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Chapter 182-40 WAC
PEBB/SEBB REIMBURSEMENT METHODOLOGY REQUIREMENTS

GENERAL

NEW SECTION

WAC 182-40-0100  Purpose.  The rules in this chapter are effec-
tive January 1, 2027, and implement the requirements and limitations 
in RCW 41.05.028.

NEW SECTION

WAC 182-40-0200  Definitions.  The following definitions and 
those found in chapter 41.05 RCW apply to this chapter. If a defini-
tion in this chapter conflicts with a definition in chapter 41.05 RCW, 
the definition in chapter 41.05 RCW prevails:

"Authority" - See RCW 41.05.011.
"Allowed amount" means the maximum portion of a billed charge a 

contractor will pay, including any applicable enrollee cost-sharing 
responsibility, for a covered health care service.

"Benchmark reimbursement" means the applicable payment standard 
against which a contractor's allowed amounts paid to providers and fa-
cilities are assessed for compliance measurement.

"Benchmark weight" means a numerical assignment of required re-
sources to provide care for a specific medicare diagnosis-related 
group (DRG) relative to average resources across all DRGs.

"Centers for Medicare and Medicaid Services" or "CMS" – See WAC 
182-500-0020.

"Compliance measurement" means the authority's review of contrac-
tor-submitted data for each plan year to determine compliance under 
this chapter.

"Contractor" means a health carrier that provides medical insur-
ance offered to public employees and their covered dependents under 
chapter 41.05 RCW, or a third-party administrator contracted by the 
authority to provide medical coverage to public employees under chap-
ter 41.05 RCW.

"Diagnosis-related group" or "DRG" – See WAC 182-550-1050.
"Hospital" means a hospital licensed under chapter 70.41 RCW and 

located in Washington state that receives payment for services provi-
ded to enrollees in the public employees' benefits board (PEBB) pro-
gram, as defined in WAC 182-08-015, or enrollees in the school employ-
ees' benefits board (SEBB) program, as defined in WAC 182-30-020.
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"Percent of medicare" means the percent of the equivalent amount 
of medicare or other reimbursement benchmarking as determined by the 
reimbursement benchmarking methodology in WAC 182-40-0600.

"Plan year" means the 12-month period beginning on January 1st of 
each year and ending on December 31st of the same year.

"Premium" means all sums charged, received, or deposited by a 
health carrier as consideration for a health plan or the continuance 
of a health plan. Any assessment or any "membership," "policy," "con-
tract," "service," or similar fee or charge made by a health carrier 
in consideration for a health plan is deemed part of the premium. 
"Premium" does not include amounts paid as enrollee point-of-service 
cost-sharing.

"Public employee" - See RCW 41.05.011.
"Ratio of costs-to-charges" or "RCC" - See WAC 182-550-1050.

REIMBURSEMENT REQUIREMENTS AND REPORTING

NEW SECTION

WAC 182-40-0300  Hospital reimbursement requirements.  (1) In-
network hospitals. The maximum reimbursement paid to an in-network 
hospital for inpatient and outpatient hospital services, including 
contractor payments and any applicable member cost-sharing, must be 
the lesser of:

(a) The billed charges;
(b) The contractor's contracted rate with a hospital; or
(c) One of the following:
(i) For hospitals not primarily engaged in the care and treatment 

of children located in King or Pierce counties, 200 percent of what 
medicare would have reimbursed for the same or similar service; or

(ii) For a hospital primarily engaged in the care and treatment 
of children located in either of the following:

(A) King County - 150 percent of the hospital-specific medicaid 
inpatient ratio of costs-to-charges (RCC) published by the authority; 
or

(B) Pierce County - 190 percent of the hospital-specific medicaid 
inpatient RCC published by the authority.

(2) Out-of-network hospitals. The maximum reimbursement amount 
paid by a contractor, including any applicable enrollee cost-sharing 
responsibility, to an in-state, out-of-network hospital for inpatient 
and outpatient hospital services must be the lesser of:

(a) The billed charges; or
(b) One of the following:
(i) For hospitals not primarily engaged in the care and treatment 

of children located in King or Pierce counties, 185 percent of what 
medicare would have reimbursed for the same or similar service; or

(ii) For a hospital primarily engaged in the care and treatment 
of children located in either of the following:
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(A) King County – 135 percent of the hospital-specific medicaid 
inpatient RCC published by the authority; or

(B) Pierce County – 175 percent of the hospital-specific medicaid 
inpatient RCC published by the authority.

