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 4. Prescribed Drugs 
  
 Medicaid pays for covered outpatient legend and non-legend, brand and generic drugs prescribed by 

individuals legally licensed to prescribe the drugs authorized under the program and dispensed by a licensed 
pharmacist or licensed authorized physician in accordance with state and federal laws. 

 
No payments made pursuant to methods and standards described in this Attachment 4.19-B will exceed upper limits 
established in 42 CFR Section 447, Subpart D.  
 

A. Notwithstanding specific reimbursement described in this section, payment for covered outpatient 
drugs (both brand and generic) dispensed by a:  

1. Retail community pharmacy 
2. Specialty pharmacy 
3. Long-term care or institutional pharmacy (when not included as an inpatient stay) 
4. 340B eligible entities (including 340B contract pharmacies) not listed on the U.S. 

Department of Health and Human Services  Health Resources & Service Administration 
(HRSA) 340B Drug Pricing Program Database 

5. Indian Health Service, Tribal and Urban Indian pharmacy 
Shall not exceed the lowest of:  

a.   The Alabama Average Acquisition Cost (AAC) of the drug; when no AAC is available, 
the Wholesale Acquisition Cost (WAC) -4% for brand drugs and WAC + 0% for generic 
drugs, plus a reasonable professional dispensing fee of $10.64, 

b.   The Federal Upper Limit (FUL), plus a professional dispensing fee of $10.64, or 
c.   The provider’s Usual and Customary (U&C) charge to the general public regardless of  
        program fees.    

B. Payment for blood clotting factor products will be the Average Sales Price (ASP) + 6% plus a 
professional dispensing fee of $10.64.   

C. For eligible 340B entities listed on the U.S. Department of Health and Human Services Health 
Resources & Service Administration (HRSA) 340B Drug Pricing Program Database, payment shall 
not exceed the entity’s actual acquisition cost for the drug, as charged by the manufacturer at a price 
consistent with the Veterans Health Care Act of 1992, plus a professional dispensing fee of $10.64.  

D. For facilities purchasing drugs through the Federal Supply Schedule (FSS), payment shall not exceed 
the entity’s actual acquisition cost for the drug, plus a professional dispensing fee of $10.64.   

E. For facilities purchasing drugs at Nominal Price, payment shall not exceed the entity’s actual 
acquisition cost for the drug, plus a professional dispensing fee of $10.64. 

F. Physician Administered Drugs (PADs) are reimbursed at a rate of ASP + 6%. For PADs that do not 
have a published ASP, the reimbursement is calculated based on published compendia pricing such 
as Wholesale Acquisition Cost (WAC). For PADs administered by 340 entities, payment shall not 
exceed the entity’s actual acquisition cost for the drug. 

G. Investigational drugs not approved by the FDA are not covered.   
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