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Chapter II:
Prescription Drugs
Prescription Drug Services Covered in this Chapter*
• Prescription Drugs Covered by Medi-Cal
Coverage of every Food and Drug Administration approved drug
Excluded drugs
• Medi-Cal Contract Drug List (CDL)
No prior authorization required, although some exceptions
Removal of a drug from CDL
State fair hearing rights
Continuing care status
• Prior Authorization
Department of Health Care Services (DHCS) establishes prior
authorization criteria
Cannot be so restrictive that denies access to drug for “medically
accepted indication”
Beneficiary’s prescriber/pharmacist submits Treatment Authorization
Request
DHCS or health plan must respond within 24 hours of request, and
Dispense a 72-hour supply of covered outpatient drug in an
emergency situation pending TAR response
• Other Utilization Controls
No more than 100 calendar day supply
Six prescriptions per month limit
Generic drugs
• Prescription Drug Coverage Under Managed Care
Same right to access to covered Medi-Cal drugs
Some drug coverage carved out of managed care
Per Executive Order N-01-19, DHCS will transition Medi-Cal pharmacy
services for Medi-Cal managed care to fee-for-service
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Prescription Drug Services Covered in this Chapter* (continued)
• Prescription Drugs for Dual Eligibles
Must receive most prescription drugs through Medicare Part D plan
Drug categories excluded from Part D may be covered by Medi-Cal
*This is a non-exhaustive list of services. It may not include all available services.

Medi-Cal benefits include coverage of prescription drugs, which are an optional
service under the federal Medicaid Act.1 Subject to certain narrow limitations,
Medi-Cal must cover nearly every drug approved by the Food and Drug
Administration (FDA). Nevertheless, Medi-Cal beneficiaries may face barriers to
obtain a drug even if they have a prescription for it. For example, a beneficiary
may need prior authorization for the drug. Also, additional limitations apply to
any drug that is not on the state’s “Contract Drugs List.”

A. Prescription Drugs Covered by Medi-Cal2
Under federal law, Medi-Cal typically must cover every FDA approved drug sold
by a manufacturer that has entered into a drug rebate agreement with the
federal government.3 Since nearly all manufacturers have entered into such
rebate agreements, the effect of this statute is that Medi-Cal has an “open
formulary”, i.e., Medi-Cal beneficiaries can receive coverage of almost any FDA
approved drug.
However, federal law allows states to exclude coverage of certain categories of
drugs, and Medi-Cal has adopted some coverage restrictions. For example,
Medi-Cal does not cover over-the-counter cough and cold products, unless
provided to a beneficiary under 21 years of age through the Early and Periodic
Screening, Diagnostic and Treatment (EPSDT) benefit.4
Medi-Cal does cover some classes of drugs even though federal law allows for
their exclusion. For example, federal law allows states to exclude coverage of
smoking cessation products provided to adults who are not pregnant women.5
Medi-Cal, however, covers both prescription and over-the-counter tobacco
cessation products for all beneficiaries.6

