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Medicaid Encounter Rate 

 
100% FMAP 
 
Medicaid usually is a program that is financed by both the federal and state governments.  The 
Federal Medical Assistance Percentage (FMAP) is the proportion paid by the federal government 
and the remainder is paid by the state.  In Washington State, the state match for most Medicaid 
programs is about 50 percent.  For services provided to AI/AN Medicaid enrollees by Indian health 
programs, however, the state match is zero.  In other words, the federal share, or FMAP, is 100 
percent.  The 100% FMAP exists in recognition of the fact that Indian health care is a federal trust 
responsibility.   
 
Because of escalating health care costs and severe federal funding shortfalls, the revenue generated 
by Medicaid and other third-party collections has become as much a part of an Indian health clinic’s 
base budget as federally appropriated discretionary dollars.  The stability of Medicaid dollars is 
absolutely critical to tribal health programs.  When funding is reduced, services can’t be provided to 
tribal members, access to care is jeopardized, and programs to reduce health disparities are 
eliminated. 
 
Because the Pacific Northwest does not have an Indian Health Service (IHS) hospital, tribes must 
purchase all inpatient care and the vast majority of specialty care from private health care providers 
using IHS-funded Contract Health Service (CHS) dollars.  Because CHS funding is woefully 
inadequate, tribes are forced to use a priority system to determine who will receive what care when.   
In another effort to stretch limited CHS funding, the IHS has adopted a policy placing itself as the 
payor of last resort.  This policy means that, if an AI/AN patient requires care outside of an IHS 
facility and is eligible for Medicaid or Medicare or has private insurance, these funds must be used to 
buy the outside care before CHS funds are obligated. 
 
AIHC estimates that the federal government pays up to $38 million a year to Washington State for 
medical payments for services provided by Indian health programs.  Preserving the 100% FMAP is 
an important policy for both tribal and state governments.  By shifting the expense for AI/AN 
Medicaid enrollees to the federal government, 100% FMAP saves the state a significant amount of 
funding. 
 
The Medical Assistance Administration (MAA) has identified approximately 26,000 AI/AN 
Medicaid beneficiaries in the state.  It is unknown how many other Medicaid beneficiaries are 
AI/AN but are not identified as such in the state’s system, a failure that costs the state federal 
dollars that could be used to cover the cost of health care for these beneficiaries.  For tribes, it is a 
measure of their sovereignty that each tribe determines citizenship and eligibility for services within 
its boundaries.  AIHC should work with tribal health programs and the state to develop a method to 
better identify AI/ANs enrolled in Medicaid-funded programs so that the state can begin to claim 
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additional federal match dollars for the cost of services provided through tribal facilities.  These 
funds should be re-invested into Indian health programs. 
 
Covered Services 
 
Under state law and the Washington State Medicaid Plan, services provided through IHS and 
tribally-operated facilities are paid at the encounter rate. 

 
For each encounter category (medical, dental, mental 
health, chemical dependency), DSHS covers one 
encounter per client, per day, unless there is an 
emergency involving a second diagnosis during that 
same day.  This ensures that medically necessary and 
unforeseen care can be reimbursed.  DSHS also 
acknowledges that multiple encounters can occur on 
the same date of service under different service 
modalities.  This principle allows patients who lack 
access to transportation, who live far from services, or 
who have child care or work-related difficulties to 
schedule appointments more efficiently.  Tribes 
support the current policies that permit one encounter 
per service category per day and more than one 
encounter per day in emergency situations. 
 

The following provider types currently are included in the encounter rate: 
 
 Physicians   Physician Assistants   Nurse Midwives 
 Advanced Nurse Practitioners Dentists    Physical Therapists 
 Occupational Therapists Podiatrists    Optometrists 
 Audiologists   Chemical Dependency Counselors Psychiatrists 
 Psychologists   Mental Health Professionals 
 
For Medicaid services such as pharmaceuticals that fall outside of the encounter rate, the applicable 
fee-for-service rate applies. 
 
In order to improve access to basic and preventative care, the encounter rate definition in the 
Washington State Medicaid Plan should be amended to include after-hours telephone consultation 
and additional provider types, as proposed by the AIHC Uniform Benefits Workgroup in its 
October 2004 report, Improving Access to Medicaid Services for American Indians and Alaska Natives. 
 
One Facility, One Rate 
 
In 1996, the Health Care Financing Administration (HCFA, now called the Centers for Medicare 
and Medicaid Services, or CMS) and the IHS issued a Memorandum of Understanding (MOU) to 
implement 100% FMAP.  Under the MOU, a tribally-operated facility may do one of the following: 
 

The All-Inclusive Rate (AIR), also known 
as the “encounter rate” or “IHS rate,” has 
been used for a quarter-century to pay 
IHS and tribally-operated facilities for 
services provided to Medicare and 
Medicaid enrollees.   

