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July 21,2017

Mr. Joseph Moser

Medicaid Director

Indiana Office of Medicaid Policy and Planning
402 West Washington Street, Room W374
Indianapolis, IN 46204

Dear Mr. Moser:

We have reviewed Indiana’s State Plan Amendment (SPA) 17-0002, Prescribed Drugs, received
in the Chicago Regional Office on April 28", 2017. This SPA proposes to bring Indiana into
compliance with the reimbursement requirements in the Covered Outpatient Drug final rule with
comment (CMS-2345-FC).

SPA 17-0002 establishes reimbursement for covered outpatient drugs using an actual acquisition
cost methodology and implements a professional dispensing fee of $10.48. This SPA also
includes reimbursement for 340B drugs, physician-administered drugs, clotting factor, federal
supply schedule, and drugs purchased at nominal price.

Based on the information provided and consistent with the regulations at 42 CFR 430.20, we are
pleased to inform you that SPA 17-0002 is approved with an effective date of April 1,2017. A copy
of the signed CMS-179 form, as well as the pages approved for incorporation into the Indiana state
plan will be forwarded by the Chicago Regional Office.

If you have any questions regarding this amendment, please contact Mickey Morgan at
(410) 786-4048 or Mickey.morgan@cims.hhs.gov.

Sincerely,

ohn M.
Director
Division of Pharmacy

oster, Ph.D.,

CC: Timothy Hawkins, Indiana, Federal Relations Lead
Ruth Hughes, CMS Associate Regional Administrator
Jennifer Maslowski, CMS Regional Office
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Pharmacy Services

Reimbursement for covered federal legend drugs and for covered non-legend (OTC) drugs is at acquisition cost plus professional
dispensing fee, as follows:

Federal legend Drugs
Payment is based on the lowest of:

(A) The National Average Drug Acquisition Cost (NADAC) as published by CMS pursuant to 42 U.S.C 1396r-8(f) plus
the professional dispensing fee;

(B) The state maximum allowable cost (MAC) as determined by the office plus the professional dispensing fee;
© The federal upper limit (FUL) as determined by CMS pursuant to 42 C.F.R. 447.514 plus the professional dispensing

fee;

(D) The wholesale acquisition cost (WAC) according to the office’s drug database file contracted from a nationally
recognized source such as Medi-Span or First DataBank, minus a percentage as determined by the office through
analysis of the dispensing cost survey or other methodology approved by CMS, plus the professional dispensing fee.
The purpose of the percentage is to ensure that the applicable WAC rate sufficiently reflects the actual acquisition
cost of the provider. The WAC shall be considered only if there is no applicable NADAC, FUL, or state MAC rate;

(E) The provider's submitted charge, representing the provider's usual and customary charge for the service.
Non-legend (OTC) Drugs
Payment is based on the lowest of:

(A) State OTC MAC plus professional dispensing fee;

(B) The provider’s submitted charge, representing the provider’s usual and customary charge for the service.

The professional dispensing fee that is reimbursed to pharmacy providers is determined based on a cost of dispensing survey that is
performed every two years. The survey identifies costs associated with the dispensing function of prescription services, regardless of
product or setting. Indiana Medicaid has selected a single dispensing fee of $10.48, which is the weighted mean cost of dispensing
prescriptions to Indiana Medicaid members, inclusive of both specialty and non-specialty pharmacies.

Indiana Medicaid 340B Policy For Indiana Health Coverage Programs:

For drugs purchased through the 340B program, reimbursement will be at the provider’s actual acquisition cost plus the professional
dispensing fee.

For drugs purchased outside the 340B program, reimbursement will be as described under the heading “Federal Legend Drugs”, above

Drugs acquired through the 340B drug pricing program and dispensed by 340B contract pharmacies are not covered.

Drugs Acquired at the Federal Supply Schedule (FSS):

If providers obtain drugs acquired at the federal supply fee schedule, Indiana Medicaid will reimburse at no more than the actual
acquisition cost plus the professional dispensing fee.

TN # 17-002
Supersedes Approval Date July 21, 2017 Effective Date _April 1, 2017
TN # 14-001
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Drugs Acquired at Nominal Price (Outside of 340B or FSS):

If providers obtain drugs acquired at nominal cost, Indiana Medicaid will reimburse at no more than the actual acquisition cost plus
the professional dispensing fee. .

Encounter Rates (Drugs Dispensed by IHS/Tribal Facilities Under Encounter Rates):

All Indian Health Service, tribal and urban Indian pharmacies would be reimbursed an applicable encounter rate by Indiana Medicaid,
regardless of their method of purchasing. Indiana does not have any Tribal Facilities billing for pharmacy services at this time.

Drugs Not Distributed by a Retail Community Pharmacy and Distributed Primarily Through the Mail (Such as Specialty
Drugs):

Same policy as applies to drugs distributed by a retail community pharmacy. Indiana Medicaid has selected a single dispensing fee of
$10.48, which is the weighted mean cost of dispensing prescriptions to Indiana Medicaid members, inclusive of both specialty and non-
specialty pharmacy services.

Drugs Not Distributed by a Retail Community Pharmacy (Such as a Long-Term Care Facility):

Same policy as applies to drugs distributed by a retail community pharmacy. Indiana Medicaid has selected a single dispensing fee of
$10.48, which is the weighted mean cost of dispensing prescriptions to Indiana Medicaid members, inclusive of both specialty and non-
specialty pharmacy services.

Physician Administered Drugs

Physician-administered drugs are considered a physician service under Indiana Medicaid; as such, information regarding physician—
administered drugs is contained in the physician services section of the state plan. Please refer to Attachment 4.19-B page 1f.

Blood Factor / Clotting Factor from Specialty Pharmacies, Hemophilia Treatment Centers, Centers of Excellence:

Indiana Medicaid will reimburse for blood factor / clotting factor products using the same methodology as for federal legend drugs.

Investigational Drugs:

Investigational drugs, when deemed medically necessary on a case-by-case review basis, will be reimbursed at the actual acquisition
cost plus the professional dispensing fee.
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