STATE oF MICHIGAN
JENNIFER M. GRANHOLM DEPARTMENT OF COMMUNITY HEALTH JANET OLSZEWSKI

GOVERNOR LANSING DIRECTOR

October 18, 2006

Verlon Johnson, Associate Regional Administrator
Division of Medicaid and Children’s Health
Centers for Medicare and Medicaid Services

233 North Michigan Avenue, Suite 600

Chicago, lliinois 60601

Dear Ms. Johnson:

After further consideration, it has been determined that the Michigan Department of Community
Health, Medical Services Administration will not provide an optional mail order pharmacy benefit
under Michigan’s Medicaid program. We are, therefore, requesting our State Plan Amendment
TN 06-13 be withdrawn.

Thank you and your staff for your assistance in this matter. Should you have any questions or
concerns, please feel free to contact Nancy Bishop, of my staff, at 517/335-5303.

Sincerely,

Pa:l‘;;grt, Director
Medical Services Administration

Cc: Cynthia Garraway

CAPITOL COMMONS CENTER » P.O. BOX 30479  LANSING, MICHIGAN 48909-7979
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Attachment 4.19-B
Page Ic

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State of MICHIGAN

Policy and Methods for Establishing Payment Rates
(Other than Inpatient Hospital and Long Term Care Facilities)

2. Drug Product Reimbursement

a) Reimbursement for drug products is the lower of an Average Wholesale Price (AWP)
minus discounts, a Maximum Allowable Cost (MAC), or the provider's charge. The
discount from AWP for chain pharmacies and pharmacies with no retail customers
serving long term beneficiaries is 15.1% and the discount from AWP for independent
pharmacies, including chains of fewer than five stores, is 13.5%

b) The State has established dispensing fees. Program reimbursement for long-term
care pharmacies is the lesser of the standard dispensing fee ($2.75) or the long-term
care pharmacy's usual and customary fee. Program reimbursement for all other
pharmacies (non long-term care) is the lesser of the standard dispensing fee ($2.50)
or the pharmacy’s usual and customary fee. A dispensing fee of $6.00 will be
reimbursed to a pharmacy if the final dosage form is a cream, emulsion, nasal drops,
ointments, or optic drugs. A dispensing fee of $10.00 will be reimbursed to a
pharmacy for compounded capsules, powders or suppositories. Long-term care
pharmacies are paid 3 cents per capsule or tablet for unit dose repackaging.

c¢) MAC Limits set by the State in aggregate are equal to or less than Federal Upper
Limits, in compliance with federal law.

d) Prior authorization is required for exception to MAC Limits.

e) The optional Mail Order Pharmacy program reimburses a zeze TWO DOLLAR AND

FIFTY CENTS ($2.50) amount-for-the dispensing fee. Brand name drugs are
reimbursed AWP minus 24 18%; generic drugs are reimbursed at-the MACHimits

AWP MINUS 63%.

f) Medicaid enrolled pharmacy providers may bill for the injectable drug Synagis
dispensed on or after January 1, 2005.
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