(3) Contractor reimbursement for services provided by rural hos-
pitals certified by the Centers for Medicare and Medicaid Services 
(CMS) as critical access hospitals may not be less than 101 percent of 
allowable costs as defined by CMS for the purpose of medicare cost re-
porting.

(4) By September 1st of every calendar year, the authority noti-
fies contractors of the published medicaid RCC that applies to reim-
bursements under subsections (1) and (2) of this section for the fol-
lowing plan year.

(5) A contractor must determine any applicable member cost-shar-
ing based on the reimbursement amount authorized to be paid to hospi-
tals for claims under this section.

(6) If the authority determines a contractor has provided total 
payments that exceed the maximum reimbursement established in subsec-
tions (1) and (2) of this section, or is less than the minimum reim-
bursement established in subsection (3) of this section, the authority 
will send the contractor a written notice of noncompliance according 
to WAC 182-40-1400.

(7) The authority determines compliance under this section sepa-
rately for contractor payments made under the public employees' bene-
fits board program and school employees' benefits board program estab-
lished under chapter 41.05 RCW.

(8) Annual premiums established by a contractor must take into 
account projected changes in reimbursement for hospital services an-
ticipated to result from the application of reimbursement caps applied 
in subsections (1) and (2) of this section.

(9) For purposes of this section:
(a) Reimbursement for inpatient and outpatient services does not 

include charges for professional services; and
(b) "The contractor's contracted rate" means the allowed amount 

established by the contractor to each in-network hospital for each in-
patient and outpatient service in effect when the service was provi-
ded.

(10) Except for subsection (3) of this section, this section does 
not apply to:

(a) Rural hospitals certified by CMS as sole community hospitals 
or critical access hospitals, except for hospitals owned or operated 
by a health system that owns or operates more than two acute care hos-
pitals licensed under chapter 70.41 RCW;

(b) Hospitals located on an island operating within a public hos-
pital district in Skagit County; or

(c) Hospitals that:
(i) Are not currently designated as a critical access hospital;
(ii) Do not meet current federal eligibility requirements for 

designation as a critical access hospital;
(iii) Have combined medicaid and medicare inpatient days greater 

than 60 percent of all hospital inpatient days; and
(iv) Are located on the land of a federally recognized Indian 

tribe.

[ 3 ] RDS-6576.3



NEW SECTION

WAC 182-40-0400  Primary care and behavioral health reimbursement 
requirements.  (1) Reimbursement for in-network primary care and in-
network nonfacility-based behavioral health services may not be less 
than 150 percent of the total amount medicare would have reimbursed 
for the same or similar service, inclusive of contractor payments and 
any member cost-sharing.

(2) If the authority determines total payments, inclusive of con-
tractor payments and any member cost-sharing, is less than the minimum 
reimbursement established in subsection (1) of this section, the au-
thority will send the contractor a written notice of noncompliance ac-
cording to WAC 182-40-1400.

(3) The authority determines compliance under this section sepa-
rately for contractor payments made under the public employees' bene-
fits board program and school employees' benefits board program estab-
lished under chapter 41.05 RCW.

(4) The authority will publish a list of service codes, provider 
licensure types, and sites of service to which the reimbursement pro-
visions in this section are applicable no later than April 1st of the 
year preceding the plan year for which the reimbursement requirements 
are applicable.

(5) For the purposes of this section, reimbursement for primary 
care and behavioral health services does not include charges for fa-
cility-based services.

NEW SECTION

WAC 182-40-0500  Reimbursement through nonfee-for-service payment 
methodology.  (1) A contractor may reimburse a provider or hospital 
through a nonfee-for-service payment methodology as long as:

(a) The payments incentivize higher quality or improved outcomes 
including, but not limited to:

(i) Value-based payments;
(ii) Capitation payments;
(iii) Bundled payments;
(iv) Integrated care payments consistent with the requirements in 

RCW 74.09.758; and
(v) Shared savings payments; and
(b) The contractor complies with the reimbursement requirements 

in WAC 182-40-0300 and 182-40-0400.
(2) Failure to comply with the reimbursement requirements in this 

chapter will result in a written notice of noncompliance as identified 
in WAC 182-40-1400.

