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DEPARTMENT OF HEALTH & HUMAN SERVICES

Centers for Medicare & Medicaid Services

7500 Security Boulevard, Mail Stop S2-14-26

Baltimore, Maryland 21244-1850

Center for Medicaid and CHIP Services

Disabled and Elderly Health Programs Group

January 28, 2019

Ms. Lynne A. Valenti

Cabinet Secretary

South Dakota Department of Social Services

Division of Medical Services

700 Governors Drive

Pierre, South Dakota 57501-2291

Dear Ms. Valenti: 

We have reviewed South Dakota’ s State Plan Amendment (SPA) 18-0006, Prescribed Drugs, 

received in the Denver Regional Office on August 13, 2018.  This SPA proposes to bring South

Dakota into compliance with the reimbursement requirements in the Covered Outpatient Drug

final rule with comment period (CMS-2345-FC).  

SPA 18-0006 establishes reimbursement for covered outpatient drugs using an actual acquisition

cost methodology and implements a professional dispensing fee of $10.50.  This SPA also

includes reimbursement for physician-administered drugs, clotting factor, federal supply

schedule, and drugs purchased at nominal price. In addition, the SPA states that drugs acquired

through the federal 340B drug pricing program and dispensed by 340B covered entities and

contract pharmacies are not covered. 

In considering the proposed pharmacy reimbursement methodology, the state was required to

provide adequate data, such as national or state surveys or studies, or other reliable data to

demonstrate that the acquisition cost methodology and professional dispensing fees being paid

are sufficient to ensure that South Dakota Medicaid beneficiaries will have access to pharmacy

services.  In keeping with the requirements of section 1902 (a)(30)(A) of the Social Security Act, 

we believe the state has demonstrated that their reimbursement is consistent with efficiency, 

economy, and quality of care, and are sufficient to ensure that care and services are available at

least to the extent they are available to the general population in the geographic area.  

We believe that there is evidence regarding the sufficiency of South Dakota’ s pharmacy provider

network at this time to approve SPA 18-0006. Specifically, South Dakota has reported to CMS

that 176 of the state’s 180 licensed in-state retail pharmacies are enrolled in South Dakota’ s

Medicaid fee-for-service program. With over a 97 percent participation rate, we can infer that

South Dakota’ s beneficiaries will have access to pharmacy services at least to the extent

available to the general population since Medicaid requires that beneficiaries be provided access

to all covered outpatient drugs of participating drug manufacturers with a rebate agreement

through a broad pharmacy network. In contrast, commercial insurers often have more limited

drug formularies and a more limited pharmacy network.   



Lynne A. Valenti – page 2

Based on the information provided and consistent with the regulations at 42 CFR 430.20, we are

pleased to inform you that SPA 18-0006 is approved with an effective date of August 1, 2018.  A copy

of the signed CMS-179 form, as well as the pages approved for incorporation into South Dakota’s

state plan will be forwarded by the Denver Regional Office.  

If you have any questions regarding this amendment, please contact Lisa Shochet at

410) 786-5445 or lisa.shochet@cms.hhs.gov. 

Sincerely, 

John M. Coster, Ph.D., R.Ph. 

Director, Division of Pharmacy

cc: Brenda Tidball-Zeltinger, Deputy Secretary, SD Department of Social Services

William Snyder, Director, SD Medicaid

Sarah Aker, Deputy Director, SD Medicaid

Richard Allen, ARA, CMS, Denver Regional Office

Kirstin Michel, CMS, Denver Regional Office

Lisa Hughes, CMS, Denver Regional Office
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State: South Dakota

REQUIREMENTS RELATING TO COVERED OUTPATIENT DRUGS FOR THE
CATEGORICALLY NEEDY

Citation(s) 

Section 1935(d)(1)
of the Act

Sections
1927(d)(2) and
1935(d)(2) 

TN No. 18-06
Supersedes
TN No. 14-04

Provision(s) 

The Medicaid agency does not cover anyPart D drug for full­
benefit, dual eligible individuals who are entitled to receive
Medicare benefits under Part A or Part B. 

The Medicaid agency provides coverage for the following excluded
or otherwiserestricted drugs or classes of drugs, or their
medical uses to all Medicaid recipients, including full-benefit dual
eligible beneficiaries under the Medicare prescription Drug
Benefit- Part D. 

The following excluded drugs are covered: 

l (a) Agents when used for anorexia, weight loss, or weight
gain, with limitations;

b) Agents when used to promote fertility;

l (c) Agents when used for the symptomatic relief of cough and
colds;

l (d} Prescription vitamins and mineral products, except
prenatal vitamins and fluoride; 

l (e) Non-prescription drugs, with limitations;

f) Covered outpatient drugs which the manufacturer seeks to
require as a condition of sale that associated tests or
monitoring servfces be purchased exclusively from the
manufacturer or its designee (see specific drug categorfes
below);

Approval Date 1/ 28/19 Effective Date 8/ 1/ 18


