sec-
tion, "dispute conference" means an informal administrative appeal to 
resolve FQHC disagreements with an agency action not resolved at the 
first level of appeal.

(b) If an FQHC files a request for a dispute conference, it must 
submit the request to the agency within 30 calendar days after the 
date of the rate review decision.

(i) Any request for a dispute conference must be sent to the ad-
dress indicated in the rate review decision.

(ii) The agency does not consider dispute conference requests 
submitted after the 30-day period for the first level decision.

(c) The agency conducts the dispute conference within 90 calendar 
days of receiving the request.

(d) The agency-director designee issues the final decision within 
30 calendar days of the conference. Extensions of time for extenuating 
circumstances may be granted by the agency-director designee.

(e) Any rate increase or decrease resulting from a dispute con-
ference decision is effective on the date specified in the dispute 
conference decision.

(f) The dispute conference is the final level of administrative 
appeal within the agency and precedes judicial action.

(4) The agency considers an FQHC who fails to attempt to resolve 
disputed rates as provided in this section has abandoned the dispute.
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AMENDATORY SECTION (Amending WSR 20-02-070, filed 12/26/19, effective 
1/26/20)

WAC 182-549-1100  Rural health clinics—Definitions.  This sec-
tion contains definitions of words and phrases that apply to this 
chapter. Unless defined in this chapter ((or)), the definitions found 
in chapter 182-500 WAC((, the definitions found in the Webster's New 
World Dictionary)) apply.

"APM index" - The agency uses the alternative payment methodology 
(APM) ((is used)) to update APM encounter payment rates on an annual 
basis. The APM index is a measure of input price changes experienced 
by Washington's federally qualified health center (FQHC) and rural 
health clinic (RHC) providers. The index is derived from the federal 
medicare economic index (MEI).

"Base year" - The year that is used as the benchmark in measuring 
((a clinic's)) an RHC's total reasonable costs for establishing base 
encounter rates.

"Cost center" – A category of service approved to be provided by 
the RHC under WAC 182-549-1200 and reported in the medicare cost re-
port and supplemental documentation. The categories of services to be 
provided by the RHC may include medical and dental.

"Encounter" - A face-to-face or telemedicine (including audio-on-
ly telemedicine) visit between ((a client and a qualified RHC provider 
(e.g., a physician, dentist, physician's assistant, or advanced regis-
tered nurse practitioner))) an encounter-eligible client and an RHC 
provider who exercises independent judgment when providing services 
that qualify for ((an)) encounter rate reimbursement.

"Encounter-eligible client" – A client who receives benefits un-
der Title XIX (medicaid) or Title XXI (CHIP).

"Encounter rate" - A cost-based, facility-specific rate for cov-
ered RHC services((, paid to a rural health clinic for each valid en-
counter it bills)).

"Enhancements (also called managed care enhancements or supple-
mental payments)" - A monthly amount ((paid by)) the agency pays to 
RHCs through a managed care organization (MCO) that has contracted 
with the RHC to provide services to clients enrolled with the MCO. The 
enhancement is in addition to the negotiated payment that RHCs receive 
from the MCO. RHCs participating in the payment method described in 
WAC 182-549-1450 (((5))) (7)(b) do not receive enhancements.

"Fee-for-service" - A payment method the agency uses to pay pro-
viders for covered medical services provided to ((clients enrolled in 
the Title XIX (medicaid) program or the Title XXI (CHIP) program, ex-
cept those)) Washington apple health clients, which excludes services 
provided ((under)) by the agency's ((prepaid)) contracted managed care 
organizations ((or those)) and services that qualify for an encounter 
payment.

"Interim rate" - The rate ((established by)) the agency estab-
lishes to pay ((a rural health clinic)) an RHC for covered RHC serv-
ices prior to the establishment of a permanent rate for that ((facili-
ty)) RHC.

"Medicare cost report" - The cost report is a statement of costs 
and provider utilization that occurred during the time period covered 
by the cost report. RHCs must complete and submit a report annually to 
medicare.
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"Medicare economic index (MEI)" – An index published in the Fed-
eral Register used in the calculation of changes to determine allowed 
charges for physician services. The agency adjusts RHC encounter rates 
and enhancement rates by the MEI each year on January 1st.

"Mobile unit" - The objects, equipment, and supplies necessary 
for provision of the services furnished directly by the RHC are housed 
in a mobile structure.

"Permanent unit" - The objects, equipment, and supplies necessary 
for the provision of the services furnished directly by the RHC are 
housed in a permanent structure.

"Rebasing" - The process of recalculating encounter rates using 
actual cost report data.

"Rural area" - An area that is not delineated as an urbanized 
area by the U.S. Census Bureau.

