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APPENDIX C – SOW EXHIBITS 
EXHIBIT 1 

 
CONTRACT DISCREPANCY REPORT 

 
TO: 
FROM: 
DATES: Prepared: ________________________________________________________ 

 Returned by Contractor: ________________________________________________________ 
 Action Completed: ________________________________________________________ 
 
DISCREPANCY PROBLEMS:___________________________________________________________________ 
 
___________________________________________________________________________________________ 
 
___________________________________________________________________________________________ 
 
_________________________________________________                  _______________________________ 
        Signature of County Representative                                             Date 

 

CONTRACTOR RESPONSE (Cause and Corrective Action): ________________________________________ 
 
___________________________________________________________________________________________ 
 
___________________________________________________________________________________________ 
 
_________________________________________________                  _______________________________ 
       Signature of Contractor Representative                                             Date 

 
COUNTY EVALUATION OF CONTRACTOR RESPONSE: ___________________________________________ 
 
___________________________________________________________________________________________ 
 
___________________________________________________________________________________________ 
 
_________________________________________________                  _______________________________ 
       Signature of Contractor Representative                                             Date 

 
COUNTY ACTIONS:__________________________________________________________________________ 
___________________________________________________________________________________________ 
___________________________________________________________________________________________ 
CONTRACTOR NOTIFIED OF ACTION: 
County Representative’s Signature and Date _______________________________________________________ 

 

Contractor Representative’s Signature and Date ____________________________________________________
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APPENDIX C – SOW EXHIBITS 
EXHIBIT 2 

LOS ANGELES COUNTY - DEPARTMENT OF MENTAL HEALTH 
LIST OF CURRENT CONTRACTED PHARMACY SITES 

 

 
Contractor 

Name 

Doing 
Business As 

(dba) 

DMH 
SERVICE 

AREA 
Supervisor 

District Address City State
Zip 
Code 

1. 
A.A.M. Health 
Group, Inc 

Canoga Park 
Pharmacy 2 3 

22330 
Sherman Way, 
Suite C3 Canoga Park CA 91303 

2. 
Alchemy 
Pharmacies, Inc. 

Abrams and 
Clark Pharmacy 8 4 

3841 Atlantic 
Avenue Long Beach CA 90807 

3. 
Anaheim Plaza 
Pharmacy, Inc.   

Out of 
County Out of County 

3010 W. 
Orange Ave., 
Suite 101 Anaheim CA 92804 

4. Andrew Kwong 
Gateway Circle 
Pharmacy 4 1 

3133 North 
Broadway 
Street Los Angeles CA 90031 

5. 
B & G Pharmacy, 
Inc.   4 3 

5101 
Hollywood 
Blvd. Los Angeles CA 90027 

6. 
Bell Gardens 
Rexall Drugs  7 4 

7625 Eastern 
Ave. Unit C Bell Gardens CA 90201 

7. B.D.O. Corporation Fairfax Pharmacy 4 3 

1111 North 
Fairfax 
Avenue, Suite 
110 Los Angeles CA 90046 

8. 
BGMT Pharmacy, 
Inc. 

Gardena 
Professional 
Pharmacy 8 2 

1045 W. 
Redondo 
Beach Blvd., 
Suite #140 Gardena CA 90247 

9. Cassel Boys, Inc. 
Short Stop 
Pharmacy 8 2 

645 E. Carson 
St. Carson CA 90745 

10. Chong W. Roh 
El Camino 
Pharmacy 2 3 

10940 Victory 
Blvd. 

North 
Hollywood CA 91606 

11. 
Christina Boh-
Young Park Econo Pharmacy 8 2 

15435 S. 
Western 
Avenue, Suite 
#100-C Gardena CA 90249 

12. 
Community 
Pharmacy, Inc. 

Harbor Outpatient 
Community 
Pharmacy 8 2 

1001 W. 
Carson St., 
Suite D Torrance CA 90502 

13. Compounding, Inc. 
Northridge Tower 
Pharmacy 2 3 

18250 Roscoe 
Blvd. Suite 104 Northridge CA 91325 

14. 
Crenshaw 
Pharmcare, Inc. 

Garfield 
Prescription 
Pharmacy 4 2 

3756 Santa 
Rosalia Drive Los Angeles CA 90008 

15. Dildax Corporation Medic Pharmacy 7 4 

16900 
Bellflower 
Blvd. Bellflower CA 90706 
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 Contractor Name 

Doing 
Business As 
(dba) 

DMH 
SERVICE 

AREA 
Supervisor 

District Address City State
Zip 
Code 

16. 

Evergreen 
Pharmaceutical of 
California, Inc. 

Pharmacy 
Support 
Services 7 4 

13825 A1 & A2 
Cerritos 
Corporate 
Drive Cerritos CA 90703 

17. 
F.D.M. Exclusive Image, 
Inc. 

Coover 
Pharmacy 8 4 

891 W. 9th 
Street San Pedro CA 90731 

18. Fairveola Banks 
Intra Rx Drugs 
Lynwood 7 2 

3628 E. 
Imperial 
Highway, Suite 
102 Lynwood CA 90262 

19. 
Fairveola Banks and 
Bianca Banks 

Intra Drugs 
Artesia 6 2 

403 S. Long 
Beach Blvd., 
Suite C Compton CA 90221 

20. 

Garden Plaza Pharmacy, 
A Professional 
Corporation   2 3 

18411 Clark 
Street, Suite 
106 Tarzana CA 91356 

21. GJPL, Inc. 

St. John's 
Medical Plaza 
Pharmacy 5 3 

1301 20th St. 
#120 Santa Monica CA 90404 

22. Glesener Pharmacy, Inc.   3 5 
321 N. Citrus 
Avenue Covina CA 91723 

23. GMA Phamacy, Inc. Haig Pharmacy 3 5 

1106 S. 
Glendale 
Avenue Glendale CA 91205 

24. 
Gold Medal Pharmacy, 
Inc. 

Arcadia Center 
Pharmacy 3 5 

631 W. Duarte 
Road Arcadia CA 91007 

25. 
Goldfarb Rx Enterprises, 
Inc. 

Central 
Pharmacy 5 3 

900 Wilshire 
Blvd., Suite 
104 Santa Monica CA 90401 

26. Good Health, Inc. 
Premier 
Pharmacy #4 2 3 

12500 
Burbank Blvd. Valley Village CA 91607 

27. GWLW Pharmacy, Inc. 

Berry and 
Sweeney 
Pharmacy 3 5 

1377 N. Fair 
Oaks Avenue Pasadena CA 91103 

28. H P Badesha Co. 

Glendora 
Medical 
Pharmacy 3 5 

130 W.Route 
66 Glendora CA 91740 

29. Hygeia Apothecary Inc. Botica Del Sol 4 1 
2331 E. Cesar 
Chavez Ave. Los Angeles CA 90033 

30. IJJ Group, Inc. 

Palmdale 
Medical 
Pharmacy 1 5 

540 West 
Palmdale 
Blvd., Suite A Palmdale CA 93551 

31. Inf Corp. Star Pharmacy 2 3 
14400 
Vanowen St. Van Nuys CA 91405 

EXHIBIT 2 
Current Contracted Pharmacy List 
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Contractor 
Name 

Doing 
Business 
As (dba) 

DMH  
Service  

Area
Supervisor 

District Address City State
Zip 
Code

32. J.M.C. Drug, Inc. 
Owl Rexall 
Drugs 4 1 

5634 N. Figueroa 
Street Los Angeles CA 90042 

33. 
John's Shop-Rite 
Pharmacy, Inc.   8 4 

3717 East South 
Street Long Beach CA 90805 

34. 
KC Pharmacies, 
Inc. 

Verdugo 
Clinic 
Pharmacy 3 5 

1540 E. Colorado 
Street Glendale CA 91205 

35. Kenneth Ross 

North 
Hollywood 
Medical Arts 
Pharmacy 2 3 

4420 Vineland 
Avenue 

North 
Hollywood CA 91602 

36. 
Koam Pharmacy, 
Inc.   7 4 

18102 Pioneer 
Blvd., Suite #101 Artesia CA 90701 

37. 
La Cresenta 
Pharmacy, Inc.   2 5 

2764 Foothill 
Blvd. La Crescenta CA 91214 

38. Lauren Pharmacy 
Laurel 
Pharmacy 2 3 

13686 Van Nuys 
Blvd. Pacoima CA 91331 

39. 
Market Pharmacy 
Inc.   2 5 

9250 Reseda 
Blvd., #2C Northridge CA 91324 

40. 
Marvin Lieblein, 
Incorporated 

Family 
Pharmacy 8 4 

1400 Atlantic 
Avenue Long Beach CA 90813 

41. 
Medical Specialty 
Pharmacy 

Medical 
Center 
Pharmacy 2 3 

18433 Roscoe 
Blvd. #110 Northridge CA 91325 

42. 
Meyers Pharmacy, 
Inc. 

De Soto 
Pharmacy 2 3 

20914 Roscoe 
Blvd. Canoga Park CA 91304 

43. Mike Lord Crown Drugs 8 2 
657 E. University 
Dr. Carson CA 90746 

44. 
Mission Road 
Pharmacy, Inc. 

Mission Road 
Pharmacy 4 1 

1155 North 
Mission Road 
 Los Angeles CA 90033 

45. 
MJM Healthcare 
Services, Inc. 

The Medicine 
Shoppe 
#1764 2 5 

18635 Soledad 
Canyon Rd., Ste. 
#102 

Canyon 
Country CA 

91351-
3701 

46. 
Moazzem H. 
Chowdury Desert Drugs 1 5 

204 West Avenue 
"J" Lancaster CA 93534 

47. 
ModernHEALTH 
Holdings, Inc. 

Modern 
Health 
Pharmacy 3 5 

110 E. 
Huntington Dr. Monrovia CA 91016 

48. 

ModernHEALTH 
Specialty (AD-RX), 
LLC 

AD-RX 
Pharmacy 3 2 

110 E. 
Huntington Dr. Monrovia CA 91016 

49. 
Nisha  Pharmacy, 
Inc. Alpha Drugs Out of County Out of County 

1240 South 
Magnolia Ave.  Anaheim CA 92804 

50. 
Oakdale Pharmacy, 
Inc. 

Oakdale 
Pharmacy 2 3 

5400 Balboa 
Boulevard Encino CA 91316 

EXHIBIT 2 
Current Contracted Pharmacy List 
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Contractor 
Name 

Doing 
Business As 
(dba) 

Service 
Area

Sup. 
District Address City State

Zip 
Code

51. 
Olympic Gerhart 
Pharmacy , Inc. 

Olympic 
Pharmacy 4 1 

5724 E. Olympic 
Blvd. 

City of 
Commerce CA 90022 

52. 
Pacific Healthcare, 
Inc. B & B Pharmacy 7 4 

10244 
Rosecrans Ave Bellflower CA 90706 

53. 
Pacific Healthcare, 
Inc. 

Better Value 
Pharmacy 3 1 

1135 S. Sunset 
Ave., #101 West Covina CA 91790 

54. 
Pacific Pharmacy 
Group 

Valencia 
Pharmacy 3 5 

23550 Lyons 
Avenue, Suite 
111 Newhall CA 

91321 
 

55. 
Pai and Chan 
Pharmacy Corp. II Key Drug Co. 4 2 

770 S. Vermont 
Avenue Los Angeles CA 90005 

56. 

Pai and Chan 
Pharmacy 
Corporation 

Medical Center 
Pharmacy 8 2 

501 E. Hardy 
Street, Suite 
130 Inglewood CA 90301 

57. 
Paseo Pharmacy 
LTD 

Paseo 
Pharmacy 3 5 

245 E. Green 
Street Pasadena CA 91101 

58. 
PharMerica Drug 
Systems, Inc. 

PharMerica 
#7036 

Out of 
County 

Out of 
County 

11205 Knott 
Ave., Suite C 
 Cypress CA 90630 

59. 
PharMerica Drug 
Systems, Inc. 

PharMerica 
#7020 

Out of 
County 

Out of 
County 

833 
Marlborough 
Ave.  Riverside CA 92507 

60. 
Phnom Pich 
Pharmacy, Inc. 

Phnom Pich 
Pharmacy, Inc. 8 4 

2338 E. 
Anaheim St., 
Suite 100 Long Beach CA 90804 

61. Plaza Pharmacy   8 2 

11930 
Hawthorne 
Boulevard Hawthorne CA 90250 

62. 
Prescriptions Plus 
Inc. 

Super-Rite 
Drugs 2 3 

14425 Burbank 
Blvd. Van Nuys CA 91401 

63. 
Prime Pharmacy 
Services, Inc.   4 2 

4211 Avalon 
Blvd. # 378 Los Angeles CA 90011 

64. Rami, Inc. 
Aalpha 
Pharmacy 4 1 

174 S. Alvarado 
Street Los Angeles CA 90057 

65. 

Recovery 
Pharmaceuticals, 
Inc. 

