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Dear Ms. Mann: 

 

A little over a year ago, Governor Chris Gregoire transmitted a proposal to the Department of Health and 

Human Services outlining actions she intended for transformation of Washington State’s health care system. 

In response, Health Care Authority (HCA) staff engaged in a series of discussions through the fall 2011 with 

a Medicaid State Technical Assistance Team (MSTAT) from CMS.  One topic of considerable focus was 

Washington State’s desire for flexibility to incorporate payment innovations that would sustain federally 

qualified health centers (FQHCs) and rural health clinics (RHCs) while incenting quality and efficiency 

improvements in their delivery of health care services.  These health centers provide critical primary care for 

low-income individuals and medically underserved communities. 

 

Since 2008, we have engaged FQHC and RHC partners in conversations over significant issues with 

payment processes; in particular the reconciliation requirement of the current alternative payment 

methodology (APM).  More recently the focus has been on a shared commitment to designing an improved 

payment and delivery system that prepares for the Medicaid expansion in 2014 and encourages innovative 

and cost-effective practices going forward. 

 

As a result of our collaboration, we are requesting approval of our “Apple Health Innovations” initiative to 

adopt a new alternative payment methodology that provides per-member-per-month payments through 

managed care organizations on a prospective basis.  Payments would start at our existing APM rate and 

would be trended forward using an approved trend factor.  Our goal is to provide the necessary flexibility for 

rewarding improvements in the quality of health care delivered rather than incenting increased numbers of 

visits per person. 

 

A shared emphasis of our request is the preservation of payment protections intended under Section 1902(bb) 

of the Social Security Act.  We believe this can be achieved without the current onerous year-end 

reconciliation process that is currently embroiled in litigation (Neighborcare Health, et al v. Porter) and has 

been a significant, continuous administrative undertaking by the state and our FQHC/RHC partners for the 

last three years. 

 

The enclosed document provides detailed background on the characteristics of Washington State’s current 

health center system and the evolution of recent approaches to payment.  It also describes our intended 

request for revised expenditure authority, answers questions that arose during last year’s MSTAT  
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discussions, and includes letters of support from the Rural Health Clinic Association of Washington and the 

Washington Association of Community and Migrant Health Centers.  If the changes desired cannot be 

accommodated through a State Plan Amendment, we will need specific guidance as to the elements of 

Section 1902(bb) of the Social Security Act or other federal rules that need to be waived to implement the 

new APM.  Our goal is to be practical in obtaining expedited federal approval to begin a more streamlined, 

accountable payment methodology on January 1, 2013. 

 

As always, I appreciate your immediate attention to our request. Nathan Johnson, Assistant Director, Health 

Care Policy will serve as the point of contact for questions and follow-up.  He can be reached at  

(360) 725-1880 or via email at nathan.johnson@hca.wa.gov. 

 

Sincerely, 

 

 

 

 

Doug Porter 

Director 

 

 

Enclosure 

 

cc: Christine O. Gregoire, Governor 

Jonathan Seib, Executive Policy Advisor, Governor’s Office 

 Andy Cherullo, Assistant Director, Financial Services, HCA 

 Nathan Johnson, Assistant Director, Health Care Policy, HCA 

Kelly Heilman, CMS Central Office 

 Susan Johnson, CMS Regional Office 
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