"Rural health clinic (RHC)" - A clinic, as defined in 42 C.F.R. 
405.2401(b), that is primarily engaged in providing RHC services and 
is:

• Located in a rural area designated as a shortage area as de-
fined under 42 C.F.R. 491.2;

• Certified by medicare as an RHC in accordance with applicable 
federal requirements; and

• Not a rehabilitation agency or a facility primarily for the 
care and treatment of mental diseases.

"Rural health clinic (RHC) services" - Outpatient or ambulatory 
care of the nature typically provided in a physician's office or out-
patient clinic or similar setting, including specified types of diag-
nostic examination, laboratory services, and emergency treatments. The 
specific list of services which must be made available by the clinic 
can be found under 42 C.F.R. Part 491.9.

AMENDATORY SECTION (Amending WSR 20-02-070, filed 12/26/19, effective 
1/26/20)

WAC 182-549-1200  Rural health clinics—Enrollment.  (1) To par-
ticipate in the Title XIX (medicaid) program or the Title XXI (CHIP) 
program and receive payment for services, a rural health clinic (RHC) 
must:

(a) Receive RHC certification for participation in the Title 
XVIII (medicare) program according to 42 C.F.R. 491;

(b) Sign a core provider agreement with the medicaid agency;
(c) Comply with the clinical laboratory improvement amendments 

(CLIA) of 1988 testing for all laboratory sites per 42 C.F.R. Part 
493; and

(d) Operate in accordance with applicable federal, state, and lo-
cal laws.

(2) An RHC may be a permanent or mobile unit. If an entity owns 
clinics in multiple locations, each individual site must be certified 
by the agency in order to receive reimbursement from the agency as an 
RHC.

(3) The agency uses one of two timeliness standards for determin-
ing the effective date of a medicaid-certified RHC.

(a) The agency uses medicare's effective date if the RHC returns 
a properly completed core provider agreement and a properly completed 
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RHC enrollment packet within ((sixty)) 60 calendar days from the date 
of ((medicare's letter notifying the clinic)) CMS's written notifica-
tion to the RHC of the medicare certification.

(b) The agency uses the date the medicare certification letter is 
received by the agency if the RHC returns either the properly comple-
ted core provider agreement ((and)) or properly completed RHC enroll-
ment packet after ((sixty)) 60 calendar days of the date of medicare's 
letter notifying the clinic of the medicare certification.

AMENDATORY SECTION (Amending WSR 20-02-070, filed 12/26/19, effective 
1/26/20)

WAC 182-549-1300  Rural health clinics—Services.  (1) Rural 
health clinic (RHC) services are defined under 42 C.F.R. 440.20(b).

(2) The medicaid agency pays for RHC services when they are:
(a) Within the scope of ((a)) an encounter-eligible client's ben-

efit package. See WAC 182-501-0060; and
(b) Medically necessary as defined in WAC 182-500-0070.
(3) RHC services may be provided by any of the following individ-

uals in accordance with 42 C.F.R. 405.2401, 491.7, and 491.8:
(a) Physicians;
(b) Physician assistants (PA);
(c) Nurse practitioners (NP);
(d) Nurse midwives or other specialized nurse practitioners;
(e) Certified nurse midwives;
(f) Registered nurses (RN) or licensed practical nurses (LPN);
(g) Psychologists or clinical social workers; and
(h) Dental services specified in 42 C.F.R. Sec. 440.100.

AMENDATORY SECTION (Amending WSR 20-24-083, filed 11/25/20, effective 
1/1/21)

WAC 182-549-1400  Rural health clinics—Reimbursement and limita-
tions.  (1) For services provided during the period beginning January 
1, 2001, and ending December 31, 2008, the medicaid agency's payment 
methodology for rural health clinics (RHC) was a prospective payment 
system (PPS) as authorized by 42 U.S.C. 1396a (bb)(2) and (3).

(2) For services provided beginning January 1, 2009, RHCs have 
the choice to be reimbursed under the PPS or be reimbursed under an 
alternative payment methodology (APM), as authorized by 42 U.S.C. 
1396a (bb)(6). As required by 42 U.S.C. 1396a (bb)(6), payments made 
under the APM are at least as much as payments that would have been 
made under the PPS.

(3) The agency calculates RHC PPS encounter rates for RHC core 
services as follows:

(a) Until an RHC submits its first audited or as filed medicare 
cost report to the agency, the agency pays the RHC an average encoun-
ter rate of other similar RHCs within the state, otherwise known as an 
interim rate. Similar RHCs are defined as either all hospital based or 
all free-standing RHCs((;)).
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(b) Upon ((submission of the RHC's first audited medicare cost 
report,)) the RHC's request to the agency, which must include the sub-
mission of the RHC's first as filed or audited medicare cost report, 
the agency calculates the RHC's PPS rates for RHC core services. The 
agency sets each RHC's encounter rates ((at one hundred)) by dividing 
100 percent of ((its)) the RHC's costs ((as defined in the cost re-
port)) divided by the total number of RHC encounters ((the RHC has 
provided during the time period covered in the audited)) reported in 
the submitted cost report. The encounter rate is effective on the date 
the agency receives the submitted medicare cost report from the RHC.

