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7500 Security Boulevard, Mail Stop 52-14-26
Baltimore, Mary land 21244-1850 CENTERS for MEDICARE & MEDICAID SERVICES

Center for Medicaid, CHIP and Survey & Certification
Disabled and Elderly Health Programs Group

April 26,2011

Billy R. Millwee

State Medicaid Director
PO Box 13247, MC: H-100
Austin, TX 78711-5200

Dear Mr. Millwee:

We have reviewed Texas State Plan Amendment (SPA) 10-078 received in the Dallas Regional
Office on December 23, 2010. This amendment decreases the dispensing fee formula by decreasing
the fixed component from $7.43 to $7.35 and by decreasing the variable component from 1.98 percent
to 1.96 percent. We are pleased to inform you that the amendment is approved, effective September
1,2010.

A copy of the pages approved for incorporation into the Texas” State Plan will be forwarded by the
Dallas Regional Office. If you have any questions regarding this request, please contact Angel Davis
at (410) 786-4693.

Sincerely,
/s/
Larry Reed

Director
Division of Pharmacy

cc: Bill Brooks, ARA DMCHO, Dallas Regional Office
Cheryl Rupley, Dallas Regional Office
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item 5. Reimbursément Methodology Tor the Pharmacy Dispensing Fee

I General

The upper limit for payment for prescribed drugs, whether legend or nonlegend
items, will be based on the lower of cost as defined by the Texas Health and
Human Services Commission (HHSC) plus a dispensing fee as defined and
determined by HHSC or the usual and customary charge. Where a public agency
makes bulk purchases of drugs, payment will be made in accordance with the
governmental statutes and regulations governing such purchases in accordance
with the agreement between such public agency and HHSC. These provisions do
not apply to payment for drugs in hospitals and other institutions where drugs are
included in the reimbursement formula and vendor payment to the institution.

HHSC will advise the Centers for Medicare & Medicaid Services (CMS) in writing
of the uniform, reasonable dispensing fee which will be used to establish how the
State is in compliance with the upper limit as specified in the regulations and as
determined by the methodology described in this plan. Such notice will specify the
time period for which it is effective.

. Reimbursement Methodology

HHSC reimburses contracted Medicaid pharmacy providers according to the
dispensing fee formula defined in this section. The dispensing fee is determined
by the following formula: Dispensing Fee = ((Estimated Drug Ingredient Cost +
Fixed Component) divided by (1 — Variable Component)) - Estimated Drug
Ingredient Cost) + Delivery Incentive + Preferred Generic Incentive.

A. Drug Ingredient Cost

The estimated drug costs are defined in Section 1IC (Legend and Nonlegend
Medications) and |ID (Texas Maximum Allowable Cost).

B. Dispensing Fee Determination

(1) The fixed component is $7.35.
(2) The variable component is 1.96 percent.

(3) The total dispensing fee shall not exceed $200 per prescription.
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