Knollwood 
Pharmacy 2 5 

16911 San 
Fernando 
Mission Blvd. Granada Hills CA 91344 

66. 
RelyOn Pharmacy, 
Inc. 

Value Care 
Pharmacy 

Out of 
County 

Out of 
County 

17662 Irvine 
Blvd. Ste. 14 Tustin CA 

92780-
3133 

67. Rivendell, Inc. Griffith Drugs 7 1 

11721 
Telegraph Rd., 
Unit I 

Santa Fe 
Springs CA 90670 

68. 
Robert Feiles and 
Susan Feiles 

Victory-Tampa 
Pharmacy  2 3 

19300 Vanowen 
Street Reseda CA 91335 

EXHIBIT 2 
Current Contracted Pharmacy List 
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Contractor 
Name 

Doing 
Business As 
(dba) 

DMH 
SERVICE 

AREA
Supervisor 

District Address City State
Zip 
Code

69. 
Roxsan Pharmacy 
Inc.   5 3 

465 N. Roxbury 
Drive Beverly Hills CA 90210 

70. RXTS Drug Co. 

Yee's 
Prescription 
Pharmacy 8 4 

1703 Termino 
Avenue Long Beach CA 90804 

71. 
Samir Daher and 
Mitra Moadelly 

The Marsh 
Village Pharmacy 2 5 

2143 Foothill 
Blvd. La Canada CA 91011 

72. 
Silver Brooks 
Enterprises, Inc. 

Vernon-Main 
Pharmacy 4 2 

4401 South 
Main St. Los Angeles CA 90037 

73. Suburban Drug Co. 
Los Coyotes 
Drug 8 4 

3597 Los 
Coyotes 
Diagonal Long Beach CA 90808 

74. 
Sumi Pharmacies, 
Inc. Wards Pharmacy 8 4 

653 Long 
Beach 
Boulevard Long Beach CA 90802 

75. 
Sungyong S. Kim 
dba  

Memorial Medical 
Center Pharmacy 6 2 

9806 Venice 
Blvd. Culver City CA 90232 

76. 
Super Market 
Pharmacy   7 1 

6039 E. 
Florence 
Avenue Bell Gardens CA 90201 

77. Thrifty Payless, Inc. Rite Aid 4 1 
500 S. 
Broadway Los Angeles CA 90013 

78. Thrifty Payless, Inc. Rite Aid 6 2 

3230 West 
Slauson 
Avenue Los Angeles CA 90043 

79. Thrifty Payless, Inc. Rite Aid 6 2 

11750 
Wilmington 
Avenue Los Angeles CA 90059 

80. Thrifty Payless, Inc. Rite Aid 8 4 
1237 W. 
Carson Street  Torrance CA 90502 

81. Thrifty Payless, Inc. Rite Aid 7 4 

1335 E. 
Huntington 
Drive Duarte CA 91010 

82. Thrifty Payless, Inc. Rite Aid 7 4 
304 Huntington 
Drive  Monrovia CA 91016 

83. Thrifty Payless, Inc. Rite Aid 2 3 
26825 Bouquet 
Canyon Road Santa Clarita CA 91350 

84. Thrifty Payless, Inc. Rite Aid 2 3 
8400 Van Nuys 
Blvd 

Panorama 
City CA 91402 

85. Thrifty Payless, Inc. Rite Aid 3 1 
9450 E. Las 
Tunas Drive  Temple City CA 91780 

86. Thrifty Payless, Inc. Rite Aid 1 5 
1356 West 
Avenue J. Lancaster CA 93534 

87. Thrifty Payless, Inc. Rite Aid 6 2 
107 S. Long 
Beach Blvd Compton CA 90221 

EXHIBIT 2 
Current Contracted Pharmacy List 

 



 

7 

 
 

 

 
Contractor 
Name 

Doing 
Business As 
(dba) 

DMH 
SERVICE 

AREA
Supervisor 

District Address City State
Zip 
Code

88. Thrifty Payless, Inc. Rite Aid 2 3 
#6396 - 2419 
E. Avenue "S" Palmdale CA 93550 

89. Thu Pharmacy   8 2 

15735 
Hawthorne 
Blvd., Suite110 Lawndale CA 90260 

90. 

Vine Discount 
Pharmacy & Medical 
Supply, Inc. 

Vine Discount 
Pharmacy & 
Medical Supply 4 3 

1253 N. Vine, 
Suite 11 Los Angeles CA 90038 

91. 
Wellness Pharmacy, 
Inc. 

Midway Drugs 
and Bell 
Gardens 
Pharmacy 3 1 

10410 Lower 
Azusa Road, 
Suite 102 El Monte CA 91731 

92. 
Westlake Medical 
Management, Inc. 

Westlake 
Pharmacy 4 1 

2500 Wilshire 
Blvd., Suite 101 Los Angeles CA 90057 

93. William Chung 
CBC Royalty 
Pharmacy 2 1 

1902 Royalty 
Drive, Suite 
110 Pomona CA 91767 

94. Woori Pharmacy, Inc. Woori Pharmacy 4 2 
266 S. Harvard 
Blvd., Suite 120 Los Angeles CA 90004 

95. 
Zaher Pharmacy & 
Medical Supply, Inc. Nofel Pharmacy 4 1 

507 S. Spring 
Street Los Angeles CA 90013 

 

Number of Pharmacies per Service Area (SA) 

SA 1 2 3 4 5 6 7 8 

# Pharmacies 3 21 14 16 3 5 10 18 

 

Number of Pharmacies per Supervisorial District (SD) 

SD 1 2 3 4 5 

# Pharmacies 14 21 22 16 17 

 

Contracted Pharmacy Summary 

Total LACDMH Pharmacy  Locations: 95 

EXHIBIT 2 
Current Contracted Pharmacy List 
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APPENDIX C – SOW EXHIBITS 

EXHIBIT 3 
 

LIST OF ACRONYMS, TERMS, AND DEFINITIONS 
. 
 
1. Administrative Fee- A per claim fee that the proposer agrees to charge LACDMH that shall 

include comprehensive administrative and clinical services provided by the Contractor.  
 
2. Average Annual Guarantee- A guarantee that proposer’s Pass-Through Pricing for retail and 

retail 90 Paid Claims shall on an annual (12 month) basis provide (i) Dispensing Fees that are no 
more costly to LACDMH than the average annual dispensing fees listed in the Cost Proposal; and 
(ii) AWP discounts that are at least as financially advantageous for LACDMH as the average 
annual AWP discounts listed in the Cost Proposal.   

 
3. Average Wholesale Price (AWP)- The average wholesale price of a prescription drug or 

medication dispensed, on the date the prescription or medication is dispensed, as set forth in the 
most recent edition of the Medi-Span pricing guide or supplement as of that date.   

 
4.        LACDMH’s Formulary and Benefit Plan- The Formulary, Special Programs and Program 

protocols, quantity limits, Claims processing variables and other matters identified in Appendix B, 
SOW and Appendix C, Exhibit 4 (LACDMH’s Formulary and Benefit Plan). 

 
5. Brand Drug- The Medi-Span Multisource Code (“MONY”) field in Medi-Span that indicates an “M” 

(co-branded drug product that is not considered generic, and considered a single-source product 
despite being available from multiple labelers), “O” (originator brand, available from multiple 
labelers), or an “N” (single source brand available from one manufacturer and is not considered 
generic) except that if the Multisource Code is “O” and there is a Dispensed As Written (“DAW”) 
Code of 3, 4, 5, 6 or 9, the drug shall be considered a Generic Drug.  When a drug is identified as 
a Brand Drug, it shall be considered, a Brand Drug for all purposes by Contractor, including but not 
limited to invoicing LACDMH, calculating the satisfaction of Average Annual Guarantees 
calculating the satisfaction of generic fill rates.   

 
6.        Claim- Invoice or transaction (electronic or paper) for a Covered Item for a Covered Client that is 

transmitted or sent to Contractor by any pharmacies, including reversed and rejected Claims. 
 
7.        Covered Client- Individuals identified by LACDMH who are uninsured and have no other payor for 

pharmacy benefits and therefore receive Prescription Drug Product coverage from LACDMH. 
 
8.        Contracted Staff- Staff of Entities with which or with whom LACDMH has entered into a contract 

with for the provision of mental health services to Covered Clients, including Non-Governmental 
Agency (NGA) Short-Doyle/Medi-Cal community mental health facilities, psychiatric inpatient 
facilities, and varying types of residential facilities. 

 
9.        LACDMH General Fund (CGF)- Monies allocated to LACDMH by the State.     
 
10. Covered Items- All prescription drugs and drug products listed on LACDMH Formulary, as 

amended in writing from time to time by LACDMH. LACDMH  
 
11. Directly Operated Sites- Sites that are operated by LACDMH and house employees of LACDMH 

who provide clinical services to clients.  
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12. ..... Financial Element- All:  rebates, discounts, administrative or other fees, chargebacks, grants, all 

other monies of any kind whatsoever paid by Pharmaceutical Manufacturers, all discounts or 
credits or reimbursements of any kind provided by Pharmaceutical Manufacturers, and all goods 
(or in kind services) provided by Pharmaceutical Manufacturers.   

 
13. Financial Screening- A screening process performed by LACDMH, or agents thereof, to 

determine whether clients are eligible to receive health or drug coverage from the federal Medicare 
program, the California Medi-Cal program, private insurance, LACDMH General Fund or any other 
program. 

 
14. LACDMH Formulary- A list of drug products developed by LACDMH, that may be periodically 

modified as new medications and/or new clinical information becomes available, that prescribers 
can prescribe to Covered Clients without prior authorization. 

 
15. Fund One Program- A program whereby Covered Clients may only receive a single highly 

expensive atypical antipsychotic medication upon submission and approval of a M-TAR, within a 
three (3) week period, rather than receiving multiple such medications, preventing 
polypharmacologic expensive prescribing regimens.   

 
16. Generic Drug- The Medi-Span Multisource Code (“MONY”) contains a “Y” (generic drugs that are 

mulit-source products available from multiple labelers).  An item shall also be considered to be a 
Generic Drug if the Multisouce Code is “O” and there is a Dispensed As Written (“DAW”) code of 3, 
4, 5, 6 or 9.  Contractor agrees that when a drug is identified as a Generic Drug it shall be 
considered a Generic Drug for all purposes, including but not limited to invoicing LACDMH 
calculating the satisfaction of Average Annual Guarantees for Generic Drugs and calculating 
generic fill rates. 

 
17. Hard Edit- System logic that requires users to meet set business rules to continue with the current 

process. 
 
18. Indigent Medications Program (IMP)- A program whereby certain prescription drugs are provided 

to eligible clients, at no cost, who have been approved to receive the drugs by certain 
pharmaceutical foundations or manufacturers as part of their Patient Assistance Programs.   

 
19. Ingredient Cost- The amount Contractor invoices LACDMH and reimburses a pharmacy for each 

Paid Claim, not including Dispensing Fees or any sales or use taxes, and without factoring in any 
Financial Benefits or Claim Processor Fees.   

 
20. LAC-DMH PHI or PII- This includes Protected Health Information as defined by 45 Code of 

Federal Regulations (C.F.R.) 160.103, Electronic Protected Health Information as defined by 45 
C.F.R 160.103, and/or Personal Information as provided for in California Civil Code Section 
1798.29, accessed in a database maintained by LAC-DMH, received by Contractor from LAC-DMH 
or acquired or created by Contractor in connection with performing the functions, activities and 
services specified in this Agreement on behalf of DMH. 

 
21. Maximum Allowable Costs (MAC)- The maximum allowable cost of a Brand Drug or Generic 

Drug, as established by Contractor for certain drugs.   
 
22. Mail Order Pharmacy- A service where a designated pharmacy contracts with the Contractor to 

provide certain drugs or drug products through mail order to Covered Clients. 
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23. Medication Treatment Authorization Request (M-TAR)- A form used in LACDMH by a 
prescriber to obtain prior approval before prescribing certain drugs or when prescribing under a 
special program (e.g. Fund one). 

 
24. Paid Claim- Each Claim that is dispensed to a Covered Client and for which LACDMH either pays 

for the Prescription Drug Product or dispenses replacement IMP Product.   
 

25. Paper Claim- Each prescription claim submitted directly to Contractor by Covered Clients which is 
keyed into the Contractor’s pharmacy claims system. 
 

26. Participating Pharmacy- Retail pharmacies that contract with the Contractor to dispense 
Prescription Drug Products or other products to LACDMH Covered Clients. 

 
27. Pro Rata Share- The proportion of total Financial Elements and Claim Processor Fees that 

Contractor collects from third parties that Contractor is required to pass through to LACDMH. 
 
28. Prescriber- Individuals who work in LACDMH directly operated and contracted sites who hold a 

valid license or furnishing certificate to prescribe psychotropic medications to Covered Clients.  
 

29. Proposer- Refers to the entity developing this proposal for submission to LACDMH.  At times, 
throughout this RFP, Proposer, Contractor and PBM are used interchangeably.   
 