B. Medi-Cal Contract Drug List
Not every covered Medi-Cal drug appears on Medi-Cal’s “Contract Drugs List.”7
The Contract Drugs List (CDL) is a type of preferred drug list. Drugs on the list
are preferred because they are generally available to a beneficiary without prior
authorization, meaning that a beneficiary only needs a prescription – and not
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pre-approval from the Department of Health Care Services (DHCS) – in order to
obtain a drug.8 Manufacturers sometimes get their drugs placed on the list by
signing a contract with Medi-Cal in which they agree to provide additional
rebates to Medi-Cal in addition to the rebates required under federal law.
Ultimately, DHCS, as advised by the Medi-Cal Contract Drug Advisory
Committee, determines which drugs get placed on the CDL based on a drug’s
safety, efficacy, cost, and potential misuse, as well as whether there is an
“essential need” for the drug.9
Although a beneficiary typically can obtain a drug on the CDL without having to
obtain prior authorization, there are circumstances in which this is not the case:
• Some drugs on the list are subject to prior authorization if they are being
prescribed for certain conditions, but are not subject to prior authorization
if they are prescribed for other conditions.10
• Enbrel, which is used to treat a variety of conditions such as rheumatoid
arthritis, is subject to prior authorization even though it appears on the
CDL.11
• Celebrex, a COX-2 inhibitor, is subject to step therapy even though it
appears on the CDL.12 This means that the Medi-Cal beneficiary must try
another COX-2 inhibitor prior to receiving Celebrex.13
All drugs not listed on the CDL require prior authorization from Medi-Cal.14
Sometimes, a Medi-Cal beneficiary may be taking a drug that Medi-Cal seeks to
remove from the CDL. In that case, Medi-Cal must provide beneficiaries with
notice about the proposed removal, and such notice must inform beneficiaries
of the right to a fair hearing to challenge such removal.15 Even if the drug is
removed from the CDL, a Medi-Cal beneficiary may still receive the drug
without prior authorization if the beneficiary is granted continuing care status.
Continuing care status is for beneficiaries who are taking a drug at the time that
DHCS removes the drug from the CDL and continue to seek prescriptions for
the drug at least once every 100 days.16

C. Prior Authorization
DHCS establishes prior authorization criteria for drugs not on the CDL, as well as
drugs on the CDL when not used for the indications specified on the CDL. In the
case where a beneficiary is seeking access to a drug that is not on the CDL, prior
authorization may be granted when the clinical condition of the beneficiary
requires the use of an unlisted drug and listed drugs have been adequately
considered or tried and do not meet their medical needs, or the use of an
unlisted drug results in a less expensive treatment than would otherwise occur.17
Federal law prohibits state Medicaid programs from making their criteria so
restrictive that they deny access to a drug when a beneficiary is seeking the
drug for a “medically accepted indication.”18 A “medically accepted indication” is
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any indication set forth on a drug’s FDA label, as well as off-label indications
that are recognized in three different drug compendia.19 Thus, Medi-Cal is
prohibited from imposing prior authorization criteria for a particular drug that
would result in a denial of coverage when a drug is prescribed for a medically
accepted indication.
In cases where prior authorization of a drug is required, the beneficiary’s
prescriber or pharmacist should submit a Treatment Authorization Request
(TAR) to DHCS, or, for managed care enrollees, the Medi-Cal managed care plan
(MCP), in order to obtain such prior authorization. DHCS or the plan must: 1)
provide a response by telephone or other telecommunication device within 24
hours of the request or receipt of the TAR; and 2) provide for the dispensing of
at least a 72-hour supply of a covered outpatient drug in an emergency
situation pending a response on the TAR.20 If DHCS or a Medi-Cal MCP denies
the TAR, both the beneficiary and the beneficiary’s provider should receive a
notice explaining why the TAR was denied, and the beneficiary may request an
expedited fair hearing.21
When a provider has verified a Medi-Cal beneficiary’s eligibility for services, the
provider may not deny services because the service requires the provider to
obtain authorization.22 A
pharmacist may not make
the Medi-Cal beneficiary
ADVOCACY TIP:
pay for the medication by
3 California state law prohibits providers
claiming that Medi-Cal
from imposing medical management
does not cover it. Such a
techniques, including prior authorization
statement may constitute
and step therapy, on beneficiaries seeking
fraud if Medi-Cal could pay
for the drug if a TAR were
contraceptive drugs and devices.24
23
submitted.

