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DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services

150 S. Independence Mall West

Suite 216, The Public Ledger Building

Philadelphia, Pennsyivania 19106-3499

CENTERS FOR MEDICARE & MEDICAID SERVICES

Region 11I/Division of Medicaid and Children’s Health Operations

SWIFT #080920124037

0CT -5 2012

Gary D. Alexander, Secretary
Department of Public Welfare
P.O. Box 2675

Harrisburg, PA 17105-2675

Dear Secretary Alexander:

We are pleased to inform you of the approval of Pennsylvania State Plan Amendment (SPA)
12-022, which changes payment policy for pharmacy services. For brand name and single
source drugs, the estimated acquisition cost (EAC) will change from wholesale acquisition
cost (WAC) plus 7% to WAC plus 3.2%. For generic drugs, the EAC will change from WAC
plus 66% to WAC. This SPA was approved by the Pharm Team on September 20, 2012.
You should have received a letter from Larry Reed, Director of the Division of Pharmacy.

Enclosed is a copy of the approved SPA page and the signed CMS-179 form. The effective
date of this amendment is June 1, 2012.

If you have any questions, please contact Rosemary Feild at (215) 861-4278.

Sincerely,

IS/

Bfancis McCuliGugh

Associate Regional Administrator

Enclosure
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT ATTACHMENT 4.19-8
STATE: COMMONWEALTH OF PENNSYLVANIA Page 2 .

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES-OTHER TYPES OF CARE

SERVICE
LIMITATIONS
2. Prescribed Orugs Drug Cost Determination
(continued)
(a) The Department will base its drug cost for compensable legend and
nonlegend drugs on the lower of:
1 For-brand name and single source drugs:

) The lowest WAC iisted for the drug in available
Nationally recognized pricing services, plus 3.2%.

(i) if WAC data are not avaliable from a Nationally
recognized pricing service, the lowest AWP listed for the drug in
available Nationally recognized pricing services, minus 14%.

() If both WAC and AWP cost data are avaliable for the

drug from a Nationally recognized pricing service, the lower of the two
amounts.

2) For generic drugs:

U] The lowest WAC as established by the Department
using avallable nationally recognized pricing services. i WAC data is
not avallabie from the national pricing services, the lowest AWP listad
for & drug in avallable Nationally recognized pricing services minus
twenty-five percent. {f both WAC and AWP cosl data are avallable for

the drug from a Nationally recognized pricing service, the lower of the
two amounts.

(1) The federal upper payment limit as established by the
Centers for Medicare and Medicald Services (CMS).

(i) Provided that the genenc product is avallable at the
price established by the Department from at ieast two wholasalers:

(a) If the generic product is available from more -
than one manufacturer, the base price of 150% of the lowest acquisition
cost for the genaric product, uniess 150% of the lowesl acquisition cost
is not at least 120% of the second lowest acquisition cost, in which case
the base price will be sent at 120% of the second lowest acquisition

COSt

(b) if the generic product is avallable from only
one manufaciurer, the base price Is 120% of the acquisition cost for the
genaeric product.

3) The Department will update the generic drug pricing as foliows:

(0] The Department will apply the federal upper limit
payment for CMS multisource drugs to be effective on the date
established by GMS

(i) The Department will apply the recomputed WAC,
AWP or SMAC for multisource drugs not classified as CMS muitisource
drugs every 6 months.
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