NEW SECTION

WAC 182-40-0600  Reimbursement benchmarking.  (1) Except for hos-
pitals primarily engaged in the care and treatment of children in King 
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or Pierce counties, for the purpose of calculating any payment thresh-
olds set in this chapter:

(a) The authority calculates the amount of benchmark reimburse-
ment for a service as the amount that would have been paid if the Cen-
ters for Medicare and Medicaid Services reimbursed a claim under the 
medicare program, including applicable post claim settlements, except 
for:

(i) Services for which there is no published medicare rate or 
payment methodology; or

(ii) Services with a published medicare reimbursement rate or 
payment methodology with a low volume of medicare experience.

(b) For inpatient services with a low volume of medicare experi-
ence, the authority determines the relative benchmark weight for en-
rollees in the public employees' benefits board program and school em-
ployees' benefits board program, established under chapter 41.05 RCW, 
by using medicare or elements from nationally available fee schedules 
such as TRICARE.

(2) For hospitals primarily engaged in the care and treatment of 
children in King and Pierce counties, the authority calculates the 
amount of benchmark reimbursement for services using the hospital-spe-
cific published medicaid inpatient ratio of cost to charges as deter-
mined by the authority.

(3) For rural hospitals certified by the Centers for Medicare and 
Medicaid Services as critical access hospitals, the authority calcu-
lates the amount of benchmark reimbursement for a service using allow-
able cost reporting in the hospital's medicare cost report.

(4) For the purposes of calculating any payment thresholds set in 
this chapter, the authority annually determines and publishes guidance 
in January of the year preceding the plan year for which the reim-
bursement requirements are applicable that includes the following:

(a) Payment thresholds;
(b) A list of hospitals subject to the provisions of WAC 

182-40-0300; and
(c) The underlying reimbursement benchmarking methodology used in 

the annual compliance measurement.

NEW SECTION

WAC 182-40-0700  Reporting requirements.  (1) Contractors must 
provide the authority with the following in the form and manner pre-
scribed by the authority:

(a) Cost and quality of care information; and
(b) Data on all claims and encounters.
(2) Except for hospitals primarily engaged in the care and treat-

ment of children in King and Pierce counties, providers and hospitals 
submitting any claims to a public employees' benefits board program 
and school employees' benefits board program health plan must include 
all the current year modifiers required by the Centers for Medicare 
and Medicaid Services. This ensures all rebates, incentives, or ad-
justments that would have applied if the services were reimbursed by 
medicare apply.

(3) Contractors may not enter into an agreement with a provider, 
hospital, or third party that would restrict the contractor from pro-
viding this information or data.
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(4) If a contractor reimburses a hospital or provider on a non-
fee-for-service basis or provides payment in addition to a fee-for-
service arrangement, the contractor must report to the authority such 
alternative payment methods and amounts paid in a format determined by 
the authority, by no later than June 1st of each year for the preced-
ing plan year.

(5) When the authority determines that a contractor failed to 
meet the requirements in this section, the authority provides the con-
tractor with a written notice of noncompliance and assesses a fine for 
each failure according to WAC 182-40-1500.

ENFORCEMENT

NEW SECTION

WAC 182-40-0800  Annual compliance measurement.  (1) The authori-
ty conducts an annual measurement as described in WAC 182-40-0300 and 
182-40-0400 following the end of a plan year to ensure compliance with 
this chapter.

(2) The authority may request additional information or documen-
tation from the contractor.

(a) If the authority sends a written request for additional in-
formation or documentation, the contractor has 28 calendar days upon 
receipt of the request to:

(i) Provide the requested information or documentation; or
(ii) Request additional time to complete the request.
(b) The authority grants additional time on a case-by-case basis, 

but the request must be received before the expiration of the original 
28 calendar days to avoid a fine.

(c) When the authority determines that a contractor has failed to 
meet the requirements in this section, the authority will provide the 
contractor with a written notice of noncompliance and assess a fine 
for each failure according to WAC 182-40-1400.

(3) The authority deposits any amounts collected from the con-
tractor due to overpayments into the public employees' and retirees' 
insurance accounts or school employees' insurance account established 
under chapter 41.05 RCW, as applicable.

(4) The authority uses amounts deposited to offset health care 
costs for the public employees' benefits board and school employees' 
benefits board program health plan offerings in future plan years.

NEW SECTION

WAC 182-40-0900  Hospital overpayments.  (1) When the authority 
determines a contractor has reimbursed a hospital an amount in excess 
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of the payment threshold for any plan year, as specified in WAC 
182-40-0300, it is an overpayment. When the authority identifies an 
overpayment, the authority provides to the contractor written notice 
of noncompliance and assessment of the overpayment owed by the con-
tractor.