D. Other Utilization Controls
In addition to the imposition of prior authorization for drugs not on the CDL,
Medi-Cal imposes additional drug utilization controls:
• Beneficiaries typically can obtain no more than a 100-calendar day supply
of a drug, except for sodium fluoride tablets, drops, or when necessary to
comply with minimum quantities otherwise specified in the regulation.25
• Prior authorization is needed for prescription drugs that exceed a six
prescriptions-a-month limit (family planning drugs and patients receiving
care in a nursing facility are not subject to this limit).26
• California has adopted policies to promote the use of generic drugs.27
Although the Medi-Cal program does not require generic substitution, the
program is required to purchase the most cost-effective drug.28
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Medi-Cal also imposes a copayment of one dollar per each prescription or refill,
although in practice, beneficiaries are generally not charged any copayments
for their prescriptions.29 Co-payments are not permitted for contraceptive drugs
and devices.30

E. Prescription Drug Coverage Under Managed Care
Medi-Cal enrollees in managed care have the same right to access covered
Medi-Cal drugs as beneficiaries in the fee-for-service (FFS) system. Medi-Cal
MCP enrollees have the right to coverage of nearly all FDA approved drugs, just
as those enrolled in FFS do. Similarly, MCPs must provide a response to a prior
authorization request within 24 hours and must provide a 72-hour supply of a
drug when an enrollee is seeking a drug in case of an emergency.31 Medi-Cal
managed care plans must also allow new enrollees to continue to receive brand
name (single-source) drugs, which they were taking prior to the date of
enrollment in the plan.32 This applies whether or not the drug is covered by the
plan, until the plan’s doctor decides it is no longer necessary.33 Also, Medi-Cal
MCP enrollees seeking contraceptives may see any qualified family planning
provider of their choice, even if the provider is out of network, without a referral,
prior authorization and with no cost sharing.34
However, there can be differences in how MCP enrollees access drugs. Several
types of drugs – such as HIV drugs, certain psychiatric drugs, drugs to treat
alcohol and other substance use disorders, and blood coagulation factors – are
carved out of managed care and not covered by MCPs under Medi-Cal.35
Enrollees in these plans are still entitled to coverage of such drugs, but it is the
Medi-Cal program itself, not the managed care plan, that covers and pays for
such drugs, even though the drugs may be prescribed by a MCP provider.36
Medi-Cal MCPs can also develop their own formularies, and those formularies
are not required to include every drug that appears on the Contract Drug List.37
However, underlying federal drug coverage protections continue to apply. If an
enrollee needs access to a drug that is not on the formulary, then the managed
care plan must cover such drug through prior authorization, and the prior
authorization criteria cannot be so strict that they deny coverage for medically
accepted indications.38 In addition, managed care plans develop their own
pharmacy networks, so in some cases managed care enrollees may be required
to receive their drugs from different pharmacies than FFS beneficiaries.
In January 2019, Governor Newsom issued Executive Order N-01-19, calling for an
end of Medi-Cal managed care coverage of prescription drugs and requiring
DHCS to transition Medi-Cal pharmacy services to FFS with the aim of obtaining
greater discounts from manufacturers.39 The Executive Order calls for the
transition to occur by January 2021. In August 2019, DHCS solicited proposals
from firms that are able to provide administrative services for managing the FFS
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pharmacy benefit. DHCS announced it planned to make a single contract
award for Medi-Cal prescription drug services to the firm earning the highest
evaluation score.40 On November 7, 2019, DHCS announced it intends to award a
contract to Magellan Medicaid Administration, Inc.41

F. Prescription Drugs for Dual Eligibles
Medi-Cal beneficiaries who are also eligible for Medicare, known as “dual
eligibles”, must receive most of their prescription drugs from a Medicare Part D
plan rather than through Medi-Cal.42 These beneficiaries are entitled to and
should be automatically enrolled in the Low-Income Subsidy (LIS) program.43
Dual eligibles may receive Medi-Cal coverage for medications that are
categorically excluded under Medicare Part D but are covered by Medi-Cal.44 If a
drug is a coverable drug under Medicare Part D, but the beneficiary’s Part D
plan does not cover the medication, the beneficiary cannot turn to Medi-Cal for
coverage of that drug.45
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