
 

 

 

 
 
 

 
 
 

Fact Sheet: Behavioral Health Organization Reserves 
 

Updated:  October 16, 2016 

Overview The Behavioral Health Organizations (BHOs) are at-risk for meeting the medically-necessary 
behavioral health needs of all of Medicaid eligible individuals living within the BHO.  This risk 
includes the cost of psychiatric hospitalizations.  As a risk-bearing entity, the BHO must have 
enough available cash to pay for extraordinary costs. Typically an extraordinary cost would be 
incurred by an unusual hospitalization. 
 
Reserves are funds that BHOs maintain to meet potential risk for providing behavioral health 
services to their covered populations.  The BHO contracts require the BHOs to maintain a sufficient 
level of reserves.  The maximum and minimum level of reserves needed for each BHO is 
determined by an actuary that DSHS uses for BHO rate setting. 
 
Each BHO has two main DSHS contracts which purchase treatment services.  One contract is for 
Medicaid services (Prepaid Inpatient Health Plan).  The other contract is for services and/or 
individuals not covered by Medicaid.  The state contract covers such services as crisis services and 
Involuntary Treatment Act related activities.  Both contracts require two types of reserves; 
accordingly BHOs have four different reserve funds: 

 PIHP Risk and Inpatient Reserves 

 PIHP Operating Reserve 

 State Contract Inpatient Reserves 

 State Contract Operating Reserves 
 
Operating reserves may only be set aside to maintain adequate cash flow for the provision/ 
purchasing of mental health services.  The maximum and minimum percentage of Operating 
reserves a BHO may hold is identified in the prepaid inpatient health plan and state contracts. 
 
The inpatient and risk reserves are actuarially determined.  These contracts specify the minimum 
and maximum level of reserves which the BHO must maintain so that they can pay for potential 
inpatient claims. 

Eligibility 
Requirements 

N/A. 

Authority RCW 71.24.380 (2)(a) requires that RSNs have a plan which includes their ability to maintain and 
manage adequate reserves. 

Behavioral Health Administration 



 

 

Budget N/A. 

Rates The maximum and minimum level of reserves are set by the BHA-contracted actuary for each BHO. 

Costs/Numbers 
Served 

N/A. 

Partners BHOs and department’s contracted actuary. 

Oversight The BHOs report their reserves on a quarterly basis in the contracted Revenue and Expenditure 
Reports (R&E Reports).  If a BHO is out of compliance with the required percentage of reserves, the 
DSHS response is dependent on the degree to which the BHO is out of compliance.  If the BHO 
reserves are out of line with the contracted percentage, the BHO contract monitor will request an 
explanation for the discrepancy.  If the reserves are over or under this threshold, the contract 
monitor will request that the BHO submit a plan for either spending down the reserves or 
increasing the reserves to the required level.  

 
If the BHO is out of compliance for two consecutive reporting periods, the BHO will be asked to 
submit a corrective action plan addressing how they increase or spend down their reserves. 

 
In the case that a corrective action plan does not satisfactorily address the Reserves, or if the BHO 
does not follow its plan, DSHS may withhold payment until the BHO has spent down its Reserves.  
If the problem is insufficient Reserves, DSHS may require the RSN to transfer other funds to the 
reserves. 

For more 
information 

David Reed/reeddl@dshs.wa.gov/360-725-1457 
Website: http://www.dshs.wa.gov/bha 
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