30. Special Program- Any program that LACDMH chooses to implement, in writing, based on 
specified protocols provided by LACDMH to Contractor, in writing, including but not limited to a:  
PA Program, Step Therapy Program, Mandatory Generic Program, the Indigent Medications 
Program, Fund One Program, Mandatory Mail Program and Retail 90 Program. 

 
31. Retail Brand Effective Rate- The difference between a Brand Name Drug’s AWP and the 

discounted ingredient cost paid by the Plan for the Brand Name Drug, divided by the Brand Name 
Drug’s AWP.  This calculation shall include prescriptions for Brand Name Drug which price at a 
Participating pharmacy U&C price. 
 

32. Retail Generic Effective Rate- The difference between a Generic Drug’s AWP and the Plan’s 
discounted ingredient price for the Generic Drug, divided by the Generic Drug’s AWP.  This 
calculation shall include Generic Drugs with MAC pricing, and Generic Drugs with non-MAC 
pricing, and shall include prescriptions for Generic Drugs which price at a Participating Pharmacy 
U&C price. 

 
33. Standard Management Reporting Package- Those reports selected by LACDMH from 

Contractor’s standard reporting and such additional reports as LACDMH requests.   
 

34. True-Up- Shall mean the process by which the Contractor will reconcile the Average Annual 
Guarantees and adjust based on actual costs.   
 

35. Usable Eligibility File- Accurate, complete, readable data indicating LACDMH’s current Covered 
Clients and provided by LACDMH to Contractor in a file format that is direct send or in another 
mutually agreed upon format.   
 

36. Usual and Customary (U&C)- The amount which the retail pharmacy  normally charges its’ 
regular non-contracted retail customers for the same or similar services.. 

 
37. Unit AWP- The Unit of measure price, as defined by the NCPDP, with the Unit of measure being 

per tablet, or per capsule, or per ml of liquid, or per gm of cream, or per other Unit, dispensed. 
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APPENDIX C – SOW EXHIBITS 
EXHIBIT 4 

 
LACDMH’S FORMULARY AND BENEFIT PLAN 

 
 

1.0 LACDMH’s Formulary (Formulary): 
 

1.1 LACDMH’s Customized Formulary:  Upon execution of the Contract, the Formulary 
set forth in (Exhibit 4 – A) shall be implemented.  Contractor shall be responsible for 
creating a “hard edit” blocking the dispensing of any drug or drug product that is not 
on the Formulary to any Covered Client, unless LACDMH specifically 
communicates in writing to Contractor that said off-Formulary drug or drug product 
may be dispensed to a specific Covered Client. All such communications shall be 
made through DMH’s Portal and/or written communications to Contractor.  
LACDMH shall be the sole Party with the right to create exceptions to the rule that 
only Formulary Covered Items are to be dispensed to Covered Clients. The 
Formulary that LACDMH establishes as its Formulary upon execution of the 
Contract – and any changes that LACDMH makes in writing in the Formulary 
thereafter, shall be referred to in the Contract as the “Formulary”. 

 
1.2 LACDMH’s Right to Change the Formulary:  LACDMH shall be the only Party that 

has the right to change the Formulary.  Contractor shall not make any Formulary 
changes, unless LACDMH has requested such changes in writing.  Contractor 
acknowledges that LACDMH may need to obtain detailed information to evaluate 
any changes it wishes to make, and therefore agrees to provide the following 
information, without limitation, to LACDMH, either directly or through consultation 
with Contractor’s  Pharmacy & Therapeutics Committee:  (a) the safety and efficacy 
of any and all drugs identified by LACDMH; (b) the net drug cost to LACDMH of any 
and all drugs identified by LACDMH, factoring in all Financial Benefits that may be 
passed through to LACDMH for each such drug; and (c) a disruption analysis to 
assess the likely impact of changing the LACDMH Formulary. 

 
1.3 Contractor’s Recommendations Concerning the Formulary:  From time to time 

during this Contract, Contractor may recommend changes to the Formulary, based 
on safety and efficacy, as necessitated by accepted medical and pharmacy 
practice, and price changes and/or Financial Elements available.  With respect to all 
such recommendations, Contractor shall be obligated to act as LACDMH’s agent 
and fiduciary, ensuring that all such recommended changes are made in the 
interests of LACDMH and its Covered Clients.  Unless medical and pharmacy 
practice requires the favoring of a higher-cost drug in a therapeutic category, 
Contractor shall favor lower cost drugs in each therapeutic category when making 
recommendations for changes to LACDMH’s standardized Formulary.   
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APPENDIX C – SOW EXHIBITS 
EXHIBIT 4 

 
LACDMH’S FORMULARY AND BENEFIT PLAN 

 
 
2.0 LACDMH’s Selection of Copayment/Formulary Structure:   

 
2.1 LACDMH Benefit Plan structure shall include but not limited to:  quantity limits, age 

limits, Prior Authorization requirements, Step Therapy requirements, Fund One 
Program requirements.  LACDMH shall have the right to alter its Benefit Plan 
design, without additional cost or fees imposed by Contractor.    
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APPENDIX C – SOW EXHIBITS 
EXHIBIT 4 - A 

 
LACDMH’S FORMULARY  

 

GENERIC DRUG NAME TRADE DRUG NAME DRUG CODE STRENGTH PREPACK SIZE 

ACETAMINOPHEN TYLENOL APC300 325 MG 100 TABLETS 
ADDERALL XR ADDERALL XR AEA5XR 5 MG 100 CAPSULE 
ADDERALL XR ADDERALL XR AEA10XR 10 MG 100 CAPSULE 
ADDERALL XR ADDERALL XR AEA15XR 15 MG 100 CAPSULE 
ADDERALL XR ADDERALL XR AEA20XR 20 MG 100 CAPSULE 
ADDERALL XR ADDERALL XR AEA25XR 25 MG 100 CAPSULE 
ADDERALL XR ADDERALL XR AEA30XR 30 MG 100 CAPSULE 
AMANTADINE SYMMETREL AMD100 100 MG 100 CAPSULES 
AMITRIPTYLINE ELAVIL AML10 10 MG 100 TABLETS 
AMITRIPTYLINE ELAVIL AML25 25 MG 100 TABLETS 
AMITRIPTYLINE ELAVIL AML50 50 MG 100 TABLETS 
AMITRIPTYLINE ELAVIL AML75 75 MG 100 TABLETS 
AMITRIPTYLINE ELAVIL AML100 100 MG 100 TABLETS 
AMPHETAMINE ADDERALL AEA5 5 MG 100 TABLET 
AMPHETAMINE ADDERALL AEA7.5 7.5 MG 100 TABLET 
AMPHETAMINE ADDERALL AEA10 10 MG 100 TABLET 
AMPHETAMINE ADDERALL AEA12.5 12.5MG 100 TABLET 
AMPHETAMINE ADDERALL AEA15 15 MG 100 TABLET 
AMPHETAMINE ADDERALL AEA20 20 MG 100 TABLET 
AMPHETAMINE ADDERALL AEA30 30 MG 100 TABLET 
ARIPIPRAZOLE ABILIFY APZ1L 1 MG/ML 150 ML 
ARIPIPRAZOLE ABILIFY APZ2 2 MG 30 TABLETS 
ARIPIPRAZOLE ABILIFY APZ5 5 MG 100 TABLET 
ARIPIPRAZOLE ABILIFY APZ10SL 10 MG 30 TABLETS 
ARIPIPRAZOLE ABILIFY APZ10 10 MG 100 TABLET 
ARIPIPRAZOLE ABILIFY APZ15 15 MG 100 TABLET 
ARIPIPRAZOLE ABILIFY APZ15SL 15 MG 30 TABLETS 
ARIPIPRAZOLE ABILIFY APZ20 20 MG 30 TABLET 
ARIPIPRAZOLE ABILIFY APZ30 30 MG 30 TABLET 
ASENAPINE SAPHRIS ASP5SL 5 MG 100 TABLETS 
ASENAPINE SAPHRIS ASP10SL 10 MG 100 TABLETS 
ASPIRIN ASPIRIN ASA300 325 MG 100 TABLETS 
BENZTROPINE COGENTIN BTP.5 0.5 MG 100 TABLETS 
BENZTROPINE COGENTIN BTP1A 1 MG/ML 2 CC/AMP 
BENZTROPINE COGENTIN BTP1 1 MG 100 TABLETS 
BENZTROPINE COGENTIN BTP2 2 MG 100 TABLETS 
BETHANECHOL URECHOLINE BTC5 5 MG 100 TABLETS 
BETHANECHOL URECHOLINE BTC10 10 MG 100 TABLETS 
BETHANECHOL URECHOLINE BTC25 25 MG 100 TABLETS 
BETHANECHOL URECHOLINE BTC50 50 MG 100 TABLETS 
BUPROPION WELLBUTRIN BPP75 75 MG 100 TABLET 
BUPROPION WELLBUTRIN BPP100 100 MG 100 TABLET 
BUPROPION WELLBUTRIN SR BPPSR200 200 MG 60 TABLET 
BUPROPION SR WELLBUTRIN SR BPPSR100 100 MG 60 TABLET 
BUPROPION SR WELLBUTRIN SR BPPSR150 150 MG 60 TABLET 
BUPROPION XL WELLBUTRIN XL BPP150XL 150 MG 30 TABLET 
BUPROPION XL WELLBUTRIN XL BPP300XL 300 MG 30 TABLET 
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BUSPIRONE BUSPAR BPR5 5 MG 100 TABLETS 
BUSPIRONE BUSPAR BPR10 10 MG 100 TABLETS 
BUSPIRONE BUSPAR BPR15 15 MG 60 TABLET 
BUSPIRONE BUSPAR BPR30 30 MG 60 TABLET 

CARBAMAZEPINE TEGRETOL CBP200-1 200 MG 100 TABLETS 
CHLORAL HYDRATE NOCTEC CH500L 500 MG/5ML 480 ML 
CHLORAL HYDRATE NOCTEC CH500 500 MG 100 CAPSULES 
CHLORPROMAZINE THORAZINE CPZ10 10 MG 100 TABLETS 
CHLORPROMAZINE THORAZINE CPZ251A 25 MG/ML 1 AMP 
CHLORPROMAZINE THORAZINE CPZ25 25 MG 100 TABLETS 
CHLORPROMAZINE THORAZINE CPZ50 50 MG 100 TABLETS 
CHLORPROMAZINE THORAZINE CPZ100 100 MG 100 TABLETS 
CHLORPROMAZINE THORAZINE CPZ200 200 MG 100 TABLETS 
CITALOPRAM CELEXA CTP20 20 MG 100 TABLET 
CITALOPRAM CELEXA CTP40 40 MG 100 TABLET 
CLOMIPRAMINE ANAFRANIL CPM25 25 MG 100 CAPSULE 
CLOMIPRAMINE ANAFRANIL CPM50 50 MG 100 CAPSULE 
CLOMIPRAMINE ANAFRANIL CPM75 75 MG 100 CAPSULE 
CLONIDINE CATAPRES CD1 0.1 MG 100 TABLETS 
CLONIDINE CATAPRES CD2 0.2 MG 100 TABLETS 
CLONIDINE CATAPRES CD3 0.3 MG 100 TABLETS 
CLOZAPINE CLOZARIL CZP25 25 MG 100 TABLET 
CLOZAPINE CLOZARIL CZP100 100 MG 100 TABLET 
CLOZAPINE CLOZAPINE CZP200 200 MG 100 TABLETS 
CLOZARIL CLOZARIL CZR25 25 MG 100 TABLET 
CLOZARIL CLOZARIL CZR100 100 MG 100 TABLET 
CONCERTA CONCERTA CCT18 18 MG 100 TABLET 
CONCERTA CONCERTA CCT27 27 MG 100 CAPSULE 
CONCERTA CONCERTA CCT36 36 MG 100 TABLET 
CONCERTA CONCERTA CCT54 54 MG 100 TABLET 
DESIPRAMINE NORPRAMINE DSM10 10 MG 100 TABLETS 
DESIPRAMINE NORPRAMINE DSM25 25 MG 100 TABLETS 
DESIPRAMINE NORPRAMINE DSM50 50 MG 100 TABLETS 
DESIPRAMINE NORPRAMINE DSM75 75 MG 100 TABLETS 
DESIPRAMINE NORPRAMINE DSM100 100 MG 100 TABLETS 
DEXTROAMPHETAMI DEXEDRINE DAM5T 5 MG 100 TABLET 
DIPHENHYDRAMINE BENADRYL DPM12L 12.5 MG/4 ML 480 ML 
DIPHENHYDRAMINE BENADRYL DPM50 50 MG 100 CAPSULES 
DIPHENHYDRAMINE BENADRYL DPM50A 50 MG/ML 10 ML 
DISULFIRAM ANTABUSE DSR250 250 MG 100 TABLETS 
DIVALPROEX DEPAKOTE DVP125E 125 MG 100 TABLET 
DIVALPROEX DEPAKOTE DVP250E 250 MG 100 TABLET 
DIVALPROEX DEPAKOTE DVP500E 500 MG 100 TABLET 
DIVALPROEX ER DEPAKOTE ER DVP250ER 250 MG 100 TABLET 
DIVALPROEX ER DEPAKOTE ER DVP500ER 500 MG 100 TABLET 
DOXEPIN SINEQUAN DXP10L 10 MG/ML 120 ML 

