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J. The payment for drug products, including the drug product payment and the dispensing 
fee, as described in paragraph A and paragraph B, for drug products dispensed on or 
after March 1, 2011, through and including May 31, 2011, will be reduced by five 
percent. 

 
K. The payment for drug products, including the drug product payment and the dispensing 

fee, as described in paragraph A and paragraph B, for drug products dispensed on or 
after June 1, 2011 will be reduced by an amount that does not exceed ten percent. The 
Department may adjust the payments with respect to one or more drug products to 
impose a reduction of less than 10 percent to assure that such reductions result in 
payments consistent with applicable federal Medicaid requirements.  The Department 
shall base any decision to adjust a drug product or provider payment reduction on either 
of the following factors: 

  
1. For drugs within the following categories, a 10 percent payment reduction will result 

in reimbursement less than actual acquisition cost and as a result, may negatively 
impact beneficiary access: 
 
 Drugs purchased through the 340B program  
 Physician Administered Drugs 
 Blood factors 
 Drugs to treat pulmonary hypertension 
 Drugs to treat immunodeficiency (HIV/AIDS) 

1. Nucleoside-Nucleotide Analog 
2. Protease Inhibitors 

 Drugs to treat errors of metabolism 
 Growth hormones 
 Anti-inflammatory tumor necrosis factor inhibitors 
 Hepatitis C drugs 
 Antineoplastic 
 Anti-rejection drugs 
 Drugs to treat multiple sclerosis 
 Antiviral Monoclonal antibodies 
 Mental health drugs 

 
2)  The Department may reduce payments to specific providers by less than 10 percent 

if providers submit verifiable pricing information sufficient to demonstrate that the 10 
percent reduction will reduce beneficiary access to pharmacy services in a specific 
area as determined by the following threshold metrics ; 

 
 In urban areas, at least 90 percent of Medi-Cal beneficiaries, on average, live 

within 2 miles of a participating retail pharmacy. 
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 In suburban areas, at least 90 percent of Medi-Cal beneficiaries, on average, live 

within 5 miles of a participating retail pharmacy. 
 

 In rural areas, at least 70 percent of Medi-Cal beneficiaries, on average, live 
within 15 miles of a participating retail pharmacy. 

 
M.  For purposes of making adjustments to provider payment reductions as described in 

Paragraph L:  
 

1. The Department may require pharmacy providers to submit timely, accurate, reliable, 
verifiable pricing information for drug products within any of the identified categories 
sufficient to demonstrate that the reduction will result in reimbursement below actual 
acquisition cost for that product and as a result, negatively impact beneficiary 
access; and  
 

2. The Department shall establish a list of specific drug products, identified by National 
Drug Codes (NDCs) and/or providers subject to a modified payment reduction and 
the amount of modification. 

 
a. The Department shall update and maintain the NDC drug product list based on 

actual acquisition cost data received by the Department in the previous quarter 
prior to the last published NDC list. 

b. The Department shall notify providers at least 30 days prior to the effective date 
of any change in payment reduction. 

c. The Department shall update and publish the above list at least on a quarterly 
basis.  

 
N. The Department will monitor the effect of the payment reductions specified in 

paragraphs K and L in accordance with the monitoring plan at Attachment 4.19-F, 
entitled “Monitoring Access to Medi-Cal Covered Healthcare Services.
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I. The Medicaid program restricts coverage of certain covered outpatient drugs through the 

operation of a prior authorization program.  The prior authorization process provides for 
a turn-around response by telephone, fax, or other telecommunications device within 
twenty-four hours of receipt of a  prior authorization request.  In emergency situations, 
providers may dispense at least a 72-hour supply of medications in accordance with the 
provisions of Section 1927(d)(5) of the Social Security Act. 
 

J. The State Agency believes reimbursement to long-term pharmacy providers to be 
consistent and reasonable with costs reimbursed to other providers.  The State Agency 
maintains an advisory committee known as the Medi-Cal Contract Drug Advisory 
Committee in accordance with Federal law. 

 
K.J. The payment for drug products, including the drug product payment and the dispensing 

fee, as described in paragraph A and paragraph B, for drug products dispensed on or 
after March 1, 2011, through and including May 31, 2011, will be reduced by five 
percent. 

 
L.K. The payment for drug products, including the drug product payment and the dispensing 

fee, as described in paragraph A and paragraph B, for drug products dispensed on or 
after June 1, 2011 will be reduced by an amount that does not exceed ten percent. The 
Department may adjust the payments with respect to one or more drug products to 
impose a reduction of less than 10 percent to assure that such reductions result in 
payments consistent with applicable federal Medicaid requirements.  The Department 
shall base any decision to adjust a drug product or provider payment reduction on either 
of the following factors: 

  
1. For drugs within the following categories, a 10 percent payment reduction will result 

in reimbursement less than actual acquisition cost and as a result, may negatively 
impact beneficiary access: 
 
 Drugs purchased through the 340B program  
 Physician Administered Drugs 
 Blood factors 
 Drugs to treat pulmonary hypertension 
 Drugs to treat immunodeficiency (HIV/AIDS) 

1. Nucleoside-Nucleotide Analog 
2. Protease Inhibitors 

 Drugs to treat errors of metabolism 
 Growth hormones 
 Anti-inflammatory tumor necrosis factor inhibitors 
 Hepatitis C drugs 
 Antineoplastic 
 Anti-rejection drugs 

Comment [tam (PBD)1]: We need to make 
sure that CMS knows that we ONLY wish to 
remove these paragraphs because they are 
duplicates of paragraphs H and I on pages 5 
and 6 of the existing approved state plan. 
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 Drugs to treat multiple sclerosis 
 Antiviral Monoclonal antibodies 
 Mental health drugs 

 
2)  The Department may reduce payments to specific providers by less than 10 percent 

if providers submit verifiable pricing information sufficient to demonstrate that the 10 
percent reduction will reduce beneficiary access to pharmacy services in a specific 
area as determined by the following threshold metrics ; 

 
 In urban areas, at least 90 percent of Medi-Cal beneficiaries, on average, live 

within 2 miles of a participating retail pharmacy. 
 

 In suburban areas, at least 90 percent of Medi-Cal beneficiaries, on average, live 
within 5 miles of a participating retail pharmacy. 
 

 In rural areas, at least 70 percent of Medi-Cal beneficiaries, on average, live 
within 15 miles of a participating retail pharmacy. 

 
M.  For purposes of making adjustments to provider payment reductions as described in 

Paragraph L:  
 

1. The Department may require pharmacy providers to submit timely, accurate, reliable, 
verifiable pricing information for drug products within any of the identified categories 
sufficient to demonstrate that the reduction will result in reimbursement below actual 
acquisition cost for that product and as a result, negatively impact beneficiary 
access; and  
 

2. The Department shall establish a list of specific drug products, identified by National 
Drug Codes (NDCs) and/or providers subject to a modified payment reduction and 
the amount of modification. 

 
a. The Department shall update and maintain the NDC drug product list based on 

actual acquisition cost data received by the Department in the previous quarter 
prior to the last published NDC list. 

b. The Department shall notify providers at least 30 days prior to the effective date 
of any change in payment reduction. 

c. The Department shall update and publish the above list at least on a quarterly 
basis.  

 
M.N. The Department will monitor the effect of the payment reductions specified in 

paragraphs K and L will be monitored in accordance with the monitoring plan at 
Attachment 4.19-F, entitled “Monitoring Access to Medi-Cal Covered Healthcare 
Services.
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