(2) When the authority determines a contractor failed to meet the 
requirements under WAC 182-40-0300 for consecutive plan years due to 
making overpayments, the authority may also assess a fine according to 
WAC 182-40-1400.

(3) The authority may also require the contractor to create a 
corrective action plan or demonstrate corrective action. See WAC 
182-40-1200.

NEW SECTION

WAC 182-40-1000  Primary care, behavioral health, and critical 
access hospital underpayments.  (1) When the authority determines a 
contractor reimbursed primary care, behavioral health providers, or 
critical access hospitals below the required payment threshold for any 
plan year, as specified in WAC 182-40-0300 and 182-40-0400, the au-
thority provides written notice of noncompliance to the contractor.

(2) When the authority determines a contractor failed to meet the 
requirements under WAC 182-40-0300 and 182-40-0400 for consecutive 
plan years due to making underpayments, the authority may also assess 
a fine according to WAC 182-40-1400.

(3) The authority may also require the contractor to create a 
corrective action plan or demonstrate corrective action. See WAC 
182-40-1200.

NEW SECTION

WAC 182-40-1100  Contractor responsibility for ensuring reim-
bursement to providers and provider networks.  Contractors are respon-
sible for ensuring any reimbursements to providers and provider net-
works comply with reimbursement requirements established in WAC 
182-40-0300 and 182-40-0400. This includes provider reimbursements re-
sulting from arrangements with any person or organization the contrac-
tor uses to develop its provider network. For example, arrangements 
include, but are not limited to, rental provider networks, subcontrac-
ted business partners, subcontracted provider networks, contracted 
vendor networks, reciprocal claims pricing arrangements, health care 
benefit managers as defined in RCW 48.200.020, etc.

NEW SECTION

WAC 182-40-1200  Corrective action plan.  In addition to any ac-
tion described in this chapter, the authority may require the contrac-
tor to create and comply with a corrective action plan and demonstrate 
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corrective action. A draft of the corrective action plan must be pro-
vided to the authority within the time period specified by the author-
ity in its request and must be approved by the authority.

NEW SECTION

WAC 182-40-1300  Hospital balance billing.  (1) An in-state, out-
of-network hospital that is reimbursed in accordance with WAC 
182-40-0300(2) may not charge to or collect from the patient, or a 
person who is financially responsible for the patient, an amount in 
addition to the reimbursement paid by the contractor under WAC 
182-40-0300(2) other than cost-sharing amounts authorized by the terms 
of the public employees' benefits board or school employees' benefits 
board health plan.

(2) The hospital is prohibited from obtaining a patient's waiver 
of their rights to protection under this section.

(3) When the authority receives or identifies information indi-
cating that an out-of-network hospital may have violated subsection 
(1) of this section, the following actions apply:

(a) The authority conducts a balance billing review and provides 
notice to the hospital and any impacted contractor of the balance 
billing review.

(i) The notice may require the hospital to provide records and 
additional information or documentation relevant and necessary for the 
authority to evaluate and validate that the hospital received only 
those funds to which it was entitled under this chapter.

(ii) The hospital has 30 calendar days upon receipt of the notice 
to:

(A) Provide the requested information or documentation; or
(B) Request additional time to complete the request.
(iii) The authority grants additional time on a case-by-case ba-

sis, but the request must be received before the expiration of the 
original 30 calendar days to avoid a fine.

(b) Once a balance billing review begins:
(i) The hospital must retain all original records and supportive 

materials sent to the authority until the authority sends the balance 
billing determination notice to the hospital and all issues are re-
solved; and

(ii) Unless instructed to do so by the authority, the hospital 
must not adjust or rebill a claim or encounter within the scope of the 
balance billing activity until the authority has concluded the balance 
billing determination review.

(c) After the balance billing review, the authority provides a 
balance billing determination notice to the hospital and impacted 
health contractor.

(i) If the authority finds that the hospital has not balance bil-
led, the authority issues a notice that the review is closed.

(ii) If the authority finds that the hospital has balance billed:
(A) The authority notifies the hospital it must reimburse the en-

rollee, if it has collected excess funds, within 30 calendar days from 
receipt of the balance billing determination notice and provide to the 
authority proof of payment, if any is owed, to the enrollee; and
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(B) The authority may assess a fine on the hospital for balance 
billing according to WAC 182-40-1400, whether or not the member ac-
tually paid the amount inappropriately billed.

