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July 1, 2007

To Whom It May Concern:
I am writing this letter to explain why certain CDMs show different charge amounts.  Our pharmacy system calculates the amount to be charged based on charge formulas.  The formulas are set up so that the markup on higher priced items is less than that of lower priced items.  The formula also includes a “number of units” factor (number of tablets needed to make a dose) and cost data from AWP.  There are 3 basic reasons why the charge is different.

1. We utilize the AWP price for a medication as our “cost data”.  We get quarterly AWP price updates provided by Medi-Span formulary service.  The table you have is based on a year of charges.  If the AWP changed during the year, our system would calculate a new charge.  As GPO contracts change, we update the product information in the system, which adjusts the AWP resulting in a different charge.

2. The charge will be different based on the number of units needed to make up a dose.  If we have to use 2 tablets to make up a dose, the charge changes.

3. The charge will fluctuate based on the type of product the medication was used in.  There is a different formula for IV piggybacks versus large volume IV versus IV push medications.  Therefore, if a medication is used once in an IV piggyback, and then used in a large volume IV solution, the charge will be different.

I hope this additional information will help clarify why a medication has multiple charge amounts.

Sincerely,

Brian Elmore, Pharm.D.

Director of Pharmacy

Mercy Medical Center Merced

A Member of Catholic Healthcare West
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