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DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services
Seattle Regional Office
701 Fifth Avenue, Suite 1600, MS/RX-200
Seattle, WA 98104

Division of Medicaid & Children’s Health Operations 

June 21, 2017

Richard Armstrong, Director
Department of Health and Welfare
Towers Building – Tenth Floor
PO Box 83720
Boise, ID 83720-0036

RE:  Idaho State Plan Amendment (SPA) Transmittal Number 17-0003

Dear Mr. Armstrong:

The Centers for Medicare & Medicaid Services (CMS) approved State Plan Amendment (SPA) 
17-0003. This transmittal aligns the Idaho SPA in accordance with the actual acquisition cost 
(AAC) reimbursement requirements under the Covered Outpatient Drugs final rule. 

This SPA is approved with the effective date of April 1, 2017.  

Enclosed you will find a copy of the official CMS Form 179, amended state plan page(s), and 
copy of the approval letter from the CMS Pharmacy Team for your records.

If you have any questions, please contact me, or your staff may contact Maria Garza at
maria.garza@cms.hhs.gov or (206) 615-2542.

Sincerely,

David L. Meacham
Associate Regional Administrator

cc: 
Clay Lord, Alternative Care Coordinator
Tami Eide, Medicaid Pharmacy Program Manager





Digitally signed by David L. Meacham -S 
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12. a. Prescription Drugs:

i. Reimbursement is restricted to those drugs supplied from labelers that are participating in the CMS
Medicaid Drug Rebate Program.

ii. Reimbursement for all covered outpatient drugs shall be limited to the lowest of the following:
a) Idaho Actual Acquisition Cost (AAC), plus the assigned professional dispensing fee.
b) In cases where no AAC is available, Wholesale Acquisition Cost (WAC) will be used, plus the

assigned professional dispensing fee. WAC shall mean the price, paid by a wholesaler for the
drugs purchased from the wholesaler’s supplier, typically the manufacturer of the drug as
published by a recognized compendium of drug pricing on the last day of the calendar quarter
that corresponds to the calendar quarter.

c) State Maximum Allowable Cost (SMAC) as established by the Department, plus the assigned
professional dispensing fee.

d) Federal Upper Limit (FUL) as established by CMS, plus the professional dispensing fee
assigned by the Department.

e) The provider's usual and customary charge to the general public.
iii. Professional Dispensing Fee:

Based upon the annual volume of the enrolled pharmacy, the professional dispensing fee will be as
follows:

Fewer than 40,000 claims a year = $15.11
Between 40,000 and 69,999 claims per year = $12.35
70,000 or more claims per year = $11.51

iv. 340B Covered Entity Reimbursement
a) Reimbursement to 340B covered entities is limited to the actual 340B drug acquisition cost

submitted (not to exceed the 340B ceiling price) plus the assigned professional dispensing fee
as described in 12.a.iii.

b) An entity that does not use 340B covered outpatient drugs for all dispensed or administered
drugs, including those dispensed through the 340B covered entity’s retail pharmacy or
administered in an outpatient clinic, will be considered as carved out of the 340B drug pricing
program and shall be reimbursed for brand and generic drugs as provided in subsection
12.a.ii.

v. Reimbursement for Drugs Dispensed by Other Provider Types
a) Drugs acquired through non-340B Indian Health Service, Tribal or Urban Indian pharmacies

will be reimbursed at the actual acquisition cost to the entity, plus the assigned professional
dispensing fee as described in 12.a.iii.
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b) Drugs acquired via the Federal Supply Schedule (FSS) will be reimbursed at the FSS actual
acquisition cost, plus the assigned professional dispensing fee as described in 12.a.iii.

c) Drugs acquired at nominal price, which is defined as pricing that is outside of 340B
regulations or FSS, will be reimbursed at the actual acquisition cost, plus the assigned
professional dispensing fee as described in 12.a.iii.

d) Specialty drugs not dispensed by retail community pharmacies and dispensed primarily
through the mail will be reimbursed at the Idaho actual acquisition cost, if such cost is
available, plus the professional dispensing fee as described in 12.a.iii. If the actual acquisition
cost is not available, drugs will be reimbursed at the lower of the Wholesale Acquisition Cost
(WAC) or State Maximum Allowable Cost (SMAC) as established by the Department, plus
the assigned professional dispensing fee.

e) Drugs not distributed by a retail community pharmacy, such as drugs dispensed in a long-
term care facility or dispensed to participants receiving swing-bed services, will be
reimbursed at the actual ingredient cost, plus the assigned professional dispensing fee.

vi. Investigational Drugs
Investigational drugs are not a covered service under Idaho’s Medicaid pharmacy program. The 
Department may consider Medicaid coverage on a case-by-case basis for life-threatening 
medical illnesses when no other treatment options are available. When approved for payment, 
reimbursement will be at actual acquisition cost plus the assigned professional dispensing fee. 

vii. Supplemental Rebate Agreement:
Based on the requirements in Section 1927 of the Act, the state has the following policies for the
supplemental drug rebate program for Medicaid participants.
a) The model rebate agreement between the state and drug manufacturers for drugs provided to

Medicaid participants, submitted to CMS on April 23, 2004 and entitled "Supplemental Rebate
Agreement” has been authorized by CMS.
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b) The model rebate agreement between the state and drug manufacturers for drugs provided to
Medicaid participants, submitted to CMS on February 27, 2004 and entitled "Merck Agreement"
has been authorized by CMS.

c) Supplemental drug rebates received by the state in excess of those required under the national
drug rebate agreement will be shared with the Federal government on the same percentage basis
as applied under the national drug rebate agreement.

d) Manufacturers are allowed to audit utilization rates.
e) The unit rebate amount is confidential and cannot be disclosed for purposes other than rebate

invoicing and verification, in accordance with 1927(b)(3)(D).
f) Payment of a supplemental rebate may not exempt a drug from prior authorization. It is one factor

but is secondary to considerations of the safety, effectiveness, and clinical outcomes of the drug
in comparison with other therapeutically interchangeable alternative drugs, and the net economic
impact of inclusion or exclusion of the drug from prior authorization.

g) Manufacturers who do not participate in the supplemental rebate program will have their drugs
made available to Medicaid participants through either the preferred drug list or the prior
authorization process, depending on the results of the Pharmacy and Therapeutics Committee
recommendations and Departmental review.

h) In addition to the supplemental rebate agreements listed above, CMS has authorized the state of
Idaho to enter into The Optimal PDL Solution (TOP$), submitted to CMS on September 19,
2013, and effective on October 1, 2013, for the state of Idaho.

Idaho will participate in a multi-state pooling program that will negotiate supplemental rebates in
addition to federal rebates provided for in Title XIX. This multi-state pooling program is known
as The Optimal PDL Solution (TOP$). TOP$sm rebate agreements will be separate from the
federal rebates. TOP$sm supplemental rebates received by the State in excess of those required
under the federal drug rebate agreement will be shared with the federal government on the same
percentage basis as applied under the federal rebate agreement. Idaho will continue to utilize
CMS-approved state-specific supplemental rebate agreements as listed above.