(c) RHCs receive this rate for the remainder of the calendar year 
during which the ((audited)) submitted medicare cost report became 
available to the agency. The agency then ((increases)) adjusts the en-
counter rate each January 1st by the percent change in the medicare 
economic index (MEI).

(4) For RHCs in existence during calendar years 1999 and 2000, 
the agency sets the encounter rates prospectively using a weighted 
average of ((one hundred)) 100 percent of the RHC's total reasonable 
costs for calendar years 1999 and 2000 and adjusted for any increase 
or decrease in the scope of services furnished during the calendar 
year 2001 to establish a base encounter rate.

(a) The agency adjusts PPS base encounter rates to account for an 
increase or decrease in the scope of services provided during calendar 
year 2001 in accordance with WAC 182-549-1500.

(b) The agency determines PPS base encounter rates ((are deter-
mined)) using medicare's audited cost reports, and each year's rate is 
weighted by the total reported encounters. The agency does not apply a 
capped amount to these base encounter rates. The formula used to cal-
culate base encounter rates is as follows:

Specific RHC Base 
Encounter Rate =

(Year 1999 Rate x Year 1999 Encounters) + (Year 2000 Rate x Year 2000 Encounters)
 (Year 1999 Encounters + Year 2000 Encounters) for each RHC

(c) Beginning in calendar year 2002 and any year thereafter, en-
counter rates are ((increased)) adjusted by the MEI and adjusted for 
any increase or decrease in the RHC's scope of services.

(5) The agency calculated RHC's APM encounter rates for services 
provided during the period beginning January 1, 2009, and ending April 
6, 2011, as follows:

(a) The APM used the RHC base encounter rates as described in 
subsection (4)(b) of this section.

(b) Base rates were increased by each annual percentage, from 
calendar years 2002 through 2009, of the IHS Global Insight index, al-
so called the APM index.

(c) The result was the year 2009 APM rates for each RHC that 
chose to be reimbursed under the APM.

(6) This subsection describes the encounter rates that the agency 
paid RHCs for services provided during the period beginning April 7, 
2011, and ending June 30, 2011. On January 12, 2012, the federal Cen-
ters for Medicare and Medicaid Services (CMS) approved a state plan 
amendment (SPA) containing the methodology outlined in this section.

(a) During the period that CMS approval of the SPA was pending, 
the agency continued to pay RHCs at the encounter rate described in 
subsection (5) of this section.

(b) Each RHC had the choice of receiving either its PPS rate, as 
determined under the method described in subsection (3) of this sec-
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tion, or a rate determined under a revised APM, as described in (c) of 
this subsection.

(c) The revised APM used each RHC's PPS rate for the current cal-
endar year, increased by five percent.

(d) For all payments made for services provided during the period 
beginning April 7, 2011, and ending June 30, 2011, the agency recouped 
from RHCs any amount paid in excess of the encounter rate established 
in this section. This process was specified in emergency rules that 
took effect on October 29, 2011, (WSR 11-22-047) and February 25, 2012 
(WSR 12-06-002).

(7) This subsection describes the encounter rate that the agency 
pays RHCs for services provided on and after July 1, 2011. On January 
12, 2012, CMS approved a SPA containing the methodology outlined in 
this section.

(a) Each RHC has the choice of receiving either its PPS rate, as 
determined under the method described in subsection (3) of this sec-
tion, or a rate determined under a revised APM, as described in (b) of 
this subsection.

(b) The revised APM, known as APM-3, is as follows:
(i) For RHCs that rebased their rate effective January 1, 2010, 

the revised APM is their allowed cost per visit during the cost report 
year increased by the cumulative percentage increase in the MEI be-
tween the cost report year and January 1, 2011.

(ii) For RHCs that did not rebase their rate effective January 1, 
2010, the revised APM is based on their PPS base rate from 2001 (or 
subsequent year for RHCs receiving their initial RHC designation after 
2002) increased by the cumulative percentage increase in the IHS Glob-
al Insight index from the base year through calendar year 2008 and the 
cumulative increase in the MEI from calendar years 2009 through 2011. 
The rates are increased by the MEI effective January 1, 2012, and each 
January 1st thereafter.

