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REVISION         ATTACHMENT 4.19-A 
          Part I, Page 14 
 

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
 

   State    WASHINGTON    
             

 

TN# 14-0016   Approval Date    Effective Date 7/1/14 
Supersedes 
TN# 13-0013 

METHODS AND STANDARDS FOR ESTABLISHING 
PAYMENT RATES FOR INPATIENT HOSPITAL SERVICES (cont.) 

 
C. GENERAL REIMBURSEMENT POLICIES (cont.) 

 
3. High Outlier Payments (cont) 

 
2012, the outlier threshold factor is 1.50 for pediatric services and pediatric hospitals, and 
1.75 for all other services.  For dates of admission on or after August 1, 2012, the outlier 
threshold factor is 1.429 for pediatric services and pediatric hospitals, and 1.667 for all 
other services.  For dates of admission on or after July 1, 2013, the outlier threshold factor 
is 1.563 for pediatric services and pediatric hospitals, and 1.823 for all other services. 

 
a) Outlier Adjustment Factor.  The costs that exceed the outlier threshold are multiplied by a 

date specific factor to determine the outlier payment.  This factor is referred to as the outlier 
adjustment factor.  For dates of admission August 1, 2007 through July 31, 2012, the outlier 
adjustment factor is 0.95 for pediatric services and pediatric hospitals, 0.90 for burn DRGs, 
and 0.85 for all other services.  For dates of admission on or after August 1, 2012, the outlier 
adjustment factor is 0.998 for pediatric services and pediatric hospitals, 0.945 for burn 
DRGs, and 0.893 for all other services.  For dates of admission on or after July 1, 2013, the 
outlier adjustment factor is 0.912 for pediatric services and pediatric hospitals, 0.864 for burn 
DRGs, and 0.816 for all other services. 
 

For dates of admission on or after July 1, 2014, the Agency allows a high outlier payment for 
claims that meet high outlier qualifying criteria.  To qualify, the claims’ estimated cost must 
be in excess of the DRG inlier + $40,000.   
 
Only DRG claims qualify for outlier payments. If a claim qualifies, the outlier payment is the 
costs in excess of the outlier threshold factor multiplied by an outlier adjustment factor.  Total 
payment is outlier plus inlier.  (The inlier is the hospital’s specific DRG rate multiplied by the 
relative weight).  

 
a) Estimated Cost.  The cost of a claim is estimated by multiplying the hospital’s Ratio of 

Cost to Charges (RCC) by the billed charges. 
 

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

 
c) Outlier Adjustment Factor.  The costs that exceed the outlier threshold are multiplied by 

a date specific factor to determine the outlier payment.  This factor is referred to as the 
outlier adjustment factor.   The outlier adjustment factor is 0.95 for claims grouping to 
severity of illness (SOI) 1 and 2 and 0.80 for SOI 3 and 4. 
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REVISION         ATTACHMENT 4.19-A 
          Part I, Page 18 
 

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
 

   State    WASHINGTON    
             

 

TN# 14-0016   Approval Date     Effective Date 7/1/14 
Supersedes 
TN# 07-0007 

 
METHODS AND STANDARDS FOR ESTABLISHING  

PAYMENT RATES FOR INPATIENT HOSPITAL SERVICES (cont.) 
 

C. GENERAL REIMBURSEMENT POLICIES (cont.) 
 
8. DRG Exempt Services  

 
 a. Unstable, Low Volume, and Specialty Services DRG Classifications  
 
 For dates of admission before August 1, 2007, neonatal services, DRGs 620 and 629 

(normal newborns) are reimbursed by DRG payment under the DRG payment method, 
but not under the RCC, “full cost” or cost settlement payment methods.  DRGs 602-619, 
621-624, 626-628, 630, 635, 637-641 are exempt from the DRG payment methods, and 
are reimbursed under the RCC, “full cost”, or cost settlement payment method.   

 
For dates of admission on and after August 1, 2007, the claims that classified to DRG 
classifications that have unstable DRG relative weights or are considered low volume 
DRG classifications, are exempt from the DRG payment methods, and are reimbursed 
under the per diem payment method unless the hospital is participating in the “full cost”, 
or cost settlement payment method.  
 
Specialty services, defined as psychiatric, rehabilitation, detoxification and Chemical 
Using Pregnant program services, are reimbursed under the per diem payment method 
unless the hospital is participating in the “full cost”, or cost settlement payment method. 
 
For dates of admission on and after July 1, 2014, the Agency uses the APR-DRG version 
31.0 standard national relative weights established by the 3M Corporation. Due to the 
usage of national relative weights the Agency does not pay per-diem for any DRG 
classifications previously considered unstable. 

 
 b. AIDS-Related Services 
 
 For dates of admission before August 1, 2007, AIDS-related inpatient services are exempt 

from DRG payment methods, and are reimbursed under the RCC method for those cases 
with a reported diagnosis of Acquired Immunodeficiency Syndrome (AIDS), AIDS-Related 
Complex (ARC), and other Human Immunodeficiency Virus (HIV) infections. 

 
 For dates of admission on and after August 1, 2007, AIDS-related inpatient services are 

not exempted from the DRG payment method and are paid based on the claim data 
matched to the criteria for the payment methods described in this attachment.  
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