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©Update on H.R. 1T implementation
© Rural health transformation

Washington State
Health Care

Dathority



Federal Budget
Background

Washington State
= Health Care AUthority



Federal budget background

Congress passed a continuing resolution for the federal budget on
July 3, 2025 - signed into law by President Trump on July 4.

The budget contains numerous provisions that impact Medicaid,
food assistance, and the individual market.

Hundreds of thousands of Medicaid-eligible Washington residents
will be impacted.
» Even those who remain eligible for coverage will have to comply with
increased documentation requirements, more frequent eligibility
checks, and growing complexity of eligibility.
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Medicaid policies in the budget

Restricts payment for protected health

services

Funding for non-citizens

Work requirements

Rural health funding

Increases the frequency of eligibility

redeterminations

Retroactive coverage

Restricts new state-directed payments

(SDPs) from exceeding Medicare
payment levels

Restricts federally funded Medicaid payments for 1 year to nonprofit organizations that primarily
engage in family planning services or reproductive services and provide abortion services. Likely
to impact over $11 million in funding.

Changes Medicaid eligibility for refugee, asylee, and other non-citizen adults.

Establishes work requirements as a new condition of Medicaid eligibility for adults aged 19-65
who receive full coverage. This makes coverage based on working, training, or doing community
engagement 80 hours per month. Includes certain categorical exemptions.

Allocates $10 billion annually to states, which can be used to support rural health transformation
projects with a focus on promoting care, supporting providers, investing in technology, and
assisting rural communities.

Requires states to redetermine eligibility for adults enrolled through Medicaid expansion every 6
months, instead of every 12 months.

Shortens period of retroactive coverage eligibility from 3 months to 1 month for adults and 2
months for other Medicaid and CHIP applicants.

Requires existing SDPs for hospital and nursing facility services and services provided at an
academic medical center to reduce by 10% per year, beginning in 2028 until they reach Medicare
levels.

Requires adults to pay cost-sharing of up to $35 for many services. Excludes primary care,
behavioral health, emergency services, and services rendered in certain rural settings from the
requirement.

Address verification Changes requirements for address verification.

Removes good-faith waivers related to

erroneous payments

Removes ability to waive federal penalties for a state’s good-faith efforts to correct erroneous
excess Medicaid payments under the Payment Error Rate Measurement (PERM) program and
other state and federal audits.

Effective for 1 year, from date of
enactment
(July 4, 2025)

Oct. 1, 2026

Dec. 31, 2026, with option to apply for
waiver to implement
Dec. 31, 2028

States can apply in 2025; funding from
2026-2030

Dec. 31, 2026

Jan. 1, 2027

10% reductions begin in 2028

Oct. 1, 2028

Oct. 1, 2029

Oct. 1, 2029



Implementation Update
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Compliance timeline

Restriction on Work requirements

Rural Health Lawfully present
payment for . ot

Transformation non-citizen
protected health . .

funding begins changes

services Six-month renewals

July 2025 December 2025 January 2026 Early 2026 October 2026 December 2026

CMS compliance:
Medicare Savings
Programs (MSP) and
Low Income Subsidy
(LIS) automation

Streamlining eligibility
rules: Return mail/
National Change of
Address (NCOA)

Obtain address changes from
Managed Care Organization
(MCO) and NCOA

Reduces home equity
limit for long-term care

(LTC) eligibility
Reducing retroactive coverage State Directed Good-faith waiver
Paymer)t (SDP) Requires Medicaid cost- on audit findings
Death Master File restrictions sharing removed

Ey January 2027 June 2027 2028 June 2028 October 2028 October 2029

H.R. 1
CMS compliance: 1115 waiver:
non-MAGI Continuous
Other federal alignment eligibility ends
requirements
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Scoping — eligibility changes

© October 2026
Lawfully present non-citizen changes

» Impacts up to 30,000 Apple Health recipients
» Individuals could qualify for other programs
» On track to complete eligibility system changes

© December 2026
Work requirements and six-month eligibility redeterminations
» Impacts up to 620,000 Adults ages 19-65

» Certain exemptions apply
» Awaiting guidance from CMS, including additional information regarding a waiver to

delay implementation
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Work requirements

HCA is actively collaborating with IT partners at the Department of
Social and Health Services (DSHS) and the Health Benefit Exchange
(HBE) to scope eligibility and enrollment system changes.

Goals:
» Automate verification where possible
» Coordinate with existing and changing SNAP work requirements

» Minimize administrative burden on customer

Fiscal impact
» Technology — both new technology and integration with existing eligibility
and enrollment systems

» Staffing
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Next steps with implementation

Continue to work through budget estimates for IT system changes and
staffing

» Includes cross-agency coordination with DSHS, HBE, Employment Security
Department (ESD), and others.

Monitor publication of guidance or rules from CMS

Assess state statute — changes are likely necessary but may not need to
occur during 2026 session.

» Ambulance Quality Assurance Fee — RCW 74.70.050

» Hospital Safety Net Assessment — RCW 74.60

We will continue to support legislators and legislative staff with updates
throughout winter and into the 2026 session.
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Rural Health
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Rural Health Transformation Program

H.R. 1 created a $50 billion Rural Health Transformation Program (RHTP).