(c) For all payments made for services provided during the period 
beginning July 1, 2011, and ending January 11, 2012, the agency recou-
ped from RHCs any amount paid in excess of the encounter rate estab-
lished in this section. This process was specified in emergency rules 
that took effect on October 29, 2011, (WSR 11-22-047) and February 25, 
2012 (WSR 12-06-002).

(d) For RHCs that choose to be paid under the revised APM, the 
agency periodically rebases the encounter rates using the RHC cost re-
ports and other relevant data. Rebasing is done only for RHCs that are 
reimbursed under the APM.

(e) The agency makes sure that the payments made under the APM 
are at least equal to the payments that would be made under the PPS.

(8) This subsection describes the payment methodology that the 
agency uses to pay participating RHCs for services provided beginning 
July 1, 2017, and ending December 31, 2022.

(a) Each RHC may receive payments under the APM described in sub-
section (7) of this section, or receive payments under the revised APM 
described in this subsection.

(b) The revised APM, known as APM-4, is as follows:
(i) The revised APM establishes a budget-neutral, baseline per 

member per month (PMPM) rate for each RHC. The PMPM rate ((will)) ac-
counts for enhancement payments in accordance with the definition of 
enhancements in WAC 182-548-1100. For the purposes of this section, 
"budget-neutral" means the cost of the revised APM to the agency will 
not exceed what would have otherwise been spent not including the re-
vised APM on a per member per year basis.
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(ii) The agency pays the RHC a PMPM payment each month for each 
managed care client assigned to them by an MCO.

(iii) The agency pays the RHC a PMPM payment each month in addi-
tion to the amounts the MCO pays the RHC.

(iv) The agency may prospectively adjust the RHC's PMPM rate for 
any of the following reasons:

(A) Quality and access metrics performance.
(B) RHC encounter rate changes.
(v) In accordance with 42 U.S.C. 1396a (bb)(5)(A), the agency 

performs an annual reconciliation.
(A) If the RHC was underpaid, the agency pays the difference, and 

the PMPM rate may be subject to prospective adjustment under (b)(iv) 
of this subsection.

(B) If the RHC was overpaid, the PMPM rate may be subject to pro-
spective adjustment under (b)(iv) of this subsection.

AMENDATORY SECTION (Amending WSR 20-24-083, filed 11/25/20, effective 
1/1/21)

WAC 182-549-1450  Rural health clinics—General payment informa-
tion.  (1) The medicaid agency ((pays for one encounter,)) limits RHC 
encounter rate reimbursement to one per client, per day except in the 
following circumstances:

(a) ((The visits occur with different health care professionals 
with different specialties)) There is a subsequent visit due to the 
client suffering an illness or injury after the first visit that re-
quires separate evaluation and treatment on the same day for unrelated 
diagnoses; or

(b) There are separate visits ((with unrelated diagnoses.
(2) Rural health clinic (RHC) services and supplies incidental to 

the provider's services are included in the encounter rate payment.
(3) The agency pays for non-RHC services provided in an RHC on a 

fee-for-service basis using the agency's published fee schedules. Non-
RHC services are subject to the coverage guidelines and limitations 
listed in chapters 182-500 through 182-557 WAC.

(4) For clients enrolled with a managed care organization (MCO), 
that MCO pays for covered RHC services.

(5))) in different types of cost centers that occur with differ-
ent health care professionals. (For example, a client with a separate 
medical and dental visit on the same day.)

(2) All services provided within the same cost center performed 
on the same day must be included in the same encounter, except for in 
the circumstances outlined in subsection (1)(a) of this section.

(3) Services and supplies incidental to an encounter are included 
in the encounter rate payment and must be billed on the same claim.

(4) RHCs must provide services in a single encounter that are 
typically rendered in a single visit based on clinical guidance and 
standards of care.

(a) RHCs must not split services into multiple encounters unless 
there is clinical justification. (For example, fluoride treatment and 
sealants must be provided on the same day as an encounter-eligible 
service.)
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(b) Clinical justification must be based on medical necessity and 
documented in the client's record.

(5) Services provided in an RHC that are not encounter-eligible 
are paid on a fee-for-service basis. These services are paid according 
to agency rules, billing guides and fee schedules.

(6) Managed care organization (MCO) contracted services provided 
in an RHC for clients enrolled in an MCO are paid for by the MCO.

(7) For clients enrolled with MCOs, the RHC receives ((an)) en-
counter rate reimbursement using either the method described in (a) or 
(b) of this subsection.

(a) RHCs receive an enhancement payment in addition to the MCO's 
negotiated payment. The agency makes enhancement payments in amounts 
necessary to ((make sure)) ensure that the RHC receives the full en-
counter rate to comply with 42 U.S.C. 1396a (bb)(5)(A).

