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charge from and written comments sent to
the South Dakota Department of Health,
600 E. Capitol Avenue, Pierre, SD 57501.
Copies are also available online at
http://doh.sd.gov/News or https://rules.sd.gov.
Material sent by mail must reach the
Department by August 6, 2018, to be
considered. This hearing is being held in a
physically accessible place. Persons who
have special needs for which the Department
can make arrangements are asked to call
(605) 773-3361 at least 48 hours before the
public hearing.

June 25, 2018

State Plan regarding prescription drug
reimbursement. The proposed State Plan
Amendment (SPA) implements federally
required prescription drug reimbursement
methodology changes including the
implementation of actual acquisition cost and a
professional dispensing fee. It also contains cost
containment measures should expenditures be
projected to exceed the amount appropriated by
the state legislature. The SPA revises page 20
and adds page 20b to Attachment 4.19-B, and
removes obsolete language on page 1 of
Attachment 3.1-A.1 of the South Dakota
Medicaid State Plan. The Department intends
to make this SPA effective August 1, 2018
and estimates it will have no federal fiscal
impact in Federal Fiscal Years 2018 and 2019.
The SPA can be viewed online at
http://dss.sd.gov/medicaid/medicaidstateplan.as
px. Written requests for a copy of these changes,
and corresponding comments, may be sent to
Division of Medical Services, Department
of Social Services, 700 Governors Drive,
Pierre, SD 57501.

Department of Health: Board of Certified
Professional Midwives: (June 20, 2018)
intends to amend rules to address definitions,
licensing, scope of practice, fees, and
disciplinary procedures for midwives. The
general authority for these rules, as cited by
the department, is SDCL § 36-9C-32.
A public hearing will be held at the
South Dakota Department of Health,
Robert Hayes Building Conference Room,
600 East Capitol Avenue, Pierre, South Dakota,
on July 17, 2018, at 2:00 p.m. CT. Copies of
the proposed rules may be obtained without
charge from and written comments sent to
the South Dakota Department of Health,
600 E. Capitol Avenue, Pierre, SD 57501.
Material sent by mail must reach the
Department by July 16, 2018, to be considered.
This hearing is being held in a physically
accessible place. Persons who have special
needs for which the Department can make
arrangements are asked to call (605) 773-3361
at least 48 hours before the public hearing.

FILINGS IN THE SECRETARY OF
STATE’S OFFICE:
(None)
Note: A copy of the rules may be obtained directly from
the above agencies or at https://rules.sd.gov. Write to the
agency at the address given under "Notices of Proposed
Rules." There is no charge for proposed rules. The
following agencies have permission from the Interim
Rules Review Committee to charge for adopted rules:
the Division of Insurance, the Cosmetology Commission,
the State Board of Examiners in Optometry, the
State Plumbing Commission, the Board of Nursing, the
Department of Social Services, the State Electrical
Commission, the South Dakota Board of Pharmacy,
the Real Estate Commission, the Gaming Commission,
the Department of Revenue, and the Department of Labor
and Regulation for Article 47:03.

NOTICE:
The Department of Social Services intends
to make changes to the South Dakota Medicaid
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DEPARTMENT OF SOCIAL SERVICES
DIVISION OF MEDICAL SERVICES
700 GOVERNORS DRIVE
PIERRE, SD 57501-2291
PHONE: 605-773-3495
FAX: 605-773-5246
WEB: dss.sd.gov

June 25, 2018

RE:

South Dakota Medicaid State Plan Amendment #SD-18-006

The South Dakota Department of Social Services intends to make changes to the South
Dakota Medicaid State Plan regarding prescription drug reimbursement. The proposed State
Plan Amendment (SPA) implements prescription drug reimbursement methodology changes
required by the federal government including implementation of actual acquisition cost and a
professional dispensing fee. The SPA also contains cost containment measures in the event
expenditures are projected to exceed the amount appropriated by the state legislature. The
SPA revises page 20 and adds page 20b to Attachment 4.19-B of the South Dakota Medicaid
State Plan. Page 1 of Attachment 3.1-A.1 is also being revised to remove obsolete language.
We intend to make this SPA effective August 1, 2018. The Department estimates there will be
no federal fiscal impact associated with this SPA in Federal Fiscal Years 2018 and 2019.
Please contact me within 30 days of receipt of this message with any questions or comments.
Sincerely,

Sarah Aker
Deputy Director
Division of Medical Services
South Dakota Department of Social Services
CC:

Lynne A. Valenti, Cabinet Secretary
Brenda Tidball-Zeltinger, Deputy Secretary
William Snyder, Director

Medicaid State Plan Amendment Proposal
Transmittal Number: SD-18-006
Effective Date: 08/01/2018
Brief Description: This State Plan Amendment implements prescription drug
reimbursement methodology changes.
Area of State Plan Affected: Attachment 4.19-B and Attachment 3.1-A.1
Page(s) of State Plan Affected: Revises page 20 and adds page 20b to
Attachment 4.19-B and revises page 1 of Attachment 3.1-A.1.
Estimate of Fiscal Impact, if Any: No federal fiscal impact is projected in FFYs
2018 and 2019.
Reason for Amendment: To comply with federal requirements.