States must use funding for at least three CMS-designated categories:

: : Consumer Training and
Prevention and Provider .
o . technology technical
chronic disease payments : :
solutions assistance
. Right-sizing care :
Workforce IT advances L Behavioral health
availability
Innovative care Ca.p|tal Community
expenditures and 7
models . . collaboration
infrastructure
Washington State
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RHTP timeline

Application development Funding distribution
A A
[ | [ \
HCA. DOH, and DSHS . 0 State contlnqes comm.unlty engagement and
Agencies draft implementation planning

engage community and

stakeholders for input RHTP application * Providers apply for certain initiatives

* Legislature approves spending authority

Jan-Mar Apr-June July-Sept
2026 2026 2026
|

Sept. 15 Nov. 5 CMS notifies
Notice of ' : Engage with states of
. State submits ,
Funding CMS re: approval and
. rural health | )
Opportunity olan to CMS proposa funding
published allotment*

|

Application review
Washington State

o L Health Care Authority
13 *Funds distributed for FFY 2026 must be used by September 30, 2027



14

State agencies supporting RHTP application

7N

Office of the Governor
Gov. Ferguson

\/
SN SN
Department of Health Health Care Authority (HCA)
(DOH) Designated Lead
\/

NS

VRN

Department of Social and
Health Services (DSHS)

NS
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Fund allocation overview

$10 billion in federal funds annually

50% Baseline Funding ($5 billion/year) — distributed equally
among states with a complete and approved application
» If all states are approved, WA would receive $100 million annually

50% Workload Funding ($5 billion/year) — distributed by CMS,
with consideration of:

» Rural facility and population score factors (50%)

» Technical score factors (50%)
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Priorities for Rural Health Transformation Plan

Supporting essential hospital services: building networks, sustainable payment models,
infrastructure, and essential services

Prevention and care management: community-based workforce, dementia-capable communities,
EMS inter-facility transport, mobile services, community spaces for care coordination

Tribal health: community workforce, care coordination and care management, data and
technology investments

Workforce investments: rural residencies, training, undergraduate and graduate medical
education, nursing education, recruitment and retention incentives

Behavioral health care: mobile crisis supports, Certified Community Behavioral Health Centers,
supporting youth, opioid treatment providers

?\ Technology: Project ECHO, provider technology fund

Washington State
Health Care Authority
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Initiative 5: Develop Washington’s rural
workforce to support rural communities

Strengthen rural health workforce, focusing on key health roles such as nurses,
primary care physicians (PCPs), maternity care providers, dental hygienists, long-
term care workers, and community-based care professionals

WWAMI Family Medicine Residency Network (WA, WY, AK, MT, ID)
Washington State University (WSU) rural practitioner training programs
Rural Nursing Education Program
Grow-your-own training programs
Rural workforce incentive programs

Washington State
—_— Health Care /uthority
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Initiative 6: Expand and sustain the rural
behavioral health system

Invest in behavioral health workforce development, payment reform, expansion of
mobile crisis services and transportation, and telehealth

Expand mobile crisis supports and multi-disciplinary teams
Planning to transition facilities to Certified Community Behavioral Health (CCBHC) model
Supporting youth in rural communities through school-based services

Rural Opioid Treatment Provider recruitment and retention

Washington State
Health Care /uthority
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Washington RHTP Advisory Committee

Support recommendations on priorities for funding
within major initiatives.

Review reporting from grant awardees and suggest changes
in prioritization of funding to Project Team throughout five-
year duration of RHTP

Make recommendations to the Legislature on statutory changes or
state investments that could align state investments and policies with
the Rural Transformation Plan.

Staffed by Department of Health
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Health Care Authority



Questions?
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Contact

© Evan Klein

» Special Assistant for
Legislative and Policy Affairs

» Evan.Klein@hca.wa.gov

© Shawn O’Naeuill

» Legislative Relations
Manager

» Shawn.Oneill@hca.wa.gov
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Initiative 1: Ignite innovation in WA's rural
hospitals

Enable rural hospitals to invest in new technology, coordinate across facilities, and
implement sustainable payment models

Support a regional collaborative of rural hospitals
Co-design a payment model for long-term sustainability
Invest in critical technology infrastructure and maintenance needs

Sustain and strengthen maternal, obstetrics, and other essential services

Washington State
Health Care /uthority
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Initiative 2: Prevent disease and manage
care in community settings

Build and strengthen programs and workforce in settings outside of clinical
systems

Recruit and train community-based workforce
Embed Long Term Care Worker testing at training sites
Expand dementia resources and build dementia-capable communities
Expand Emergency Medical Services (EMS) inter-facility transport and support

Triage residents to appropriate levels of care in their neighborhoods

Washington State
Health Care /uthority
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Initiative 3: Invest in the health of Tribal
families

Invest in the health and wellbeing of members of sovereign Tribes in Washington

Community workforce development via Community Health Aide Program
Care coordination and case management

Data and technology investments

Washington State
Health Care /uthority
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Initiative 4: Adopt technology and data
solutions to enable health improvements

Provide start-up funding and technical assistance for new, emerging, and proven
technologies to increase efficiency, access, and quality in Washington'’s rural health
care system

Project ECHO — new clinical specialties, expansion into new rural
sites

Provider technology fund to drive operational improvements (enabling
remote services, Al tools, population health infrastructure and analytics)
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