EXHIBIT 4 – A 
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DOXEPIN SINEQUAN DXP10 10 MG 100 CAPSULES 
DOXEPIN SINEQUAN DXP25 25 MG 100 CAPSULES 
DOXEPIN SINEQUAN DXP50 50 MG 100 CAPSULES 
DOXEPIN SINEQUAN DXP75 75 MG 100 CAPSULES 
DOXEPIN SINEQUAN DXP100 100 MG 100 CAPSULES 
DOXEPIN SINEQUAN DXP150 150 MG 50 CAPSULES 
DSS COLASE DSS111 100 MG 100 CAPSULES 
DSS COLASE DSS240 250 MG 100 CAPSULES 
DULOXETINE CYMBALTA DLT20 20 MG 60 CAPSULE 

DULOXETINE CYMBALTA DLT30 30 MG 30 CAPSULE 
DULOXETINE CYMBALTA DLT60 60 MG 30 CAPSULE 
ESCITALOPRAM LEXAPRO ETP10 10 MG 100 TABLET 
ESCITALOPRAM LEXAPRO ETP20 20 MG 100 TABLET 
FAZACLO FAZACLO FZC25 25 MG 100 TABLET 
FAZACLO FAZACLO FZC100 100 MG 100 TABLET 
FAZACLO FAZACLO FZC150 150 MG 100 TABLETS 
FAZACLO FAZACLO FZC200 200 MG 100 TABLETS 
FLUOXETINE PROZAC FOT10T 10 MG 100 TABLET 
FLUOXETINE PROZAC FOT10 10 MG 100 CAPSULE 
FLUOXETINE PROZAC FOT20 20 MG 100 CAPSULES 
FLUOXETINE PROZAC FOT20L 20 MG/5 ML 120 ML 
FLUOXETINE WEEK PROZAC WEEKLY FOT90 90 MG 4 CAPSULE 
FLUPHENAZINE PROLIXIN FPZ.5L 0.5 MG/ML 480 ML 
FLUPHENAZINE PROLIXIN FPZ1 1 MG 100 TABLETS 
FLUPHENAZINE PROLIXIN DEC FPZ26J 25 MG/ML DEC 5 ML VIAL 
FLUPHENAZINE PROLIXIN FPZ2.5J 2.5 MG/ML 10 ML VIAL 
FLUPHENAZINE PROLIXIN FPZ2.5 2.5 MG 100 TABLETS 
FLUPHENAZINE PROLIXIN FPZ5L 5 MG/ML 120 ML 
FLUPHENAZINE PROLIXIN FPZ5 5 MG 100 TABLETS 
FLUPHENAZINE PROLIXIN FPZ10 10 MG 100 TABLETS 
FLURAZAPAM DALMANE FAP15 15 MG 100 CAPSULES 
FLURAZAPAM DALMANE FAP30 30 MG 100 CAPSULES 
FLUVOXAMINE LUVOX FVM100 100 MG 100 TABLET 
FLUVOXAMINE CR LUVOX CR FVM100CR 100 MG 30 CAPSULES 
FLUVOXAMINE CR LUVOX CR FVM150CR 150 MG 30 CAPSULES 
GUANFACINE TENEX GFC1 1 MG 100 TABLET 
GUANFACINE TENEX GFC2 2 MG 100 TABLET 
HALOPERIDOL HALDOL HLD.5 0.5 MG 100 TABLETS 
HALOPERIDOL HALDOL DEC HLD105J 100MG/ML 5 ML 
HALOPERIDOL HALDOL DEC HLD100J 100 MG/ML 5 ML 
HALOPERIDOL HALDOL HLD1 1 MG 100 TABLETS 
HALOPERIDOL HALDOL HLD21L 2 MG/ML 15 ML 
HALOPERIDOL HALDOL HLD2L 2 MG/ML 120 ML 
HALOPERIDOL HALDOL HLD2 2 MG 100 TABLETS 
HALOPERIDOL HALDOL HLD5 5 MG 100 TABLETS 
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HALOPERIDOL HALDOL HLD5J 5 MG/ML 10 ML 
HALOPERIDOL HALDOL HLD10 10 MG 100 TABLETS 
HALOPERIDOL HALDOL DEC HLD50J 50 MG/ML 5 ML 
HYDROXYZINE ATARAX HDY10 10 MG 100 TABLETS 
HYDROXYZINE ATARAX HDY10L 10 MG/5ML 480 ML 
HYDROXYZINE ATARAX HDY25 25 MG 100 TABLETS 
HYDROXYZINE ATARAX HDY50 50 MG 100 TABLETS 
HYDROXYZINE PAM VISTARIL HDY251 25 MG 100 CAPSULES 
HYDROXYZINE PAM VISTARIL HDY501 50 MG 100 CAPSULES 
ILOPERIDONE FANAPT ILD1 1 MG 60 TABLETS 
ILOPERIDONE FANAPT ILD2 2 MG 60 TABLETS 
ILOPERIDONE FANAPT ILD4 4 MG 60 TABLETS 
ILOPERIDONE FANAPT TPAK ILDTP 6 MG 8 TABLETS 
ILOPERIDONE FANAPT ILD6 6 MG 60 TABLETS 
ILOPERIDONE FANAPT ILD8 8 MG 60 TABLETS 

ILOPERIDONE FANAPT ILD10 10 MG 60 TABLETS 
ILOPERIDONE FANAPT ILD12 12 MG 60 TABLETS 
IMIPRAMINE TOFRANIL IMM10 10 MG 100 TABLETS 
IMIPRAMINE TOFRANIL IMM25 25 MG 100 TABLETS 
IMIPRAMINE TOFRANIL IMM50 50 MG 100 TABLETS 
L-DEXAMFETAMINE VYVANSE LDM20 20 MG 100 CAPSULE 
L-DEXAMFETAMINE VYVANSE LDM30 30 MG 100 CAPSULES 
L-DEXAMFETAMINE VYVANSE LDM40 40 MG 100 CAPSULES 
L-DEXAMFETAMINE VYVANSE LDM50 50 MG 100 CAPSULES 
L-DEXAMFETAMINE VYVANSE LDM60 60 MG 100 CAPSULES 
L-DEXAMFETAMINE VYVANSE LDM70 70 MG 100 CAPSULES 
LAMOTRIGINE LAMICTAL LTG25 25 MG 100 TABLET 
LAMOTRIGINE LAMICTAL LTG100 100 MG 100 TABLET 
LAMOTRIGINE LAMICTAL LTG150 150 MG 60 TABLET 
LAMOTRIGINE LAMICTAL LTG200 200 MG 60 TABLET 
LEVOTHYROXINE SYNTHROID LVI0.025 0.025 MG 100 TABLET 
LEVOTHYROXINE SYNTHROID LVI0.05 0.05 MG 100 TABLET 
LEVOTHYROXINE SYNTHROID LVI0.075 0.075 MG 100 TABLET 
LEVOTHYROXINE SYNTHROID LVI0.1 0.1 MG 100 TABLET 
LEVOTHYROXINE SYNTHROID LVI0.125 0.125 MG 100 TABLET 
LEVOTHYROXINE SYNTHROID LVI0.15 0.15 MG 100 TABLET 
LEVOTHYROXINE SYNTHROID LVI0.2 0.2 MG 100 TABLET 
LEVOTHYROXINE SYNTHROID LVI0.3 0.3 MG 100 TABLET 
LITHIUM ESKALITH LTC301 300 MG 100 CAPSULES 
LITHIUM LITHIUM LTC300T 300MG 100 TABLET 
LITHIUM CITRATE CIBALITH-S LTC300L 300 MG/5 ML 480 ML 
LITHOBID LITHOBID LTC300C 300 MG 100 TABLETS 
LORAZEPAM ATIVAN LAP.5 0.5 MG 100 TABLETS 
LORAZEPAM ATIVAN LAP1 1 MG 100 TABLETS 
LORAZEPAM ATIVAN LAP2 2 MG 100 TABLETS 
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LOXAPINE LOXITANE LOX5 5 MG 100 CAPSULES 
LOXAPINE LOXITANE LOX10 10 MG 100 CAPSULES 
LOXAPINE LOXITANE LOX25 25 MG 100 CAPSULES 
LOXAPINE LOXITANE LOX50 50 MG 100 CAPSULES 
LURASIDONE LATUDA LAD40 40 MG 30 TABLETS 
LURASIDONE LATUDA LAD80 80 MG 30 TABLETS 
MESORIDAZINE SERENTIL MSZ10 10 MG 100 CAPSULES 
MESORIDAZINE SERENTIL MSZ25L 25 MG/ML 120 ML 
MESORIDAZINE SERENTIL MSZ25A 25 MG/ML 1 AMP 
MESORIDAZINE SERENTIL MSZ25 25 MG 100 CAPSULES 
MESORIDAZINE SERENTIL MSZ50 50 MG 100 CAPSULES 
MESORIDAZINE SERENTIL MSZ100 100 MG 100 CAPSULES 
METHYLPHENIDATE RITALIN MTD5 5 MG 100 TABLETS 
METHYLPHENIDATE RITALIN MTD10 10 MG 100 TABLETS 
METHYLPHENIDATE RITALIN MTD20 20 MG 100 TABLETS 
METOPROLOL LOPRESSOR MTL50 50 MG 100 TABLET 
METOPROLOL LOPRESSOR MTL100 100 MG 100 TABLET 
MIRTAZAPINE REMERON MTP15 15 MG 30 TABLET 
MIRTAZAPINE REMERON MTP30 30 MG 30 TABLET 
MIRTAZAPINE REMERON MTP45 45 MG 30 TABLET 
MIRTAZAPINE SOL REMERON SOLTAB MTP15-1 15 MG 30 TABLET 

MIRTAZAPINE SOL REMERON SOLTAB MTP30-1 30 MG 30 TABLET 
MIRTAZAPINE SOL REMERON SOLTAB MTP45-1 45 MG 30 TABLET 
NALTREXONE REVIA NTO50 50 MG 30 TABLET 
NEFAZODONE SERZONE NFD50 50 MG 60 TABLET 
NEFAZODONE SERZONE NFD100 100 MG 60 TABLET 
NEFAZODONE SERZONE NFD150 150 MG 60 TABLET 
NEFAZODONE SERZONE NFD200 200 MG 60 TABLET 
NEFAZODONE SERZONE NFD250 250 MG 60 TABLET 
NORTRIPTYLINE PAMELOR NTL10L 10 MG/5ML 480 ML 
NORTRIPTYLINE PAMELOR NTL10 10 MG 100 CAPSULES 
NORTRIPTYLINE PAMELOR NTL25 25 MG 100 CAPSULES 
NORTRIPTYLINE PAMELOR NTL50 50 MG 100 CAPSULES 
NORTRIPTYLINE PAMELOR NTL75 75 MG 100 CAPSULES 
OLANZAPINE ZYPREXA OLP2.5 2.5 MG 60 TABLET 
OLANZAPINE ZYPREXA OLP5 5 MG 60 TABLET 
OLANZAPINE ZYPREXA OLP7.5 7.5 MG 60 TABLET 
OLANZAPINE ZYPREXA OLP10 10 MG 60 TABLET 
OLANZAPINE ZYPREXA OLP15 15 MG 60 TABLET 
OLANZAPINE ZYPREXA OLP20 20 MG 60 TABLET 
OLANZAPINE ZYDI ZYPREXA ZYDIS OLP5Z 5 MG 30 TABLET 
OLANZAPINE ZYDI ZYPREXA ZYDIS OLP10Z 10 MG 30 TABLET 
OLANZAPINE ZYDI ZYPREXA ZYDIS OLP15Z 15 MG 30 TABLET 
OLANZAPINE ZYDI ZYPREXA ZYDIS OLP20Z 20 MG 30 TABLET 
OXCARBAZEPINE TRILEPTAL OBP150 150 MG 100 TABLET 
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OXCARBAZEPINE TRILEPTAL OBP300 300 MG 100 TABLET 
OXCARBAZEPINE TRILEPTAL OBP600 600 MG 100 TABLET 
PAROXETINE PAXIL PXT10 10 MG 30 TABLET 
PAROXETINE PAXIL CR PXT12.5CR 12.5 MG 30 TABLET 
PAROXETINE PAXIL PXT20 20 MG 100 TABLET 
PAROXETINE PAXIL CR PXT25CR 25 MG 30 TABLET 
PAROXETINE PAXIL PXT30 30 MG 30 TABLET 
PAROXETINE PAXIL CR PXT37.5CR 37.5 MG 30 TABLET 
PAROXETINE PAXIL PXT40 40 MG 30 TABLET 
PERPHEN/AMITRIP TRIAVIL TAV225 2-25 MG 100 TABLETS 
PERPHEN/AMITRIP TRIAVIL TAV210 2-10 MG 100 TABLETS 
PERPHEN/AMITRIP TRIAVIL TAV410 4-10 MG 100 TABLETS 
PERPHEN/AMITRIP TRIAVIL TAV425 4-25 MG 100 TABLETS 
PERPHENAZINE TRILAFON PRZ2 2 MG 100 TABLETS 
PERPHENAZINE TRILAFON PRZ4 4 MG 100 TABLETS 
PERPHENAZINE TRILAFON PRZ8 8 MG 100 TABLETS 
PERPHENAZINE TRILAFON PRZ16 16 MG 100 TABLETS 
PHENOBARBITAL PHENOBARBITAL PB30 30 MG 100 TABLETS 
PHENOBARBITAL PHENOBARBITAL PB60 60 MG 100 TABLETS 
PHENYTOIN DILANTIN DPD50 50 MG 100 TABLETS 
PHENYTOIN LA DILANTIN DPD100 100 MG 100 CAPSULES 
PROPRANOLOL INDERAL PPO10 10 MG 100 TABLETS 
PROPRANOLOL INDERAL PPO20 20 MG 100 TABLETS 
PROPRANOLOL INDERAL PPO40 40 MG 100 TABLETS 
PROPRANOLOL INDERAL PPO80 80 MG 100 TABLETS 
PROTRIPTYLINE VIVACTIL PTL5 5 MG 100 TABLETS 
PROTRIPTYLINE VIVACTIL PTL10 10 MG 100 TABLETS 
VENLAFAXINE ER VENLAFAXINE ER VNX375ER 37.5 MG 90 TABLETS 
VENLAFAXINE ER VENLAFAXINE ER VNX75ER 75 MG 90 TABLETS 
VENLAFAXINE ER VENLAFAXINE ER VNX150ER 150 MG 90 TABLETS 
VENLAFAXINE ER VENLAFAXINE ER VNX225ER 225 MG 90 TABLETS 
VENLAFAXINE XR EFFEXOR XR VNX37.5 37.5 MG 100 CAPSULE 
VENLAFAXINE XR EFFEXOR XR VNX375XR 37.5 MG 100 CAPSULE 
VENLAFAXINE XR EFFEXOR XR VNX75XR 75 MG 100 CAPSULE 
VENLAFAXINE XR EFFEXOR XR VNX150XR 150 MG 100 CAPSULE 
ZIPRASIDONE GEODON ZPD20 20 MG 60 CAPSULE 
ZIPRASIDONE GEODON ZPD40 40 MG 60 CAPSULE 
ZIPRASIDONE GEODON ZPD60 60 MG 60 CAPSULE 
ZIPRASIDONE GEODON ZPD80 80 MG 60 CAPSULE 
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Rationale (For any medication listed above, include additional information related to request.) 
(For any medication not listed above, describe complete clinical rationale for request and attach additional documentation if necessary) 

