
 

 
DEPARTMENT OF HEALTH & HUMAN SERVICES 
Centers for Medicare & Medicaid Services 
7500 Security Boulevard, Mail Stop S2-25-26 
Baltimore, Maryland   21244-1850 
 
State Demonstrations Group 
 
 
March 26, 2021                                                                                               
 
  
MaryAnne Lindeblad 
Medicaid Director 
Health Care Authority 
626 8th Avenue SE 
P.O. Box 45502 
Olympia, Washington 98504-5010 
 
Dear Ms. Lindeblad: 
 
The Centers for Medicare & Medicaid Services (CMS) has completed its review of the 
Demonstration Year (DY) 3 Statewide Accountability Report (SWA) for Washington’s approved 
section 1115(a) demonstration entitled "Medicaid Transformation Project” (MTP) (Project No. 
11-W-00304/0).  CMS is approving the DY3 (January through December 2019) SWA as 
submitted on February 24, 2021.  With this approval, the state may receive federal financial 
participation (FFP) for the at-risk Delivery System Reform Incentive Payment (DSRIP) funding 
for DY3.  As described in Table 2 of the Special Terms and Conditions, the amount of at-risk 
DSRIP funding for DY3 is $11,795,000.  Because Washington state and its providers met 
improvement goals for performance that are part of its DSRIP, the state may receive FFP for the 
full amount of DY3 at-risk DSRIP funding.  
 
If you have any questions, please do not hesitate to contact your project officer, Ms. Diona 
Kristian, at 410-786-1102 or Diona.Kristian@cms.hhs.gov. 

 
 
      Sincerely, 
  
      
 
      Angela D. Garner 
      Director  

Division of System Reform Demonstrations 
   
 
cc: Nikki Lemmon, State Monitoring Lead, CMS Medicaid and CHIP Operations Group 
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Statewide accountability performance: 
demonstration year 3 
In accordance with the Special terms and conditions (STCs), this report demonstrates Washington State’s performance across 

the defined Delivery System Reform Incentive Payment (DSRIP) statewide accountability components for demonstration year 

(DY) 3 (January – December 2019) of the Medicaid Transformation Project (MTP).  

Statewide accountability components 
The MTP STCs outline the parameters of DSRIP statewide accountability. The DSRIP Measurement Guide defines the statewide 

accountability measurement methodology. Starting in DY3, Washington State commits to demonstrating improvement and 

achievement of the following core components: 

• Quality improvement: improvement and attainment of quality targets across a set of quality metrics. 

• Value-based purchasing (VBP) adoption: improvement and attainment of defined statewide VBP adoption targets. 

• Managed care integration: achievement of statewide integration of physical and behavioral health in managed care by 

January 2020.  

 

STC requirements 
Required in DY3, a portion of DSRIP funding will be “at risk,” depending on Washington State’s advancement of VBP adoption 

and quality goals. 

• What this means: if Washington State does not achieve the targets within the statewide accountability framework, 

the maximum available DSRIP funds will not be earned. The amount at risk is five percent in DY3 and increases to 20 

percent in DY5.  

o Statewide performance across the ten quality measures determines 80 percent of the funding “at risk.”  

o Attainment of statewide VBP targets determines 20 percent of the funding “at risk.” 

• Important caveat: As a minimum requirement for DSRIP funding, 100 percent of DSRIP funding will be at risk 

depending on whether Washington State achieved fully integrated managed care by January 2020. To comply with 

this requirement, at least two contracts for integrated managed care in each purchasing region must be effective as of 

January 1, 2020. 

 

Quality improvement 
The ten statewide accountability quality metrics align with other Washington State measure sets and contracts including: 

Apple Health managed care contracts, Statewide Common Measure Set, and pay-for-performance (P4P) metrics included in the 

Accountable Communities of Health (ACH) Transformation projects. A Quality Improvement (QI) model determines statewide 

performance across the quality metric set. 

Definition of achievement: a QI composite score of 0.2 is required to receive full credit for the quality improvement 

component. This is the same threshold applied in the context of the QI Model used in Apple Health Managed Care contracts. 

Quality improvement performance 
View the brief narrative summarizing findings from the QI model in Appendix B for QI model and results. 

