
 
CMS requires the Prescription Origin Code (using alphanumeric values 1-4) only on PDEs for 
new prescriptions submitted in Standard format (currently Standard format is NCPDP 
Telecommunication Standard 5.1). The Prescription Origin Code will remain optional for all 
PDEs for refills submitted in the Standard format and for all PDEs submitted in the Non-
Standard Format. Further, the Part D sponsor has the options to report “blank” for PDEs for 
refills and Non-Standard format PDEs. 
 
50.4 – Exemptions 
(Rev. 3, Issued: 09-05-08, Effective: 09-01-08, Implementation: 09-01-08) 
 
The November 7, 2005, foundation standards final rule (70 FR 67568) implemented specific 
exemptions for certain entities potentially involved in e-prescribing.  These exemptions continue 
to change as improvements are realized in the e-prescribing environment.  Part D sponsors 
should remain aware of these exemptions and work with their network pharmacies as necessary. 
 

1. Entities may use either Health Level 7 (HL7) messages or the NCPDP SCRIPT Standard 
to transmit prescriptions or prescription-related information internally when the sender 
and the recipient are part of the same legal entity.  If an entity sends prescriptions outside 
the entity (for example, from an HMO to a non-HMO pharmacy), it must use the adopted 
NCPDP SCRIPT Standard or other applicable adopted standards.  Any pharmacy within 
an entity must be able to receive electronic prescription transmittals for Medicare 
beneficiaries from outside the entity using the adopted NCPDP SCRIPT Standard.  

 
This exemption does not supersede any HIPAA requirement that may require the use of a 
HIPAA transaction standard within an organization.  For further information on the 
HIPAA transaction standards, refer to 45 CFR 162, or the NCPDP or ASC Web sites at 
www.ncpdp.org or www.x12.org respectively. 

 
2. Entities transmitting prescriptions or prescription-related information where the 

prescriber is required by law to issue a prescription for a patient to a non-prescribing 
provider (such as a nursing facility) that, in turn, forwards the prescription to a dispenser, 
are exempt from the requirements to use the NCPDP SCRIPT Standard in transmitting 
such prescriptions or prescription-related information. 

 
3. Entities transmitting prescriptions or prescription-related information by means of 

computer-generated facsimile are exempt from the requirement to use the NCPDP 
SCRIPT Standard in transmitting such prescriptions or prescription-related information. 

 
4. In accordance with section 1860D-4(e)(5) of the Act, the standards specified in 42 CFR 

423.160(b) supersede any State law or regulation that— 
 

o Is contrary to the standards or restricts the ability to carry out Part D of Title XVIII of 
the Act; and 

http://www.ncpdp.org/
http://www.x12.org/


o Pertains to the electronic transmission of medication history and of information on 
eligibility, benefits, and prescriptions with respect to covered Part D drugs under Part 
D of Title XVIII of the Act. 

 
50.5 – Promotion of Electronic Prescribing by MA-PD Plans 
(Rev. 3, Issued: 09-05-08, Effective: 09-01-08, Implementation: 09-01-08) 
 
An MA organization offering an MA-PD plan may provide for a separate or differential payment 
to a participating physician that prescribes covered Part D drugs in accordance with the 
electronic prescription standards established in the Federal regulations at 42 CFR 423.160(b).  
Any payments must be in compliance with applicable Federal and State laws related to fraud and 
abuse, including the physician self-referral prohibition (section 1877 of the Act), and the Federal 
anti-kickback statute (section 1128B (b) of the Act), and incentives must not inappropriately 
influence physician prescribing patterns. 
 
60 – Drug Utilization Management Program 
(Rev. 3, Issued: 09-05-08, Effective: 09-01-08, Implementation: 09-01-08) 
 
60.1 – General Rule 
(Rev. 3, Issued: 09-05-08, Effective: 09-01-08, Implementation: 09-01-08) 
 
A Part D sponsor must establish a reasonable and appropriate drug utilization management 
program that— 
 

• Maintains policies and systems to assist in preventing over-utilization and under-
utilization of prescribed medications; 

 
• Provides CMS with information concerning the procedures and performance of its drug 

utilization management program, according to guidelines specified by CMS; and, 
 
• Includes incentives to reduce costs when medically appropriate. 

 
Common utilization management tools include formularies, prior authorization requirements, 
and promotion of lower cost generics.  Part D sponsors will be required to submit their utilization 
management tools to CMS for approval as a component of the sponsor’s formulary.  Further 
information on formulary benefit management tools, including CMS expectations on criteria, can 
be found in Chapter 6 of the Medicare Prescription Drug Benefit Manual. 
 
60.2 – Over-the-Counter Drugs as Part of Utilization Management Programs 
(Rev. 11, Issued: 02-19-10, Effective/Implementation Date: 03-01-10) 
 
Over-the-counter drugs (OTCs), many of which (e.g., Prilosec OTC® and Zyrtec®) were 
available by prescription when first marketed, may offer significantly less expensive alternatives 
to branded prescription medications. The MMA does not allow Medicare plans to include OTCs 
as part of their drug benefit or supplemental coverage.  However, CMS allows Part D sponsors 
the option to provide OTCs as part of their administrative cost structure.  Consequently, for those 


