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July 18 2012

Suzanne Brennan

Medicaid Program Director
Colorado Department of Health Care Policy and Financing
1570 Grant Street

Denver CO 80203

Attn Barbara Prehmus

Dear Ms Brennan

We have reviewed Colorado State Plan Amendment SPA 11 038 Prescribed Drugs received in the
Regional Office on September 1 2011 This amendment proposes to change the State Maximum
Allowable Cost MAC reimbursement for covered outpatient prescriptions from one based on a
markup of pharmacy acquisition cost of generic drugs to one based on the average acquisition cost
AAC for the pharmaceutical service or a markup of the Wholesale Acquisition Cost when the AAC
is not available A separate State MAC has been established for both rural and nonrural pharmacies
We are pleased to inform you that the amendment is approved effective September 23 2011

Per your email approval we made the requested changes to blocks four and nine on the CMS179
form A copy of the signed CMS179 form as well as the pages approved for incorporation into the
Colorado state plan will be forwarded by the Denver Regional Office

If you have any questions regarding this amendment please contact Wendy Tuttle at 410 7868690

Sincerely

Larry Reed
Director

Division of Pharmacy

t

cc Richard Allen ARA Denver Regional Office
Diane DunstanMurphy Denver Regional Office
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TITLE XIX OF SOCIAL SECURTY ACT
DIVISION OF MEDICAL ASSISTANCE

Attachment 41913

State of Colorado

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES OTHER
TYPES OF CARE

Pharmaceutical Services

A Reimbursement for all pharmaceutical services shall be based upon the lower of
1 The usual and customary charge to the public or
2 The allowed drug ingredient cost plus a designated dispensing fee

B The allowed drug ingredient cost shall be the lesser of the State Maximum
Allowable Cost State MAC rate as defined in C or the submitted drug
ingredient cost If no State MAC rate is available the allowed drug ingredient
cost shall be the lesser of the adjusted Wholesale Acquisition Cost WAC rate or
the submitted drug ingredient cost

C The State MAC rate is the established maximum allowable reimbursement rate
for pharmaceutical services determined by the Department based on the Average
Acquisition Cost AAC for the pharmaceutical service Separate State MAC
rates have been established for both rural and non rural pharmacies The
Department shall update the SMAC rates on a weekly basis based on broad
national pricing changes determined by the Departmentsvendor and post an
updated SMAC Price List on the Departmentsweb sitewwwcoIoradogovhCDf
on a weekly basis beginning September 23 2011

D Any pharmacy except a Mail Order Pharmacy that is the only pharmacy within a
twentymile radius may submit a letter to the Department requesting the
designation of a rural pharmacy If the designation is approved by the
Department the reimbursement shall be the rural State MAC rate If no rural
State MAC rate is available reimbursement to the rural pharmacy shall be the
adjusted WAC rate

E Dispensing fees are established by the state upon consideration to costs shown on
periodic operation surveys in house studies of dispensing costs national and
regional data andor economic trends and conditions The dispensing fee is400
for all pharmacies except institutional pharmacies which receive a dispensing fee
of189
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TITLE XIX OF SOCIAL SECURTY ACT

DIVISION OF MEDICAL ASSISTANCE

Attachment 419 13
State of Colorado

F The State MAC shall be utilized until the Department has completed both the
Average Acquisition Cost AAC and Cost of Dispensing COD surveys is able
to implement a new AAC reimbursement methodology and update the
Dispensing Fee to better match actual costs incurred by Colorado pharmacies
Expected implementation of both the new AAC reimbursement methodology and
new Dispensing Fees is Fall 2012
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