(i) The RHCs receive a monthly enhancement payment for each man-
aged care client assigned to them by an MCO.

(ii) To ((make sure)) ensure that the appropriate amounts are 
paid to each RHC ((receives the appropriate amounts)), the agency per-
forms an annual reconciliation of the enhancement payments.

(A) For each RHC, the agency compares the amount paid in enhance-
ment payments to the amount determined by the following formula: 
(((Managed care encounters times encounter rate) less actual MCO pay-
ments for RHC services.))

(Managed care encounters x encounter rate) - MCO payments for RHC 
services.

(B) If the agency determines that the RHC ((has been)) was over-
paid, the agency recoups the appropriate amount. If the agency deter-
mines that the RHC ((has been)) was underpaid, the agency pays the 
difference.

(C) The agency may prospectively adjust the RHC's monthly en-
hancement payments if the agency determines the RHC has been overpaid 
or underpaid in the annual reconciliation.

(D) The agency uses the RHC's most current reconciliation data, 
and any supplemental information provided by the RHC to determine if 
any adjustment to the enhancement rate is necessary.

(E) If the agency determines a prospective adjustment to enhance-
ment payments is necessary, the agency notifies the RHC in writing at 
least 30 calendar days prior to the enhancement payment adjustment.

(F) For dates of service on and after January 1, 2018, reconcili-
ations are conducted in the calendar year following the calendar year 
for which the enhancements were paid. Reconciliations are conducted by 
the agency or the clinic with final review and approval by the agency. 
The process of settling over or under payments may extend beyond the 
calendar year in which the reconciliations were conducted.

(b) Effective January 1, 2018, instead of distributing monthly 
enhancement payments to the RHCs, MCOs pay the full encounter rate di-
rectly to participating clinics for encounter-eligible services.

(i) RHC participation ((in this option)) is voluntary. The RHC 
((must notify)) notifies the agency in writing whether it will partic-
ipate or not by no later than November 1st prior to the year of par-
ticipation.

(ii) The agency performs a reconciliation or claim review with 
the MCO as outlined in the MCO contract. Reconciliations or claim re-
views make sure appropriate amounts are paid to each RHC and that MCOs 
are not put at risk for, or have any right to, the enhancement portion 
of the claim. If an MCO has been overpaid, the agency recoups the ap-
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propriate amount. If an MCO has been underpaid, the agency pays the 
difference.

(iii) RHCs participating in the revised alternative payment meth-
od (APM) as described in WAC 182-549-1400(8) are not eligible to re-
ceive encounter payments directly from MCOs under this section.

(((6) Only those services provided to clients enrolled in the Ti-
tle XIX (medicaid) program or the Title XXI (CHIP) program are eligi-
ble for encounter or enhancement payments. The agency does not pay the 
encounter rate or the enhancement rate for services provided to cli-
ents in state-only medical programs.)) (8) The agency pays the encoun-
ter rate and the enhancement payments with respect to services provi-
ded to encounter-eligible clients. Services provided to clients ((in 
state-only)) who are enrolled in medical programs that are paid only 
in state funds are not encounter-eligible; these claims are ((consid-
ered)) paid on a fee-for-service basis, regardless of the type of 
service performed.

AMENDATORY SECTION (Amending WSR 20-02-070, filed 12/26/19, effective 
1/26/20)

WAC 182-549-1500  Rural health clinics—Change in scope of serv-
ice rate adjustment.  In accordance with 42 U.S.C. 1396a (bb)(3)(B), 
the agency adjusts its payment rate to a rural health clinic (RHC) to 
take into account any increase or decrease in the scope of the RHC's 
services. The procedures and requirements for any such rate adjustment 
are described below.

(1) Triggering events.
(a) An RHC may file a change in scope of services rate adjustment 

application with the agency on its own initiative only when((:)) the 
RHC satisfies the criteria described in (a)(i), (ii), and (iii) of 
this subsection.

(i) When the cost to the RHC of providing covered health care 
services to eligible clients has increased or decreased due to one or 
more of the following triggering events:

(A) A change in the type of health care services the RHC pro-
vides;

(B) A change in the intensity of health care services the RHC 
provides. Intensity means the total quantity of labor and materials 
consumed by an individual client during an average encounter has in-
creased;

(C) A change in the duration of health care services the RHC pro-
vides. Duration means the length of an average encounter has in-
creased;

(D) A change in the amount of health care services the RHC pro-
vides in an average encounter;

(E) Any change comparable to (a)(i)(A) through (D) of this sub-
section in which the type, intensity, duration or amount of services 
has decreased and the cost of an average encounter has decreased((; 
and)).