 
Prescriber/Furnisher Information (I hereby state that all of the indicated conditions pertain and the documented reasons for these conditions are accurate.)  

Los Angeles County Department of Mental 
Health Office of the Medical Director 
Pharmacy Services Fax to Pharmacy Services: (213) 637-2550 
550 South Vermont Avenue 
Los Angeles, CA 90020 Medication Treatment Authorization Request (M-TAR)  
Phone: (213) 738-4725 

Client  
Information 

Name: MIS #: Date of Birth: Gender: Date Requested: 

Requested Medication and Strength: Initial 
Continue

Primary Diagnosis/Relevant Medical Condition(s)/Substance Use Disorder(s) 

 
 

 
 
 

*Designees must include name of Supervising Psychiatrist and Designee name and signature. No Supervising Psychiatrist signature is required if the site is a DMH Contractor (i.e. not directly-operated). **Duration can be approved for up to 6 months. The exception is Zolpidem (and other off-formulary insomnia 
medications) for which the maximum is 30 days.This confidential information is provided to you in accord with State Federal laws and regulations including but not limited to applicable Welfare and Institutions code, Civil Code and HIPAA Privacy Standards. Duplication of this information for further disclosure is 
prohibited without prior written authorization of the client/authorized representative to whom it pertains unless otherwise permitted by law. Destruction of this information is required after the stated purpose of the original request is fulfilled. This facsimile and any attached documents are confidential and are 
intended for the use of individual or entity to which it is addressed. If you received this in error, please notify us by telephone immediately at (213) 738-4725. 

Medication-Specific Criteria (Note: Check boxes under specific medication to attest that all criteria is met for that medication)
Psychostimulants Anticraving medications (Acamprosate, Naltrexone ER, Branded Antipsychotic Polypharmacy (Please note 

Client is over the age of 16 and has been 
prescribed psychostimulants by a DMH 
prescriber (directly-operated or contracted 
site) continuously for at least one year prior 
to the request. 

Varenicline, Buprenorphine) current and past medications in Rationale Section)

Client has substance use disorder with significant 
impairment. 
Client is receiving ongoing substance abuse counseling. 
Clinical record documents evidence of effectiveness 
after 3 months use. 

Client/Medication not eligible for Indigent 
Medications Program. 

Monotherapy or alternative polypharmacy (use of 
more than 1 branded antipsychotic) would cause 
significant adverse effects and/or poor outcomes. 

Client had an unfavorable response to the current 
medication that requires an immediate switch. 

Please indicate one:

Zolpidem (and other off-formulary insomnia medications) Gabapentin

Client is not currently prescribed or receiving 
benzodiazepine. 
Client does not have current substance 
use diagnosis. 
If client is currently using requested medication, 
length of time from first prescription is less than 
six months. 

Prescriber has indicated in clinical record awareness 
that there is currently no FDA indication for gabapentin 
for a mental health disorder. 
Prescriber has documented in the clinical record an 
explanation of the clinical decision-making and awareness 
of practice outside of DMH parameters. 

Switch 
Ongoing Polypharmacy 
Transfer of Care (e.g. hospital discharge) 

Name: Signature: Supervising Psychiatrist name* Siganture 

DMH Clinic Name: Phone #: Fax (Required):  

DMH Action  
(For DMH Pharmacy  
Services Use Only) 

Reviewing Pharmacist Name: Reviewing Pharmacist Signature: Date: 

Accept  
Deny 

Reason: 

Duration (in months):** Drug Code: 

________________________________________________________________________________________________________________________
________________________________________________________________________________________________________________________ 
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APPENDIX C – SOW EXHIBITS 
EXHIBIT 6 

 
LACDMH’S LIST OF REQUIRED HARD EDITS 

 
PBM shall create a “Hard Edit” for each drug that will prevent the drug from being dispensed as part of 
LACDMH’s prior authorization protocols (M-TAR, Exhibit 5).  LACDMH shall have the ability to approve (or 
deny) dispensing of the requested drug.  LACDMH shall have the ability to record electronically on the DMH 
Portal the following information in connection with LACDMH’s decisions: 
 
Hard edits includes the following: 

 
Psychostimulants: Covered Client is over the age of sixteen (16) and has been prescribed psycho-
stimulants by a DMH prescriber (directly-operated or contracted site) continuously for at least one year 
prior to the request. 

 
Zolpidem (and other off-formulary insomnia medications): Covered Client is not currently prescribed 
or receiving benzodiazepine.  Covered Client does not have current substance use diagnosis.  If Covered 
Client is currently using requested medication, length of time from first prescription is less than six (6) 
months. 

 
Anticraving medications (Acamprosate, Naltrexone ER, Varenicline, Buprenorphine): Covered Client 
has substance use disorder with significant impairment. Covered Client is receiving ongoing substance 
abuse counseling.  Clinical record documents evidence of effectiveness after three (3) months use. 

 
Gabapentin: Prescriber has indicated in clinical record awareness that there is currently no FDA 
indication for gabapentin for a mental health disorder.  Prescriber has documented in the clinical record an 
explanation of the clinical decision-making and awareness of practice outside of DMH parameters. 

 
Branded Antipsychotic Polypharmacy (Please note current and past medications in Rationale 
Section):  Covered Client/Medication not eligible for Indigent Medications Program.  Monotherapy or 
alternative polypharmacy (use of more than 1 branded antipsychotic) would cause significant adverse 
effects and/or poor outcomes.  Covered Client had an unfavorable response to the current medication that 
requires an immediate switch. 

 
Please indicate one: 

 Switch 
 Ongoing Polypharmacy  
 Transfer of Care (e.g. hospital discharge) 
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APPENDIX C – SOW EXHIBITS 
EXHIBIT 7 

 
LACDMH’S LIST OF IDENTIFIED FUND-ONE DRUGS 

 
 
As of January 2014, DMH has identified the following drugs as drugs that are included in the Fund One 
Program: 
 
 

1. Aripiprazole (Abilify – Bristol Myers Squibb) 
2. Asenapine (Saphris – Merck) 
3. Iloperidone (Fanapt – Novartis) 
4. Olanzappine (Zyprexa – Lilly) 
5. Ziprasidone (Geodon – Pfizer) 
6. Lurasidone (Latuda – Sunovion) 

 
LACDMH is entitled to alter the list of Fund One Program Drugs at any time during the Contract period by 
adding to, or eliminating certain drugs or drug products.  Contractor will be obligated to implement all such 
changes within seven (7) days of the Contractor’s receipt of written notice from LACDMH.
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APPENDIX C – SOW EXHIBITS 
EXHIBIT 8 

 
LACDMH’S LIST OF ELIGIBLE IMP DRUGS 

 
 
As of January 2014, LACDMH has arranged through certain pharmaceutical foundations and 
manufacturers to provide following drugs at no cost to Covered Clients or LACDMH to any Covered Client 
who has been approved by the relevant foundation or manufacturer to receive the following drugs: 
 
 
1. Aripiprazole (Abilify) 
2. Asenapine (Saphris – Merck) 
3. Iloperidone (Fanapt – Novartis) 
4. Olanzapine (Zyprexa – Lilly) 
5. Ziprasidone (Geodon – Pfizer) 
6. Olanzapine (Zydis – Lilly) 
7. Lurasidone (Latuda – Sunovion) 
8. Duloxetine (Cymbalta – Lilly) 
 
LACDMH is entitled to alter the list of IMP Drugs at any time during the Contract period by adding to, or 
eliminating certain drugs or drug products.  Contractor will be obligated to adjust its implementation of the 
IMP within seven (7) days of the Contractor’s receipt of written notice from LACDMH requesting any IMP 
eligible drug changes. 
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APPENDIX C – SOW EXHIBITS 
EXHIBIT 9 

 
 

CLAIMS DATA UTILIZATION FIELDS TO BE PROVIDED BY CONTRACTOR 
 
 
Invoices shall conform to the instructions specified in Section 2.14 (Invoicing) of Appendix B SOW.   
 

• Mail/retail/specialty indicator 
• Brand Drug/Generic Drug indicator (applying the definitions for each identified in this 

Contract)  
• Ingredient Cost paid to Participating Pharmacy  
• Dispensing Fee paid to Participating Pharmacy  
• Copayment (or Coinsurance) and deductible collected by  Participating Pharmacy 

(which must be the same as the Copayment/Coinsurance payment by Covered Client), 
if any 

• Sales and/or use tax paid to Participating Pharmacy (which must be the same as the 
sales and/or use tax charged to Covered Client) 

• Net amount paid to Participating Pharmacy 
• Gross invoice charge to MMO by Contractor 
• Average Wholesale Price 
• Report Group Class Code 
• Report Group Sequence Number 
• Covered Client ID 
• Covered Client Last Name 
• Covered Client First Name 
• Covered Client Middle Initial 
• Covered Client Primary Group 
• Covered Client Secondary Group 
• Covered Client DOB 
• Covered Client Age 
• Covered Client Sex 
• Covered Client Zip Code 
• Participating Pharmacy ID 
• Participating Pharmacy Name 
• Participating Pharmacy Street Address 
• Participating Pharmacy City 
• Participating Pharmacy State 
• Participating Pharmacy Zip 
• Participating Pharmacy Region 
• Prescription Number 
• Prescription Fill Date 
• New / Refill Indicator 
• DAW Flag 
• MAC Flag 
• Days Supply 
• Metric Decimal Units
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APPENDIX C – SOW EXHIBITS 
EXHIBIT 9 