Page 20a
ATTACHMENT 4.19-B
PAYMENTS FOR MEDICAL AND REMEDIAL CARE AND SERVICES
12a. Prescription Drugs
The State agency will reimburse prescription drugs, including covered non-legend drugs that are
prescribed by an authorized prescriber and legend drugs prescribed by an authorized prescriber, at
the lowest of the following:
1. The pharmacy’s usual and customary charge to the general public for the drug; or
2. South Dakota Medicaid’s established State Maximum Allowable Cost (SMAC) for that drug plus
the professional dispensing fee. South Dakota Medicaid’s SMAC is acquisition cost based and
includes all types of medications, including specialty and hemophilia products; or
3. The current National Average Drug Acquisition Cost (NADAC) for that drug plus the
professional dispensing fee or if there is no NADAC for the drug the current wholesale
acquisition cost (WAC) of the drug plus the professional dispensing fee. In compliance with 42
CFR 447.512 and 447.514, reimbursement for drugs subject to Federal Upper Limits (FULs)
may not exceed FULs in the aggregate; All Indian Health Service and tribal pharmacies are
paid the encounter rate by South Dakota Medicaid. Due to this the logic described above and
below does not apply to them regardless of their method of purchasing.
4. Federal Supply Schedule (FSS) purchased drugs are required to be billed at no more than their
actual acquisition cost plus the professional dispensing fee.
5. Drugs not distributed by a retail community pharmacy (such as a long-term care facility) will be
reimbursed by using the logic described above and below.
6. Drugs not distributed by a retail community pharmacy and distributed primarily through the mail,
such as specialty drugs, will be reimbursed using the logic described above and below since
South Dakota Medicaid’s SMAC is acquisition cost based and includes all types of drugs.
7. Clotting factor from specialty pharmacies, hemophilia treatment centers (HTC), and centers of
excellence will be reimbursed through the logic described above and below since South Dakota
Medicaid’s SMAC is acquisition cost based and includes all type of drugs.
8. Drugs acquired at nominal price (outside of 340B or FSS) will be reimbursed at no more than
the actual acquisition price plus the professional dispensing fee while using the logic described
above and below.
9. South Dakota Medicaid requires physician administered drugs to be billed by the facility in
which it was administered. Payment for physician administered drugs is limited to the lesser of
the provider’s usual and customary charge or South Dakota Medicaid’s fee schedule. For
physician administered drugs not listed in the fee schedule, payment is limited to 40 percent of
the provider’s usual and customary charge.
10. Where indicated that South Dakota Medicaid will reimburse a professional dispensing fee, the
professional dispensing fee is $10.50. The methodology used to develop the dispensing fee
utilized information from participating pharmacies relative to their operating costs and the
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Page 20b
volume of prescriptions dispensed.
11. Drugs acquired through the federal 340B drug program and dispensed by covered entities as
described in section 1927(a)(5)(B) of the Social Security Act are not covered.
12. Drugs acquired through the federal 340B drug pricing program and dispensed by 340B contract
pharmacies are not covered.
13. Investigational drugs are not covered.
14. In the event that the above methodology is projected to result in expenditures that exceed the
amount appropriated by the state legislature for the current state fiscal year the state may take
appropriate action to maintain budget neutrality.
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ATTACHMENT 3.1-A.1
Page 1

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State: South Dakota
REQUIREMENTS RELATING TO COVERED OUTPATIENT DRUGS FOR THE
CATEGORICALLY NEEDY
Citation(s)

Provision(s)

Section 1935(d)(1)
of the Act

The Medicaid agency does not cover any Part D drug for fullbenefit, dual eligible individuals who are entitled to receive
Medicare benefits under Part A or Part B.

Sections
1927(d)(2) and
1935(d)(2)

The Medicaid agency provides coverage for the following excluded
or otherwise restricted drugs or classes of drugs, or their
medical uses to all Medicaid recipients, including full-benefit dual
eligible beneficiaries under the Medicare prescription Drug
Benefit—Part D.
The following excluded drugs are covered:
_X_

(a) Agents when used for anorexia, weight loss, or weight
gain, with limitations;
(b) Agents when used to promote fertility;

_X_

(c) Agents when used for the symptomatic relief of cough and
colds;

_X_

(d) Prescription vitamins and mineral products, except
prenatal vitamins and fluoride;

_X_

(e) Non-prescription drugs, with limitations;
(f) Covered outpatient drugs which the manufacturer seeks to
require as a condition of sale that associated tests or
monitoring services be purchased exclusively from the
manufacturer or its designee (see specific drug categories
below);
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