(iii) If the hospital has not repaid the enrollee any amount owed 
within 30 calendar days of the hospital's receipt of the balance bill-
ing determination notice from the authority, the authority may assess 
an additional fine according to WAC 182-40-1400.

NEW SECTION

WAC 182-40-1400  Written notice of noncompliance, overpayments, 
and fines.  (1) When the authority determines that a contractor or 
hospital failed to comply with a requirement in this chapter, the au-
thority provides written notice of noncompliance to the contractor or 
hospital explaining the nature of the violation.

(2) The authority may assess overpayments or fines against the 
contractor or hospital as follows:

(a) Consecutive plan years of hospital overpayments. For two or 
more years of consecutive noncompliance, the authority may fine a con-
tractor up to 500 percent of the overpayment amount for the impacted 
plan years, in addition to collecting the overpayments from the con-
tractor.

(b) Consecutive plan years of primary care or behavioral health 
underpayments. For two or more years of consecutive noncompliance, the 
authority may fine a contractor up to 500 percent of the underpayment 
amount for the impacted plan years.

(c) The authority considers the following factors when determin-
ing the amount of the fine that will be assessed for consecutive plan 
years of hospital overpayments or primary care and behavioral health 
underpayments:

(i) The number of facilities or providers over or underpaid;
(ii) The duration of underpayments or overpayments;
(iii) The volume of over or underpayments; and
(iv) The types of contract or payment terms that led to over or 

underpayment.
(d) Hospital balance billing. For failure to meet the require-

ments in WAC 182-40-1300, the authority may assess the following 
fines:

Size of hospital Fine assessed
50 beds or more $100,000 per calendar day, 

inclusive of all failures to 
meet the requirements on 

that calendar day
Less than 50 beds $50,000 per calendar day, 

inclusive of all failures to 
meet the requirements on 

that calendar day

(e) Reporting penalties. For failure to meet the requirements in 
WAC 182-40-0700, the authority may access the following fines:

Number of failures Fine assessed
First $10,000

Second $25,000
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Number of failures Fine assessed
Third $50,000

Fourth and subsequent 
incidents $100,000

(f) Untimely responses to an authority request. If the authority 
determines that a contractor has failed to fully and timely respond to 
the authority's request for information or documentation, the authori-
ty may impose an immediate fine for each failure to comply with the 
requirements of this section as follows:

Number of failures Fine assessed
First $10,000

Second $25,000
Third $50,000

Fourth and subsequent 
incidents $100,000

(g) Fines under this section are cumulative.
(3) The authority must receive payment of any assessed fine with-

in 28 calendar days of the date the party received the written notice 
of noncompliance assessing a fine.

(4) Notices are sent either electronically or in another manner 
that provides proof of receipt.

(5) Contractors and hospitals may appeal a notice of noncompli-
ance, overpayment, or fine in accordance with WAC 182-40-1500.

(6) Payment of fines or overpayments is stayed through the admin-
istrative process only if a contractor or hospital timely files an ap-
peal under this section.

(7) The authority may impose a one percent interest charge for 
each month fines are unpaid after the due date.

NEW SECTION

WAC 182-40-1500  Appeal of notice of noncompliance.  (1) A con-
tractor or hospital may appeal a written notice of noncompliance by 
timely filing an appeal, and the authority will schedule an adminis-
trative hearing.

(2) To file an appeal, the contractor or hospital must send a 
written request to the authority.

(a) The authority must receive the written request within 28 cal-
endar days of the date the contractor or hospital received the notice 
of noncompliance.

(b) The written request to appeal must be sent to the address 
listed on the notice in a manner that provides proof of receipt.

(c) The written request to appeal must provide a copy of the no-
tice of noncompliance being disputed.

(3) The authority conducts hearings and appeals under the Admin-
istrative Procedure Act, chapter 34.05 RCW, and the administrative 
hearing rules in chapter 182-526 WAC.

(4) Under WAC 182-526-0025, the authority, in its sole discre-
tion, may conduct the administrative hearing or may transfer the hear-
ing to the office of administrative hearings (OAH).

[ 10 ] RDS-6576.3



(a) If the authority conducts the administrative hearing, it is-
sues the final agency decision.

(b) If OAH conducts the administrative hearing, it issues an ini-
tial order with instructions on how either party can request review 
with the authority's board of appeals.

(5) If the final order upholds the notice of noncompliance, the 
contractor or hospital must pay the fine within 28 calendar days of 
the issuance date of the final order.

[ 11 ] RDS-6576.3