 
CLAIMS DATA UTILIZATION FIELDS TO BE PROVIDED BY CONTRACTOR 

 
• Ingredient Cost billed to Covered Client 
• Dispensing Fee billed to Covered Client 
• Professional Fee 
• Sales Tax billed to Covered Client 
• Gross Due Amt 
• Covered Client Copayment, Coinsurance, or Deductible Amount 
• Covered Client DAW Penalty Difference 
• Covered Client DAW Penalty Amt 
• Covered Client Excess Clms Limit Amt 
• Excess Max Allow Benefit Amt 
• Drug Formulary Penalty Amt 
• Participating Pharmacy Network Penalty Amt 
• Prescriber Network Penalty Amt 
• Total Covered Client Pay Amt 
• Participating Pharmacy DAW Penalty Difference 
• Participating Pharmacy Excess Claim Limit Amt 
• Total Participating Pharmacy Pay Amt 
• Covered Client Due Amt 
• Claims Usual & Customary Amt 
• Excess Out of Pocket Amt 
• Covered Client DAW Penalty Difference 
• Covered Client Excess Clm Limit Amt 
• Applied to Out of Pocket Amt 
• Applied to Max Allow Benefit Amt 
• Adjudicated price X Dispensed quantity before discount 
• Postage Flag 
• National Drug Code 
• Drug Name 
• Drug Strength 
• NDC Therapeutic Code 
• Medispan GPI Code 
• NDC Brand / Generic Code 
• NDC Controlled Drug Code 
• NDC Dispensing Package Size 
• NDC Status 
• Batch Number 
• Benefit Request Number 
• Benefit Request Line Item 
• Processing Cutoff Date 
• Processing Month 
• Type of Claims 
• Therapeutic Formulary Flag 
• Primary Care Physician ID 
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APPENDIX C – SOW EXHIBITS 
EXHIBIT 9 

 
CLAIMS DATA UTILIZATION FIELDS TO BE PROVIDED BY CONTRACTOR 

 
• Primary Care Physician Last Name 
• Primary Care Physician First Name 
• Primary Care Physician Middle Initial 
• Primary Care Physician Group 
• Prescribing Physician ID 
• Prescribing Physician Last Name 
• Prescribing Physician First Name 
• Prescribing Physician Middle Initial 
• Deductible Flag 
• Post Funding Reversal Flag 
• FDB Generic Therapeutic class 
• Compound Drug Indicator 
• Copay Indicator 
• Multi Source Brand Indicator 
• Billing Report Code 
• Common Treatment of 
• Therapeutic Class 
• Invoice/Billing Date 
• Fill Date 
• COB Indicator 
• Covered Client Submitted Claim Indicator 
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EXHIBIT 10 

APPENDIX C, SOW EXHIBITS 
PHARMACY MANAGEMENT SERVICES RFP 

PERFORMANCE REQUIREMENTS SUMMARY (PRS) CHART 
Indicate Deductions/Fees to be assessed for each Specific Performance Reference when that service requirement 
is not met. 
 
SPECIFIC PERFORMANCE 

REFERENCE 
SERVICE MONITORING METHOD DEDUCTIONS/FEES 

TO BE ASSESSED 
Contract Administration 

Contract:  Paragraph 7.0 - Administration 
of Contract-Contractor 

Contractor shall notify the LACDMH in 
writing, within 48 hours, of any change in 
name or address of the Project Manager 
 
Measurement Period: Annually 

Inspection & Observation $50 per occurrence 

Contract:  Sub-paragraph 8.38 - Record 
Retention & Inspection/Audit Settlement 

Contractor to maintain all required 
documents as specified in Sub-paragraph 
8.38 
 
Measurement Period: Annually 

Inspection of files $50 per occurrence 
 

Contract:  Sub-paragraph 8.40 - 
Subcontracting 

Contractor shall obtain LACDMH’s written 
approval prior to subcontracting any work. 
 
Measurement Period: Annually 

Inspection & Observation $100 per occurrence; possible 
termination for default of contract 

SOW:  Sub-paragraph 4.1 - Monthly 
Meetings  

Contractor’s representative to attend 
monthly meeting. 
 
Measurement Period: Monthly 

Attendance $50 per occurrence 
 
 

Contract: Sub-paragraph 8.40- 
Subcontracting 

Contractor shall notify the LACDMH in 
writing of any material changes to the 
Participating Pharmacy Network.  Material 

Inspection & Observation $50 per occurrence 
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changes are those changes that impact 
10% of Covered Clients in any LACDMH 
Service Area. 
 
Measurement Period: Quarterly 

Implementation 
SOW: Sub-paragraph 3.12 – 
Implementation Timeline and 
Team 

Contractor shall assign and introduce an 
implementation team who will be 
responsible for the accurate installation of 
all administrative, clinical and financial 
parameters for LACDMH, within 24 hours 
of contract execution. 

Inspection & Observation $___ per day (24 hours) beyond 
the deadline. 
 
 
 

SOW: Sub-paragraph 3.12 – 
Implementation Timeline and 
Team 

Contractor shall implement full PBM 
services with no system errors, ID card 
delays, and LACDMH shall have online 
access to DMH portal within 120 days of 
contract execution.   

Inspection & Observation  $___ per day (24 hours) beyond 
the deadline. 
 
 

Customer Service Center 
SOW: Sub-paragraph 2.12 - 
Customer Service Center 

95% of calls to client-specific toll free 
line(s) shall be answered within 60 
seconds. 
 
Measurement Period: Quarterly  

Inspection & Observation  $___ per call not answered within 
the required timeframe,  

SOW: Sub-paragraph 2.12 - 
Customer Service Center 

98% of DMH staff calls shall be answered 
within 40 seconds with an abandonment 
rate of 3% or less. 
 
Measurement Period: Quarterly  

Inspection & Observation $___ based on an annual average 
greater than 3%. 

SOW: Sub-paragraph 2.12 - 
Customer Service Center 

Contractor will resolve 90% of all 
telephone issues at the first point of 
contact. 
 
Measurement Period: Quarterly  

Inspection & Observation $___ based on an annual average 
greater than 1%. 

SOW: Sub-paragraph 2.12 - 
Customer Service Center 

Two percent (2%) or less of calls to PBM’s 
toll-free customer service center will be 

Inspection & Observation $___ based on an annual average 
greater than 2%. 
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blocked.   
 
Blocked means those calls in which a 
Covered Client receives a busy signal and 
not a response system or live person.   
 
Measurement Period: Annually 

System Configuration, Testing & Implementation 
SOW: Sub-paragraph 2.10 - DMH 
Portal 

Contractor shall ensure that LACDMH and 
Participating Pharmacies have access to 
its systems via the DMH Portal at least 
99.5%, twenty-four (24) hours a day, 
seven (7) days a week, 365 days a year. 
*Exception for periods of scheduled 
maintenance. 
 
Measurement Period: Annually 

Inspection & Observation  $___ based on an annual average 
greater than .5%. 

SOW: Sub-paragraph 2.1 – 
Verification of Payor Status 

Contractor shall load Covered Client 
usable eligibility data files within twenty-
four (24) hours of receipt from DMH. 
 
Usable eligibility files are defined as 
accurate, complete, readable data 
provided by LACDMH to PBM in a file 
format that is direct send or in another 
mutually agreed upon format.   
 
Measurement Period: Annually 

Inspection & Observation $___ per day (24 hours) beyond 
the deadline. 

SOW: Sub-paragraph 2.1 – 
Verification of Payor Status 

Eligibility data file error reporting on all 
eligibility file updates shall be provided to 
the LACDMH within 24 business hours of 
receipt of electronic data, or within five (5) 
business days of its receipt of written 
information. 
 

Inspection & Observation $___ per day (24 hours) beyond 
the deadline.  
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Measurement Period: Annually 
SOW: Sub-paragraph 2.1 – 
Verification of Payor Status 

Ninety-nine (99%) or greater of usable 
eligibility files will be accurately loaded, 
without error. 
 
Measurement Period: Annually 

Inspection & Observation $___ based on an annual average 
greater than 1%. 

Communication & Reports 
SOW: Sub-paragraph 2.12- 
Customer Service Center 

Ninety five percent (95%) or greater of 
identification cards and Covered Client 
introduction materials shall be produced 
and released for distribution to new 
Covered Clients within five (5) business 
days or less of PBM’s receipt of a usable 
eligibility file (for monthly changes) 
 
Produced and released time shall be 
calculated by subtracting the date PBM 
receives a usable eligibility file from 
LACDMH from the date when the 
identification card and Covered Client 
materials are mailed to the Plan or new 
Covered Client. 
 
Measurement Period: Annually 

Inspection & Observation $___ based on an annual average 
greater than 5%. 

SOW: Sub-paragraph 2.7-
Prescriber Education 

100% of all prescriber communications will 
be approved by LACDMH (exceptions for 
drug recalls and urgent client safety 
communications). 
 
Measurement Period: Annually 

Inspection & Observation $___ per erroneous document 
 
 
 
 
 

SOW: Sub-paragraph 2.9 -
Reports 

All quarterly reports must be prepared and 
delivered to the LACDMH within 15 days 
from the close of each quarter and all 
annual reports must be prepared and 
delivered within 30 days from the close of 

Inspection & Observation 
 
 
 
 

$___ per day (24 hours) beyond 
the deadline. 
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each year. 
 
Measurement Period; Annually 

SOW: Sub-paragraph 2.9 -
Reports 

Ninety-nine and five-tenths percent 
(99.5%) of the standard management 
reporting packages will accurately reflect 
the data contained in the PBM claims 
system.   
 
Measurement Period: Annually 

Inspection & Observation $___ based on an annual average 
greater than .5%. 

Audits & Complaints 
SOW: Sub-paragraph 2.11 –
Participating Pharmacy Audits 

PBM must audit, annually, 25% of 
participating pharmacies utilized by DMH 
clients.   
 
Measurement Period: Annually  

Inspection & Observation $___ based on an annual average 
less than 25%. 

Claims 
SOW: Sub-paragraph 2.2 – 
Claims Adjudication 

Ninety-five (95%) or greater of paper 
claims not requiring additional review will 
be released for reimbursement or 
responded to within an average of seven 
(7) business days from receipt. 
 
Measurement Period: Annually 

Inspection & Observation $___ based on an annual average 
greater than 5%. 

SOW: Sub-paragraph 2.2 – 
Claims Adjudication 

Paper claims requiring additional review 
will be released for reimbursement or 
responded to within an average of ten (10) 
business days from receipt.   
 
 
Measurement Period: Annually 

Inspection & Observation 
 
 
 
 
 
 
 

$___ per day (24 hours) beyond 
the deadline. 

SOW: Sub-paragraph 2.2 – 
Claims Adjudication 

Ninety-nine and nine tenths percent 
(99.9%) or greater of claims from 
Participating Pharmacies (based on total 

Inspection & Observation $___ based on an annual average 
greater than .1%. 
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number of claims) will be processed and 
paid accurately based on the applicable 
pricing and Plan Design Profile. 
 
Measurement Period: Annually 

Participating Pharmacy Network 
SOW: Sub-paragraph 2.4 –
Participating Pharmacy Network 
Management 

One hundred percent (100%) of retail 
Participating Pharmacies will include the 
“lower of” Usual and Customary (U & C) 
pricing component in their respective 
contracted reimbursement arrangements 
with PBM.   
 
Measurement Period: Annually 

Inspection & Observation $___ based on an annual average 
greater than .1%. 
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APPENDIX C – SOW EXHIBITS 
EXHIBIT 11 

 
LACDMH AUDIT MANDATE 

 
 

 
1.1 The following individuals and/or entities may conduct audits related to this Contract, based 

on the following general guidelines: 
 

1.1.1 LACDMH (or any agents of LACDMH satisfying the requirements of Sections 
1.2.1 and 1.2.2 below), may inspect and audit, or cause to be inspected and 
audited, the books and records of Contractor concerning all Contractor Services 
provided under this Contract. 

 
1.1.2 The parties acknowledge that representatives of a regulatory or accreditation 

agency may also inspect and audit Contractor’s and LACDMH books and records. 
 

1.1.3 LACDMH and Contractor shall fully cooperate with representatives of each other, 
with independent accountants and consultants retained by LACDMH, and with 
representatives of any regulatory or accreditation agency, to conduct any 
inspection or audit. 

 
1.1.4 All audits conducted by LACDMH (or any agents of LACDMH satisfying the 

requirements of Sections 1.2.1 and 1.2.2 below) shall be made during normal 
business hours.  All audits shall be conducted without undue interference to the 
audited Party’s business activity, and in accordance with reasonable audit 
practices. 

 
1.1.5 LACDMH (or its auditors) shall be entitled to commence an audit within thirty (30) 

days after LACDMH has provided written notice to Contractor of its intention to 
conduct an audit.   Contractor shall be obligated to provide all electronic data 
identified in Section 1.3 of this Exhibit 11 to LACDMH (or its auditor) within thirty 
(30) days of Contractor’s receipt of said notice.  Contractor shall be obligated to 
provide all other documents and data identified in Section 1.3 of this Exhibit 11 no 
later than thirty (30) days after Contractor’s receipt of said notice. 

 
1.1.6 In the event any questions are raised, or any additional requests for information or 

documents or data are requested, by LACDMH (or its auditor) during any audit, 
Contractor shall be obligated to respond to all such questions, and produce all 
additional information, documents and/or data within seven (7) business days of 
receipt of such questions or requests.  If Contractor cannot respond in said time 
period, Contractor shall provide a written statement as to when Contractor will 
respond, but in any event, Contractor’s response must be no later than twenty 
(20) business days after receiving LACDMH’s (or its auditor’s) written request. 