The encounter rate is the flat daily rate per 
visit that is published annually in the 
Federal Register.  There are different 
inpatient and outpatient rates – with the 
inpatient rate used for Medicaid 
reimbursement.  The rates are calculated 
based on a sample of facilities that submit 
cost reports to IHS, which processes them 
and negotiates final rates with CMS.  The 
encounter rate for 2004 is $216, 
compared to $206 for 2003.   
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• Operate as a Federally Qualified Health Center (FQHC) under the Medicaid State Plan and 
receive the FQHC reimbursement rate 

• If it so qualifies, operate as any other provider type recognized under the State Plan and 
receive that respective reimbursement rate 

• Choose to be designated as an IHS provider and receive the encounter rate 
 
The MOU further stipulates that, at state option, the encounter rate may not be available for services 
to non-Indian Medicaid beneficiaries because the state will not receive 100% FMAP for services to 
non-Indians. 
 
A 1998 policy guidance by HCFA sought to clarify whether a state that pays a facility the encounter 
rate must pay the same rate for services provided to all Medicaid beneficiaries.  This issue arose 
because, unlike other IHS facilities, tribally-owned and operated facilities have considerable 
flexibility to serve both AI/ANs and non-Natives, yet a state is provided 100% FMAP only for 
those services provided to AI/ANs.  The state receives its usual match for services provided to non-
Natives at the same facility. 
 
The policy guidance said that a facility may be only one type of provider and receive only one 
reimbursement rate that applies to all clients, since all beneficiaries receive the same set of services.  
HCFA said that, because both the encounter rate and the FQHC rates are based on overall costs for 
the facility type and must be applied uniformly, tribally-operated facilities may opt to be certified as 
FQHCs and receive the FQHC rate set by the state or may opt to be certified as IHS facilities and 
receive the encounter rate if the state offers it.  The state will receive 100% FMAP regardless of 
facility certification and payment rates.  Whatever rate is paid to a facility, the same rate must be 
applied to all Medicaid beneficiaries who receive services.  This is known as the “one facility, one 
rate” policy. 
 
The current MAA “one facility, one rate” policy benefits Washington State.  In some rural areas, 
tribes are one of the only sources of health care for Medicaid enrollees, and the health care services 
provided by tribes help to address serious provider shortfalls.  In fact, some rural counties and 
towns have turned to tribal providers to create partnerships in an effort to fill community health 
care gaps. 
 
Serving non-Natives allows tribes to increase and improve services to tribal members and to 
construct badly-needed health care facilities.  The revenues generated by serving non-Native patients 
directly benefit AI/ANs, who suffer from a wide range of health disparities – like diabetes, heart 
disease, and chemical dependency – at far greater rates than the statewide population.  Without the 
ability to be compensated at a fair rate for care provided to non-Natives, services will be cut and 
plans for future system improvements will need to be placed on hold.  Because the responsibility of 
tribal health programs is first and foremost to provide care to AI/ANs, tribes likely will have to turn 
away their non-Native neighbors who currently rely on them for Medicaid-funded care. 
 
These non-Natives may not have the ability to seek substitute care in a place where they can 
reasonably travel.  They may not be able to find a program that is capable of expanding to provide 
services to new patients.  This creates very real concerns about access to care in rural communities. 
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The “one facility, one rate” policy should be implemented fully at both the federal and state levels.  
All state agencies that reimburse tribes under Medicaid – including the Medical Assistance 
Administration, the Division of Alcohol and Substance Abuse, and the Mental Health Division – 
should work with tribes to define clear and consistent policy and billing instructions to achieve this 
goal.  Furthermore, the DSHS Secretary and the Governor should request, and the Legislature 
should approve, sufficient funding to ensure that tribes will continue to be able to serve non-Natives 
who otherwise may lack access to Medicaid services. 
 
 

Resources 
 
Centers for Medicare and Medicaid Services American Indian/Alaska Native Information 
http://www.cms.hhs.gov/aian/ 
 
HCFA-IHS 1996 MOU on 100% FMAP 
http://www.cms.hhs.gov/aian/moufinal.asp 
 
HCFA 1998 Policy Guidance on One Facility, One Rate 
http://www.cms.hhs.gov/aian/1298memo.asp 
 
Improving Access to Medicaid Services for American Indians and Alaska Natives (AIHC Uniform 
Benefits Workgroup) 
http://www.aihc-wa.org/Issues/uniform_benefits_public.htm 
 
Medicaid Cost Containment:  Report No. 3 to the Washington State Legislature (The Lewin Group) 
http://www.leg.wa.gov/senate/scs/wm/publications/2003/CostContainmentOptions.pdf 
 
Medical Assistance Administration Billing Instructions for Indian Health Programs 
http://fortress.wa.gov/dshs/maa/Download/BI.html#I 
 
Washington State Medicaid Information from CMS (includes State Plan) 
http://www.cms.hhs.gov/medicaid/state.asp?state=WA 