(ii) The cost change equals or exceeds:
(A) An increase of one and three-quarters percent in the prospec-

tive payment system (PPS) rate per encounter over one year as measured 
by comparing the cost per encounter to the then current PPS rate;
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(B) A decrease of two and one-half percent in the PPS rate per 
encounter over one year as measured by comparing the cost per encoun-
ter to the then current PPS rate; or

(C) A cumulative increase or decrease of five percent in the PPS 
rate per encounter as compared to the current year's cost per encoun-
ter((; and)).

(iii) The costs reported to the agency to support the proposed 
change in scope rate adjustment are reasonable under state and federal 
law.

(b) At any time, the agency may instruct the RHC to file a medi-
care cost report with a position statement ((of)) indicating whether 
the RHC asserts that its PPS rate should be increased or decreased due 
to a change in the scope of services (((the RHC "position state-
ment"))).

(i) The RHC ((must)) files a completed cost report and position 
statement no later than ((ninety)) 90 calendar days after receiving 
the instruction from the agency to file an application;

(ii) The agency reviews the RHC's cost report and position state-
ment under the same criteria listed above for an application for a 
change in scope adjustment;

(iii) The agency ((does)) will not request more than one change 
in scope in a calendar year.

(2) Filing requirements.
(a) The RHC may apply for a prospective change in scope of serv-

ice rate adjustment, a retrospective change in scope of service rate 
adjustment, or both, in a single application.

(((i))) (b) Unless instructed to file an application by the agen-
cy, the RHC may file no more than one change in scope of service ap-
plication per calendar year; however, more than one type of change in 
scope may be included in a single application.

(((ii))) (c) The RHC ((must)) files for a change in scope of 
service rate adjustment ((no later than)) based on the following dead-
lines, whichever is later:

(i) Ninety calendar days after the end of the ((calendar year in 
which the RHC believes the change in scope occurred or in which)) 
RHC's fiscal year, demonstrating that the change in scope occurred.

(ii) Ninety calendar days after the RHC learned ((that)) the cost 
threshold in subsection (1)(a)(ii) of this section was met((, whichev-
er is later)).

(((b))) (d) Prospective change in scope.
(i) ((To file)) A prospective change in scope of service rate ad-

justment application((, the RHC must submit projected costs sufficient 
to establish an interim rate. A prospective change is)) states each 
triggering event listed in subsection (1)(a)(i) of this section that 
supports the RHC's application.

(ii) A prospective change in scope of service rate adjustment ap-
plication must be based on one of the following:

(A) A change the RHC plans to implement in the future. The RHC 
submits 12 months of projected data and costs sufficient to establish 
an interim rate; or

(B) A change with less than 12 months of experience to support 
the change reflected in the medicare cost report. The RHC submits a 
combination of historical data and projected costs sufficient to es-
tablish an interim rate.

(iii) The interim rate adjustment goes into effect after the 
change takes effect.
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(((ii))) (iv) The interim rate is subject to the post change in 
scope review and rate adjustment process defined in subsection (5) of 
this section.

(((iii))) (v) If the change in scope occurs ((fewer)) less than 
((ninety)) 90 calendar days after the RHC submitted a complete appli-
cation to the agency, the interim rate ((must)) takes effect no later 
than ((ninety)) 90 calendar days after the complete application was 
submitted to the agency.

(((iv))) (vi) If the change in scope occurs more than ((ninety)) 
90 calendar days but ((fewer)) less than ((one hundred eighty)) 180 
calendar days after the RHC submitted a complete application to the 
agency, the interim rate takes effect when the change in scope occurs.

(((v))) (vii) If the RHC fails to implement a change in service 
identified in its prospective change in scope of service rate adjust-
ment application within ((one hundred eighty)) 180 calendar days, the 
application is void and the RHC may resubmit the application to the 
agency, in ((which case)) such a circumstance, (((a)(i))) (b) of this 
subsection does not apply.

(((c))) (viii) If the change in scope is based on a triggering 
event that already occurred but is supported by less than 12 months of 
data in the filed cost report, the interim rate takes effect on the 
date the RHC submitted the completed application to the agency.

(e) Retrospective change in scope.
(i) A retrospective change in scope of service rate adjustment 

application ((must)) states each ((qualifying)) triggering event lis-
ted in subsection (1)(a)(i) of this section that supports its applica-
tion and include ((twelve)) 12 months of data documenting the cost 
change caused by the ((qualifying)) triggering event. A retrospective 
change in scope is a change that took place in the past and the RHC is 
seeking to adjust its rate based on that change.

(ii) If approved, a retrospective rate adjustment takes effect on 
the date the RHC ((filed the)) submitted a complete application 
((with)) to the agency, as determined by the agency.