 
1.1.7 In the event that an audit concludes that Contractor has violated its obligations or 

the terms of this Contract, and Contractor disputes said audit findings, Contractor 
must set forth the basis for its dispute, with all supporting documentation, within 
twenty (20) business days of Contractor’s receipt of the disputed audit findings.  
Contractor shall provide sufficient documentation to permit adequate review of the 
disputed issues, and shall have the burden of demonstrating that LACDMH’s (or 
its auditor’s) conclusions are incorrect.  To the extent Contractor fails to provide 
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documentation substantiating any part of its position, or fails to meet its burden of 
proof, Contractor shall waive its right to further dispute that matter.  After receiving 
Contractor’s documentation, LACDMH (or its auditor) shall review said 
documentation and advise Contractor whether LACDMH has changed its audit 
findings or conclusions. 

 
1.1.8 In the event that Contractor disputes LACDMH’s (or its auditor’s) audit findings, 

and Contractor’s basis for dispute is that LACDMH required or authorized certain 
activity, procedures, mechanisms or calculations to occur that are the subject of 
the dispute, Contractor shall have the burden of providing documentary evidence 
demonstrating its allegations. If Contractor is unable to provide such evidence, 
Contractor shall waive its right to assert such allegations. 

 
1.2 The following terms shall control LACDMH’s audits of Contractor: 
 

1.2.1 LACDMH shall have the unfettered right to select its own auditor.  However, 
LACDMH auditor shall not be an individual or entity that is:  a competitor of 
Contractor, a Pharmaceutical Manufacturer representative, or any retail, mail or 
specialty drug Participating Pharmacy representative or vendor. 

 
1.2.2 Prior to commencing its audit, LACDMH auditor shall execute a Confidentiality 

Contract.  Contractor may not substitute its own form of Confidentiality Contract .   
Contractor shall be obligated to deliver to LACDMH a copy of any Confidentiality 
Contract or other document that Contractor requires LACDMH auditor to sign.  
Prior to commencing its audit, LACDMH shall also execute a Confidentiality 
Contract, to ensure that to the extent permitted by law all information disclosed by 
the auditor to LACDMH shall remain confidential and protected from disclosure by 
LACDMH to third parties. 

 
1.2.3 In the event that any audit concludes that Contractor has violated the terms of this 

Contract, and the amount Contractor owes for said violation(s) is one hundred 
thousand dollars ($100,000) or more, Contractor shall be required to pay for the 
audit costs incurred by LACDMH, at an auditor’s rate of no more than one 
hundred seventy-five dollars ($175) per hour, and with audit costs for each annual 
audit not to exceed one hundred thousand dollars ($100,000). 

 
1.3 The following terms shall control the substantive areas that LACDMH may audit, how 

often those areas may be audited, the access to information that LACDMH and its 
auditors must be provided during each audit, and the location where such access must be 
provided: 

 
1.3.1 Contractor will produce, and LACDMH and its auditor shall have access to, all 

documents and data needed to audit Contractor’s implementation and 
satisfaction of this Contract, including but not limited to the following: 

 
1.3.1.1 At any time after the end of the first month this Contract is in effect, 

LACDMH (or its auditor) shall be entitled to conduct an audit to ensure 
that Contractor has set-up its computer and other systems accurately 
so as to conform to the requirements of this Contract and any 
LACDMH supplementary written protocols. 

 
1.3.1.2 On a quarterly and/or annual basis, Contractor shall provide to 

LACDMH (or its auditor) an electronic data file reflecting all Claims 
transactions for LACDMH during the audit period specified by 
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LACDMH.  Said electronic file shall include (i) Contractor’s invoiced 
costs to LACDMH for each retail drug, and (ii) Contractor’s 
reimbursement costs for each retail drug to each Participating 
Pharmacies.  Said electronic Claims file shall contain at least the fields 
of information identified in Appendix C-SOW Exhibits, Exhibit 9 
(Claims Data Utilization Fields).  Brand Drugs and Generic Drugs shall 
be classified in said Claims file using the definitions stated in this 
Contract.  Claims data shall be produced in one of the following 
formats:  Access, fixed-length flat file or delimited flat file.  Any data 
submitted in flat file format must either have a data layout attached, or 
the first line of the file must contain field names.  File formats must 
remain constant from submission to submission, unless additional 
fields need to be added.  Contractor shall transmit all such electronic 
data to LACDMH, or to LACDMH auditor, or to both, as directed by 
LACDMH. 

 
1.3.1.3 LACDMH (or its auditor) shall be permitted to make a selection of up 

to one hundred (100) Claim transactions per quarter or four hundred 
(400) Claim transactions annually.  For those Claims selected, 
LACDMH shall be able to verify Contractor’s payment to the vendor 
through examination of the relevant American National Standards 
Institute (ANSI) 835 Health Care Claims Payment/Advice and 
Contractor’s bank statement.  Examination of those documents may 
be limited by Contractor to an on-site examination.  In the event that 
any discrepancies are found in this limited selection, LACDMH (or its 
auditor) shall work with Contractor to develop a plan to extend the 
selection.  In the event that the parties are not able to agree on such a 
process, or the parties agree to such an extension and additional 
discrepancies are found, the parties agree that LACDMH (or its 
auditor) shall have the right to extrapolate from the results of the initial 
sample or the extended sample to determine the total error and the 
amount owed to LACDMH as a result of Contractor’s failure to pass-
through its costs. 

 
1.3.1.4 On an annual basis, at LACDMH’s request or as part of an auditing 

process, Contractor shall provide electronic and other data sufficient to 
enable LACDMH (or its auditor) to verify that all Special Programs 
selected for implementation by LACDMH - have been properly 
implemented by Contractor.  Contractor shall also provide all data and 
documents necessary to enable LACDMH (or its auditor) to calculate 
any compensation that Contractor must pay, if any such Special 
Program was not properly implemented. 

 
1.3.1.5 On an annual basis, at LACDMH’s request or as part of an auditing 

process, Contractor shall provide information sufficient to allow 
LACDMH (or its auditor) to assess whether Contractor has passed 
through the appropriate Pro Rata Share of Financial Elements to 
LACDMH, if LACDMH and Contractor have agreed that certain 
Contractor Financial Element contracts are to be used to collect 
Financial Elements from Pharmaceutical Manufacturers.  Contractor 
shall transmit all such electronic and other data to LACDMH, or to 
LACDMH auditor, as directed by LACDMH.  LACDMH auditor may 
also request copies of Contractor’s invoices to Pharmaceutical 
Manufacturers, or Pharmaceutical Manufacturers’ payments or credits 
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or discounts (or other Financial Elements) made to Contractor.  Said 
documents and data may be produced by Contractor at Contractor’s 
offices, but after reviewing any such documents, LACDMH’s auditor 
may request and Contractor shall provide, copies of requested 
documents (other than Contractor/Pharmaceutical Manufacturer 
Contracts) to LACDMH’s auditor. 

 
1.3.1.6 On an annual basis, at LACDMH’s request or as part of an auditing 

process, Contractor shall also provide LACDMH access to (or its 
auditor)  specified Contractor/Participating Participating Pharmacy 
Contracts to enable LACDMH to verify that Contractor is passing-
through its best available pricing terms to LACDMH, as required.   
Contractor shall also be required to produce specified and sufficient 
Contractor transmittals to third parties in connection with sales of 
Claims data, to enable LACDMH to verify that LACDMH Claims data is 
not being sold to third parties in violation of this Contract. All such 
documents may be produced at Contractor’s offices. 

 
1.3.2 With respect to all data and documents produced by Contractor to LACDMH or to 

its agents or auditors, Contractor’s production shall be made without redacting or 
altering any information from the data and documents produced.  When electronic 
data is produced by Contractor, all fields created or maintained or used by 
Contractor shall be produced, and none shall be withheld, redacted or deleted.  In 
addition, appropriate manuals and/or guides identifying the meaning of each field 
shall be produced. 

 
1.3.3 Notwithstanding that LACDMH is given the right in Section 1.3 above to conduct a 

set-up audit and certain quarterly audits, LACDMH will only be allowed to be 
reimbursed based on audit findings, and pay interest as described in Section 2.0 
below, after the conclusion of annual audits. 

 
2. Contractor’s Contract to Pay Interest on Certain Amounts Owed as a Result of an 

Accurate Annual Audit Finding that Contractor has Violated Certain Terms 
Identified in this Contract. 

 
2.1 Contractor agrees that should LACDMH (or its auditor) accurately conclude in an 

annual audit that Contractor has violated any of the following contract provisions, 
Contractor will be required to pay interest on all amounts that are found due and 
owing, from the date that Contractor’s contract breach occurred, as more fully 
described below, until the date that Contractor reimburses LACDMH for the 
losses caused.  Interest shall be calculated at a rate of .5% a month. 

 
2.1.1 Contractor’s obligation to provide Pass-Through Pricing, as stated in 

Section 2.0 of Exhibit 12 (LACDMH  Participating Pharmacy Drug Pricing 
and Guarantees) (interest to begin running as of the date of the relevant 
Invoice Statement) 

 
2.1.2 Contractor’s obligation to satisfy each Average Annual Guarantee, as 

stated in Section 4.0 of Exhibit 12 (LACDMH Participating Pharmacy 
Drug Pricing and Guarantees) (interest to begin running as of the year-
end date that Contractor was obligated to satisfy the Guarantee) 

 
2.1.3 Contractor’s obligation to satisfy Maximum Guaranteed Prices for Newly 

Available Generic Drugs (should the parties agree upon such Maximum 
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Guaranteed Prices), as stated in Section 5.1.3 of Exhibit 12 (LACDMH 
Participating Pharmacy Drug Pricing and Guarantees) (interest to begin 
running as of the date of the relevant Invoice Statement) 

 
2.1.4 Contractor’s obligation to satisfy Commonly Used Drug Guarantees 

(interest to begin running as of the date of the relevant Invoice 
Statement) 

 
2.1.5 If LACDMH decides to rely on certain Contractor/Pharmaceutical 

Manufacturer Contracts to collect certain Financial Elements:  
Contractor’s obligation to pass through all such Financial Elements 
negotiated by Contractor (interest to begin running as of the date that 
Contractor was obligated to pass through the Financial Elements. 

 
2.1.6 Contractor’s obligation to accurately invoice its per prescription 

Administrative Fee (interest to begin running as of the date of the 
relevant Invoice Statement) 

 
2.2 Timely Payment of Damages.  Should LACDMH and its auditor accurately 

conclude that Contractor has failed to satisfy any of the terms identified in 
Section 2.1 of this Exhibit 11, Contractor shall be obligated to reimburse 
LACDMH for its failure to do so, and pay the appropriate amount of interest as 
stated in Section 2.1, within ninety (90) days after Contractor is accurately 
notified of its failure to do so. 
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APPENDIX C – SOW EXHIBITS 
EXHIBIT 12 

 
LACDMH PARTICIPATING PHARMACY DRUG PRICING AND GUARANTEES 

 
1.0 Contractor’s Agency and Fiduciary Duties Related to Participating Pharmacies 
 

Participating Pharmacy Delegation to Contractor as Agent and Fiduciary:  LACDMH delegates 
to Contractor, as LACDMH’s agent and fiduciary, all Participating Pharmacy management and 
control. Such delegation shall include, without limitation: Determining with which retail 
pharmacies to contract to establish a Participating Pharmacy  determining the terms of 
Participating Pharmacy contracts, negotiating and executing Participating Pharmacy contracts, 
managing Participating Pharmacies’ participation in the network, negotiating on an ongoing 
basis to reduce reimbursements to Participating Pharmacies, determining which Participating 
Pharmacies to audit and when and what and how to audit, and adding or terminating retail 
pharmacies from its network.  In the event that Contractor recovers any amounts related to any 
Claim from any Participating Pharmacy as a result of a pharmacy audit, Contractor shall be 
obligated to pass through to LACDMH one hundred percent (100%) of said amounts. LACDMH 
(or its agents) shall also have the right – but not the obligation – to also conduct audits of 
Participating Pharmacies to ensure all such pharmacies are complying with all terms in this 
Contract.  Such right shall not in any way limit Contractor’s obligation to ensure through its own 
audits that Participating Pharmacies are complying with all terms in this Contract. 
 

 
2.0 Contractor’s Contract to Provide Pass-Through Pricing.   Contractor agrees to provide 

Pass-Through Pricing to LACDMH - and to invoice LACDMH in each Invoice based on Pass-
Through Pricing - in connection with each prescription drug or drug product dispensed to a 
Covered Client (and if LACDMH requests that mail order and/or Specialty Drugs are dispensed, 
with respect to each such prescription drug or drug product as well).  Contractor further agrees 
that to the extent that Contractor has negotiated – or will negotiate – multiple contracts, or 
alternative financial terms within the same contract – with any Participating Pharmacy, 
Contractor will pass through to LACDMH the terms most favorable for (and least expensive to) 
LACDMH, provided LACDMH is eligible to receive such terms, and recognizing that certain 
alternative financial terms have been negotiated by Contractor for clients dissimilar to 
LACDMH, such as Workers Compensation providers, Medicare Part D providers, 340(b) 
providers, or Staff Model Pharmacies. 
 