VBP adoption 
By the end of 2021 (DY5), 90 percent of total Medicaid managed care organization (MCO) payments to providers must be 

made through designated VBP arrangements for the state to secure maximum available DSRIP incentives. 
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Definition of achievement: statewide VBP adoption targets are consistent with Health Care Payment Learning and Action 

Network (HCP LAN) alternative payment model (APM) Categories 2C and above . VBP adoption performance is measured by 

two factors: improvement toward and achievement of the annual target. If the VBP adoption target is achieved, then the full 

VBP portion of the statewide accountability withhold is earned. If the target is not achieved, a portion of the withhold can still 

be earned based on the state’s improvement in VBP adoption from the prior year. 

• What this means: in DY3, the VBP adoption goal is set at having 75 percent of all Medicaid MCO payments to 

providers made through designated VBP arrangements, increasing to 90 percent in DY5.  

• Important caveat: designated VBP arrangements include those in Categories 2C and above in the HCP LAN APM 

framework. 

• Washington State will determine whether VBP adoption targets have been met by leveraging the data and validation 

process as described in the managed care contracts used to determine MCO performance.  

 

VBP adoption performance 
VBP adoption performance score in the achievement of HCP LAN 2C-4B is set at 75 percent for DY 3. For the state to receive 

full VBP incentives for statewide accountability, ACHs needed to meet that target, or the improvement score (IS) methodology 

would be used to determine total incentives earned based on DY 2 performance and the target goal of DY 3.  

The statewide performance score for DY 3 is 76.87 percent. Thus, meeting the target of 75 percent. With the current scoring 

methodology, the state overall VBP adoption score is 100 percent. Therefore, the state will earn 100 percent ($2,359,000) of 

the total at-risk dollars ($2,359,000) for DY 3, and total funds lost would be 0 percent. See a brief narrative summarizing state 

VBP achievement and improvement in Appendix C for the full calculation steps. 

NOTE: the state submitted a request to CMS to adjust the IS methodology due to concerns surrounding the methodology, 

resulting in insufficient incentives to reward improvement toward the target.   

Managed care integration 
Managed care integration is a foundational goal for Medicaid Transformation and characterized as a “statewide accountability 

quality metric” because all DSRIP incentives are at risk if statewide integration of physical and behavioral health does not 

occur by the January 2020 deadline. 

Under the transformed system, MCOs are responsible for physical and behavioral health services for the Apple Health clients 

they serve. In addition, behavioral health administrative services organizations deliver crisis services that are available to all 

and manage regional functions, such as employing ombuds and managing a community behavioral health advisory board. 

Definition of achievement: at least two contracts for integrated managed care in each purchasing region must be effective 

and beneficiary enrollment initiated as of January 1, 2020.  

Managed care integration status update 
As of January 1, 2020, the Health Care Authority (HCA) finished a multi-year effort to integrate physical health, mental health, 

and substance use disorder treatment services into one system for nearly 2 million Apple Health (Medicaid) clients. 

Statewide accountability composite score 
Eight of the ten quality measures contribute equal weight to the QI composite score (totaling 80 percent), with two measures 

splitting weight evenly. VBP adoption is weighted at 20 percent in recognition of its importance in the overall Medicaid 

Transformation effort and statewide value-based goals. The ten statewide accountability quality metrics were selected to align 

with other state measure sets and contracts including the managed care contracts, statewide common measure set, and P4P 

measures included in the ACH projects that can be accurately calculated at the regional level. HCA will adapt the QI model to 

determine statewide performance. 
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Attachment C: value-based payment adoption 
 
Table 4: Washington State VBP adoption performance  

DY 1 DY 2 DY 3 DY 4 DY 5 

Parameters           
      

VBP adoption target (HCP LAN 2C-4B) N/A N/A 75% 85% 90% 

VBP achievement - weight N/A N/A 50% 55% 60% 

VBP improvement - weight N/A N/A 50% 45% 40% 

      
 

DY 1 DY 2 DY 3 DY 4 DY 5 

 
     

      

Achievement 
     

Achievement weight N/A N/A 50% 55% 60% 

HCP LAN 2C-4B adoption target 30% 50% 75% 85% 90% 

HCP LAN 2C-4B adoption (actual) 49.7 65.68% 76.87 
  

Achievement score 100% 0% 100% 0% 0% 
      

Improvement 
     

Improvement weight N/A N/A 50% 45% 40% 

Improvement percent N/A -100% 18% 0% 0% 

Improvement score N/A 0% 100% 0% 0% 
      

Result 
     

      

VBP adoption score N/A N/A 100% 0% 0% 

 