(3) Supporting documentation.
(a) To apply for a change in scope of service rate adjustment, 

the RHC ((must include)) submits the following supporting documenta-
tion ((in the application)) to the agency in electronic format by 
email to fqhcrhc@hca.wa.gov:

(i) A narrative description of the proposed change in scope;
(ii) A description of each cost center on the cost report that 

was or will be affected by the change in scope;
(iii) The RHC's most recent audited financial statements, if au-

dit is required by federal law;
(iv) The implementation date for the proposed change in scope; 

and
(v) Any additional documentation requested by the agency.
(b) A prospective change in scope of service rate adjustment ap-

plication must also include ((a)) the projected medicare cost report 
with supplemental schedules necessary to identify the medicaid cost 
per visit for the ((twelve-month)) 12-month period following implemen-
tation of the change in scope.

(c) A retrospective change in scope of service rate adjustment 
application must also include the medicare cost report with supplemen-
tal schedules necessary to identify the medicaid cost per visit and 
encounter data for ((twelve months or)) one of the following:

(i) The 12-month period following the implementation of the trig-
gering event; or
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(ii) The fiscal year following implementation of the proposed 
change in scope.

(4) Review of the application.
(a) Application processing.
(i) The agency reviews the application for completeness, accura-

cy, and compliance with program rules.
(ii) Within ((sixty)) 60 days of receiving the application, the 

agency notifies the RHC of any deficient documentation or requests any 
additional information that is necessary to process the application. 
If the RHC does not provide the agency with the documentation or in-
formation requested within 30 calendar days of the request, the agency 
may deny the application.

(iii) Within ((ninety)) 90 calendar days of receiving a complete 
application, including any additional documentation or information 
that the agency might request, the agency sends the RHC:

(A) A decision stating whether it will implement a PPS rate 
change; and

(B) A rate-setting statement if the rate change is implemented.
(iv) ((Failure to act within ninety days means that the change is 

considered denied by the agency and)) The RHC may appeal the decision 
on the application as provided for in ((subsection (6) of this sec-
tion)) WAC 182-549-1650.

(b) Determining rate for change in scope.
(i) The agency sets an interim rate for prospective changes in 

scope by adjusting the RHC's existing rate by the projected average 
cost per encounter of any approved change. The agency reviews the 
costs to determine if they are reasonable, and sets a new interim rate 
based on the determined cost per encounter.

(ii) The agency sets an adjusted encounter rate for retrospective 
changes in scope by adjusting the RHC's existing rate by the documen-
ted average cost per encounter of the approved change. ((Projected 
costs per encounter may be used if there are insufficient historical 
data to establish the rate.)) The agency reviews the costs to deter-
mine whether they are reasonable, and sets a new rate based on the de-
termined cost per encounter.

(c) If the RHC is paid under an alternative payment methodology 
(APM), any change in scope of service rate adjustment approved by the 
agency modifies the PPS rate in addition to the APM.

(d) The agency may delegate the duties related to application 
processing and rate setting to a third party. The agency retains final 
responsibility and authority for making decisions related to changes 
in scope.

(5) Post change in scope of services rate adjustment review.
(a) If the approved change in scope ((application)) rate adjust-

ment was based on a retrospective change in scope application (i.e., 
based on a year or more of actual encounter data), the agency may con-
duct a post change in scope rate adjustment review.

(b) If the approved change in scope ((application)) rate adjust-
ment was based on a prospective change in scope application (i.e., 
less than a full year of actual encounter data), the RHC ((must)) sub-
mits the following information to the agency within ((eighteen)) 18 
months of the effective date of the rate adjustment:

(i) Medicare cost report with supplemental schedules necessary to 
identify the medicaid cost per visit and encounter data for ((twelve)) 
12 consecutive months of experience following implementation of the 
change in scope; ((and))

(ii) A narrative description of the request;

[ 11 ] OTS-4022.2



(iii) A description of each cost center on the cost report that 
was affected by the change in scope;

(iv) The RHC's most recent audited financial statements, if audit 
is required by applicable law; and

(v) Any additional documentation requested by the agency.
(c) The agency conducts the post change in scope review within 

((ninety)) 90 calendar days of receiving the cost report and encounter 
data from the RHC.

(d) If necessary, the agency adjusts the encounter rate within 
((ninety)) 90 calendar days to make sure that the rate reflects the 
reasonable cost of the change in scope of services.

(e) A rate adjustment based on a post change in scope review 
takes effect on the date the agency issues its adjustment. The new 
rate is prospective.

(f) If the RHC fails to submit the post change in scope cost re-
port or related encounter data, the agency provides written notice to 
the clinic ((of the deficiency)) within ((thirty)) 30 calendar days.

(g) If the RHC fails to submit required documentation within five 
months of ((this deficiency)) the notice identified in (f) of this 
subsection, the agency may reinstate the prechange in scope encounter 
rate going forward from the date the interim rate was established. The 
agency may recoup any overpayment to the RHC.