3.0 Contractor’s Contract that its Pass-Through Pricing will Satisfy Certain Stated 
Guarantees.  Contractor further agrees that its Pass-Through Pricing will provide pricing to 
LACDMH that is at least as favorable for LACDMH as the pricing provided in each of the 
following guarantees: 

 
4.0 Average Annual Guarantees for Retail and Retail 90 Drugs 

 
4.1 Contractor’s Guaranteed Retail and Retail 90 Rates:  Contractor guarantees that its 

Pass-Through Pricing for retail and retail 90 Paid Claims shall on an annual (12 month) 
basis provide (i) Dispensing Fees that are no more costly to LACDMH than the average 
annual dispensing fees listed below; and (ii) AWP discounts that are at least as 
financially advantageous for LACDMH as the average annual AWP discounts listed 
below:   

      
4.1.1 In calculating each Average Annual Guarantee for Dispensing Fees, Contractor 

shall categorize “Brand Drugs” and “Generic Drugs” based on the definitions 
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contained in this Contract, and shall include all Claims for Prescription Drug 
Products based on said definitions (including any OTC drugs if covered by  
LACDMH, coded and uncoded compound medications, Paid Claims constituting 
“quantity errors”, and all VA Paid Claims, but excluding Consumer submitted 
Claims, Claims processed and paid through another insurer as a result of the 
coordination of benefits, and any Claim that is accurately identified as being part 
of the IMP and for which replacement IMP Product is appropriately provided). 
Claims constituting “quantity errors” shall be defined as all Brand Drug 
Prescription Drug Products reflecting an AWP discount of 90% or greater.  
Contractor shall include all identified Paid Claims regardless of whether 
Contractor reimbursed a pharmacy using an AWP discount price, a MAC price or 
a non MAC price; In instances where Contractor used U&C to reimburse the 
Participating Pharmacy, Contractor will be entitled to credit itself with a $0 
Dispensing Fee.    

 
4.1.2 In calculating each Average Annual Guarantee for Ingredient Costs, Contractor 

shall categorize “Brand Drugs” and “Generic Drugs” based on the definitions 
contained in Appendix C SOW Exhibits, Exhibit 3, and shall include all Claims for 
Covered Items (including OTC drugs if covered by LACDMH, but excluding 
coded and uncoded compound medications, consumer submitted Claims, Claims 
processed and paid through another insurer as a result of the coordination of 
benefits, any Claim that that is accurately identified as being part of the IMP and 
for which replacement IMP Product is appropriately provided, VA Paid Claims, 
and Claims constituting “quantity errors.”  Claims constituting quantity errors shall 
be defined as all Brand Drug Covered Items reflecting an AWP discount of 90% 
or greater.  Contractor shall include all of the above-described drugs regardless 
of whether Contractor reimbursed a pharmacy using an AWP discount price, a 
MAC price or a non MAC price. In instances where Contractor used U&C to 
reimburse the Participating Pharmacy, Contractor will allocate its entire cost to 
the Ingredient Cost. 

 
4.1.3 In calculating any Average Annual Guarantee, Contractor shall also not include 

any Financial Elements that it received or passed through to LACDMH.  All such 
Financial Elements shall be treated as Financial Elements, and shall not be 
included in determining whether Contractor satisfied its Average Annual 
Guarantees or any other guarantees in this Contract. Any Claim processor fees 
received by Contractor and passed through to LACDMH shall be included in 
determining whether Contractor has satisfied the relevant retail or retail 90 
Average Annual Dispensing Fee Guarantees.  

 
4.1.4 In calculating each Average Annual Guarantee, Contractor shall also not include 

any savings brought about by any Special Program implemented by LACDMH, 
such as the savings resulting from the Mandatory Generic Drug Program.  The 
AWP discount for the Brand Drug paid for by the Covered Client shall be factored 
into the applicable Brand Drug Average Annual Guarantee, and Contractor shall 
not include in calculating said AWP discount the reduced cost to LACDMH as a 
result of the Special Program.  Similarly, in connection with other Special 
Programs (including but not limited to the Prior Authorization and Step Therapy 
and Fund One Programs), the invoiced Ingredient Cost and Dispensing Fee to 
LACDMH of the drug dispensed shall be the only figures used to determine 
Contractor’s satisfaction of the relevant Average Annual Guarantees, and any 
savings resulting from the Special Program shall not also be factored into 
calculating satisfaction of Average Annual Guarantees.     
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4.1.5 In determining which Generic Drugs shall be included in each of the following two 
(2) types of Generic Guarantees (Generic Drugs excluding those subject to the 
180 Day Exclusivity Period, and Generic Drugs including only those subject to 
the 180 Day Exclusivity Period), the following Generic Drugs shall be considered 
“subject to the 180 Day Exclusivity Period”:  All drugs that fall under the 
definitions for “Generic Drug” and “180 Day Exclusivity Period”. If marketplace 
events cause such a drug to be “subject to the 180 Day Exclusivity Period” 
several times, the 180 day period shall begin anew each time, and the drug shall 
be considered “subject to the 180 Day Exclusivity Period” each time.  
 

4.2  Contractor’s Payment for Breach of any Average Annual Guarantee. In addition to the 
parameters set forth in above, the parties agree that the following methods shall be used 
by Contractor, LACDMH or LACDMH’s auditor to determine whether Contractor has 
satisfied each of the Average Annual Guarantees stated in s above: 

 
4.2.1 For each of the Four Dispensing Fee Guarantees (retail brand, retail generic, retail 

90 brand and retail 90 generic):  The total number of Claims shall be calculated 
based on the parameters set forth in, and the total Dispensing Fees associated 
with those Claims shall be calculated, and the latter shall be divided by the former 
to determine the actual average Dispensing Fee for that Guarantee. 
 

4.2.2 For each of the Six Ingredient Cost Guarantees (one brand, and two generic 
guarantees in each of two drug categories – retail and retail 90):  The total sum of 
the Extended AWPs shall be calculated for all Paid Claims based on the 
parameters.  The total Ingredient Costs invoiced to LACDMH for the same Claims 
shall be calculated and shall be called “Total Ingredient Costs”.   The following 
formula shall thereafter be applied: 

 
  1 – (Total Ingredient Costs/Total AWPs) = Actual Average Annual Rate   
 

If the Actual Average Annual Rate is less than the Average Annual Guarantee 
stated above for any guarantee, then the overcharge that Contractor must 
reimburse to LACDMH is:   
 

(Average Annual Guarantee Rate - Actual Average Annual Rate) x (Total AWPs)  
 

Should Contractor be found by LACDMH (or LACDMH’s auditor) to breach any 
of the Average Annual Guarantees (or any renegotiations of said guarantees), 
Contractor shall pay LACDMH the above calculated amount.   
 
Contractor shall not be allowed to offset any guarantee breaches by Contractor 
against Contractor’s excess satisfaction of any other guarantees in this Contract.  
In the event that Contractor fails to satisfy any Average Annual Guarantee (or 
any other pricing guarantee in this Contract), Contractor shall be fully liable for its 
breach of that Guarantee, regardless of Contractor’s success in exceeding any 
other guarantee. 

 
4.2.3    Contractor’s Contract to Transmit Annual Reconciliations Comparing its “Actual 

Average Annual Rates” for Retail and Retail 90 Drugs with its “Average Annual 
Guarantees” for all Such Drugs.  Notwithstanding LACDMH’s right to audit 
Contractor’s satisfaction of its Average Annual Guarantees, Contractor shall also 
be obligated to transmit an annual statement on or before 1 year and 3 months 
after the Effective Date of the Contract in which Contractor calculates for 
LACDMH Contractor’s Actual Average Annual Rates for all Claims dispensed to 
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LACDMH during the previous contract year for each of the Average Annual 
Guarantees identified above using the methodology set forth above.  Contractor 
further agrees to provide all documents and data requested by LACDMH (or its 
auditors) to enable said parties to determine the accuracy of Contractor’s 
calculations. 

 
4.2.4    Contractor’s Contract to Pay the Difference Between its “Actual Average Annual 

Rates” for Retail and Retail 90 Drugs and its “Average Annual Guarantees” for 
all Such Drugs if the Former Result in Higher Costs than the Latter.  If 
Contractor’s annual reconciliation shows that any of Contractor’s Actual Average 
Annual Rates is less favorable for LACDMH than any of Contractor’s related 
Average Annual Guarantees, Contractor agrees to provide LACDMH with a 
payment constituting the difference for each breach of the Average Annual 
Guarantees.  Said amounts shall be calculated based on the formula set forth 
above.  LACDMH will permit offsets, such that a surplus in one guarantee can 
offset a shortfall in another, all such payment(s) shall be made to LACDMH at 
the time Contractor transmits the information described above.  LACDMH – or its 
auditor – may also independently audit Contractor’s satisfaction of each -- or any 
--of Contractor’s Average Annual Guarantees to determine Contractor’s 
satisfaction of said Guarantees. 

 
4.2.5    Contractor’s Contract to Renegotiate Average Annual Guarantees. LACDMH 

and Contractor shall in good faith agree upon new Average Annual Guarantees 
for each of the Average Annual Guarantees identified in above, which Average 
Annual Guarantees shall represent guaranteed rates to be applied for Claims 
dispensed from retail and retail 90 Participating Pharmacies, respectively, during 
the subsequent contract year.  The newly negotiated Average Annual 
Guarantees shall be at least as favorable as the Average Annual Guarantees 
stated in this Contract, unless the availability, actual acquisition cost, or any 
forces outside the control of Contractor, preclude Contractor from providing such 
adjusted Average Annual Guarantees.  Should Contractor claim that any 
Average Annual Guarantee must be reduced, Contractor shall have the burden 
of demonstrating the need for the reduction.  The newly negotiated Average 
Annual Guarantees shall be memorialized in writing by the parties as an 
amendment to this Contract.  Contractor shall also be obligated to negotiate 
Average Annual Guarantees for Mail Order Drugs, should LACDMH request 
such guarantees. 

 
4.2.6   Contractor’s Contract to Transmit Annual Reconciliations Comparing its “Actual 

Average Annual Rates” for Retail and Retail 90 Drugs with its Newly Negotiated 
“Average Annual Guarantees” for all Such Drugs.  Notwithstanding LACDMH’s 
right to conduct audits of Contractor’s satisfaction of its newly negotiated 
Average Annual Guarantees, Contractor shall also be obligated to transmit an 
annual statement, in which Contractor calculates for LACDMH Contractor’s 
Actual Average Annual Rates for all Claims dispensed to LACDMH during the 
previous contract year and compares said Rates with its newly negotiated 
Average Annual Guarantees, using the methodology above.  If in either year, 
Contractor’s annual reconciliation shows that Contractor has breached any 
Average Annual Guarantee, Contractor shall provide the compensation as 
outlined above, pursuant to the timing requirements described therein. 

 
5.0 Generic Drug Pricing and Additional Drug-by-Drug Guarantees 

 
5.1.1    Generic Drug Delegation to Contractor as Agent and Fiduciary:  LACDMH 
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delegates to Contractor as LACDMH’s agent and fiduciary the management and 
control of pricing for Generic Drugs (whether said Generic Drugs are multisource 
brand drugs or multisource generic drugs or single source generic drugs).  Such 
delegation shall include without limitation:  Negotiating on an ongoing basis all 
MAC and non-MAC reimbursement rates with Participating Pharmacies. 
 

5.1.2 Pricing Contract Concerning all Generic Drugs Dispensed by Participating 
Pharmacies.  Contractor agrees to pass through to LACDMH, and invoice 
LACDMH, for all Generic Drugs, using Contractor’s actual reimbursement to 
Participating Pharmacies. 

 
5.1.3 Pricing Contract Concerning Newly Available Generic Drugs.  In connection with 

any Newly Available Generic Drug (as defined in this Contract), the parties agree 
that should LACDMH become aware that a Newly Available Generic Drug has 
become available at a significantly lower cost (for any or all forms and strengths 
of the Drug), LACDMH shall be entitled to present information to Contractor 
about the significantly lower cost that is available, and request that Contractor 
alter its reimbursement rate to Participating Pharmacies (and Pass-Through 
Pricing invoiced cost to LACDMH) within ten (10) days of the parties’ discussion 
of the significantly lower cost that is available.  The parties further agree that the 
new target cost for the specified Newly Available Generic Drug (for any or all 
forms and strengths, as relevant) will be at least as favorable to  LACDMH as the 
greater of (a) a cost that will provide a forty percent (40%) gross margin to the 
pharmacy based on the actual cost that is available; or (b) a cost that will provide 
a total margin of six dollars ($6.00) above the actual cost that is available to the 
pharmacy.   

 
6.0 Transaction Charges.  The parties agree that Participating Pharmacies are responsible 

for any applicable transaction and/or switch charges associated with the submission of 
Claims to Contractor.  Such charges will not be deducted by Contractor from its 
reimbursements to Participating Pharmacies, and therefore shall not be invoiced or 
passed through to LACDMH.    

 