(((6) Appeals. Appeals of agency action under this section are 
governed by WAC 182-502-0220, except that any rate change begins on 
the date the agency received the change in scope of services rate ad-
justment application.))

NEW SECTION

WAC 182-549-1600  Rural health clinics—Appeals related to over-
payments.  An overpayment assessment by the agency against an RHC that 
was identified in the annual managed care reconciliation (see WAC 
182-549-1450) may be appealed based on WAC 182-502-0230 and RCW 
41.05A.170. Administrative hearing appeals are governed by chapter 
34.05 RCW (Administrative Procedure Act) and chapter 182-526 WAC (HCA 
administrative hearing rules).

NEW SECTION

WAC 182-549-1650  Rural health clinics—Appeals related to rate 
setting.  (1) An RHC provider has a right to an administrative appeal 
of agency action related to rate setting under this chapter based on 
the rules in this section.

(a) The rules in WAC 182-502-0220 do not apply to appeals of 
agency action related to rate setting under this chapter.

(b) Appeals related to rate setting under this section are not 
governed by the Administrative Procedure Act, chapter 34.05 RCW.

(c) Any rate change that the agency grants that is the result of 
fraudulent practices on the part of the RHC, including as described 
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under RCW 74.09.210, is exempt from the appeal provisions in this 
chapter.

(d) An RHC who fails to submit requested information as outlined 
in this chapter will be determined to have abandoned their appeal.

(2) The first level of appeal.
(a) An RHC provider who wants to contest an agency action con-

cerning the reimbursement rate must file a written appeal with the 
agency. Written appeals must be sent to the address provided in the 
rate notification letter.

(b) The RHC must file the appeal within 60 calendar days of the 
date of the rate notification letter from the agency, unless an exten-
sion has been granted.

(i) The agency may grant a time extension for the appeal period 
if the RHC makes such a request before the expiration of the 60-day 
period.

(ii) The agency does not consider an appeal filed after the 60-
day period unless an extension is granted by the agency.

(c) The appeal must include the following:
(i) A statement of the specific issue being appealed;
(ii) Supporting documentation; and
(iii) A request for the agency to recalculate the rate.
(d) When an RHC appeals a portion of a rate, the agency may re-

view all components of the reimbursement rate.
(e) To complete a review of the appeal, the agency may do one or 

both of the following:
(i) Request additional information;
(ii) Conduct an audit of the documentation provided.
(f) The agency issues a decision or requests additional informa-

tion within 60 calendar days of receiving the rate appeal request. 
When the agency requests additional information:

(i) The RHC has 45 calendar days from the date of the request to 
submit the additional information to the agency; and

(ii) The agency issues a decision within 30 calendar days of re-
ceipt of the additional information.

(g) Any rate increase or decrease resulting from an appeal is ef-
fective retroactively to the rate effective date in the notification 
letter. The exception is identified in (h) of this subsection.

(h) If an appeal is related to the denial of a change in scope 
rate adjustment application, any rate adjustment effective date is es-
tablished by the following rules:

(i) For prospective change in scope, the effective date of the 
rate adjustment is established by WAC 182-549-1500 (2)(d);

(ii) For retrospective change in scope, the effective date of the 
rate adjustment is established by WAC 182-549-1500 (2)(e);

(iii) For a post change in scope of services, the effective date 
of the rate adjustment is established by 182-549-1500 (5)(e).

(3) The second level of appeal.
(a) When an RHC disagrees with a rate review decision from the 

first level of appeal, it may file a request along with supporting 
documentation for a dispute conference with the agency. For this sec-
tion "dispute conference" means an informal administrative appeal to 
resolve RHC disagreements with an agency action not resolved at the 
first level of appeal.

(b) If an RHC files a request for a dispute conference, it must 
submit the request to the agency within 30 calendar days after the 
date of the rate review decision.
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(i) Any request for a dispute conference must be sent to the ad-
dress indicated in the rate review decision.

(ii) The agency does not consider dispute conference requests 
submitted after the 30-day period for the first level decision.

(c) The agency conducts the dispute conference within 90 calendar 
days of receiving the request.

(d) The agency-director designee issues the final decision within 
30 calendar days of the conference. Extensions of time for extenuating 
circumstances may be granted by the agency-director designee.

(e) Any rate increase or decrease resulting from a dispute con-
ference decision is effective on the date specified in the dispute 
conference decision.

(f) The dispute conference is the final level of administrative 
appeal within the agency and precedes judicial action.

(4) The agency considers an RHC who fails to attempt to resolve 
disputed rates as provided in this section has abandoned the dispute.
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