PSNC’s
Work

October 2016

PSNC Briefing 057/16: Imposition for 2016/17 and 2017/18 –
Information for Contractors
This PSNC Briefing summarises the changes to the community pharmacy contractual framework (CPCF) in 2016/17
and 2017/18 announced by David Mowat MP on 20th October 2016.

Funding and funding distribution
Total funding and funding levels
The Government has imposed a two-year funding package on community pharmacy. This includes:



A £113 million reduction in funding in 2016/17, taking funding for this year to £2.687 billion; and
An additional £95 million reduction in 2017/18 taking funding to £2.592 billion for the year.

The funding for 2016/17 is a reduction of 4% compared with last year, but given the time left to implement this it will
mean that contractors will see their funding for December 2016 to March 2017 fall by an average of 15% compared
with current levels.
The 2017/18 reduction will be implemented across the full year so contractors will see funding levels from April 2017
drop by around 7% compared with current levels.
PSNC will shortly be publishing indicative income tables to help contractors to predict the impact on their businesses.
Establishment Payments
As part of the proposals for community pharmacy, in January the Department of Health (DH) announced plans to
phase out the Establishment Payment over a number of years.
The reduction in these payments from December will form part of the mechanism through which funding to
community pharmacies will be reduced to the imposed levels of £2.687 billion. DH will reduce Establishment
Payments by 20% from December 2016, with a 40% reduction from April 2017 compared with current levels.
A Single Activity Fee
DH will also introduce a new ‘Single Activity Fee’, which will combine and replace the existing dispensing fee, Practice
Payments, Repeat Dispensing Annual Payments and monthly EPS payments into one fee.
The fee will be a single payment made per prescription item dispensed. It is likely that this fee will be adjusted over
time to ensure the delivery of the correct funding. We do not yet know the final value of the fee from December
2016.
Additional fees for unlicensed medicines, appliances, controlled drugs etc. will remain separate fees, recognising the
fact that these fees pay for specific activity which not all pharmacies will undertake to the same extent.
The one-off set up fee for EPS Release 2 will not be consolidated into this fee but will cease from April 2017.
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Q. How much will the single activity fee be worth?
We estimate that the single activity fee will be worth around £1.13 per item. Final figures are not yet known, because
the cost of other elements of the changes being imposed needs to be calculated.

Pharmacy Integration Fund
In the letter of 17th December 2015, DH announced that it would consult on a ‘Pharmacy Integration Fund’ to help
transform how pharmacists and community pharmacy will operate in the NHS.
The fund will be worth £42 million over the next two years, and will cover the costs of an urgent medicine supply
service pilot.
NHS England has said that it intends to use some of the fund in later years to fund pharmacists working in care homes
and urgent care centres; neither of which will necessarily benefit community pharmacies. NHS England has also
committed to spending at least 10% of the fund on the evaluation of services

Urgent medicine supply service pilot
Background
DH and NHS England have decided to use money from the Pharmacy Integration Fund to fund a national pilot of a
community pharmacy urgent medicine supply service. The service is expected to run from autumn 2016 to March
2018 with a review point to consider progress in September 2017.
The decision comes after PSNC proposed a community pharmacy emergency supply service as part of its counter
proposal to the NHS and Government, but was clear that any new national service would need additional funding
rather than being funded from within the existing community pharmacy funding envelope.
DH then proposed that the Pharmacy Integration Fund could be used to fund a pilot scheme to test and evaluate
such a service in order to inform possible future commissioning.
PSNC is pleased to the see recognition of how community pharmacies can help the NHS, but we are disappointed
that the scheme has only been commissioned as a pilot. We are also disappointed that the service will not cover
patients who have been referred by other health professionals or come to pharmacies in the first instance
themselves.
The service
The service is a pilot only. It will see patients who contact NHS 111 requesting access to urgently required repeat
medicines being routinely referred to community pharmacy.
The objectives of the service will be to manage appropriately NHS 111 requests for urgent medicine supply; to reduce
demand on the rest of the urgent care system; to resolve problems leading to patients running out of their medicines;
and to increase patients’ awareness of electronic repeat dispensing.
PSNC is working on the service specification and detail with NHS England, including data entry requirements, service
fees and care pathways, and contractors will be updated as soon as more information is available.
Q. What will contractors need to do to offer the service?
The detailed service specification and data collection requirements is currently being worked on by NHS England and
PSNC and the detail will be shared with contractors as soon as possible.
Q. How much will pharmacies be paid for the service?
This is not yet settled.
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Q. How much money is available for it?
NHS England has budgeted £2 million for the pilot based on NHS 111 call volumes and estimated referral rates.
Service delivery will be kept under review and if costs are projected to exceed this value then it will consider ways in
which to manage access.
Q. How and when will the service be evaluated?
The timing of the evaluation is not yet settled, but NHS England has stated that there will be an interim review in
September 2017. They have also indicated that the evaluation will consider factors such as referral rates to pharmacy,
patient experience, impact on GP out of hours services and pharmacy staff experience of the service.

Changes to regulations to allow pharmacy mergers
DH expects to amend regulations to facilitate the consolidation of pharmacies very soon. The regulation amendments
will allow for the consolidation of two or more pharmacies on a single existing site where such a change would not
create a gap in provision. PSNC is working with DH to draft the amendments to the regulations.
Q. How many pharmacies does PSNC expect to merge?
Decisions to merge pharmacy services onto a single site will be for contractors to make, based on local patient needs
and business factors. We expect that for some contractors the amendments will be welcome in allowing them to
streamline their businesses and that this change will reduce the number of pharmacy clusters.
Q. Could two pharmacies from different businesses merge?
Yes, whether by a merger or a sale.

Pharmacy Access Scheme
Background
DH intends to launch a Pharmacy Access Scheme (PhAS) from December. The scheme will see extra payments made
to pharmacies that meet the requirements for the scheme. DH has a national formula to identify those pharmacies
that are eligible.
PSNC sought from an early stage of discussions with DH and NHS England to understand more about the plans for a
PhAS. The current proposals have changed substantially from the early proposals, and are based solely on distance
from the next nearest pharmacy.
Eligibility and payments
The top 25% by prescription volume of pharmacies are excluded from the scheme. Other pharmacies that are more
than one mile from the next nearest pharmacy will be eligible.
The scheme will protect payments at 2015/16 fee income levels for qualifying contractors, less an efficiency discount
of 1% for 2016/17 payments, and 3% for 2017/18 payments. Average monthly payments for December 2016 to
March 2017 will be c£2,800 and £1,500 pcm for 2017/18. Final figures are not yet known.
Q. Will the PhAS come from the total community pharmacy funding envelope?
Yes, any funding for the PhAS will come from the total community pharmacy funding envelope. DH estimates that
payments will total £15m for 2016/17 and £25m for 2017/18.
Q. Will the PhAS continue after 2017/18?
No indications have been given by DH about plans for the PhAS beyond 2017/18.
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Quality payments
Background and funding
DH will introduce quality payments as part of the CPCF in 2017/18. These will be payments made to pharmacies
meeting certain quality criteria, with funding taken from the total community pharmacy funding envelope. DH has
said it will allocate £75m to fund the Quality Payments in 2017/18.
PSNC proposed to DH the introduction of quality payments, as part of a wider package with appropriate funding, and
PSNC therefore supports in principle the move to recognise and reward quality within the CPCF. Our concern is now
to ensure that any framework effectively rewards quality and does not put significant additional demands on
contractors.
Quality criteria and payments
Quality criteria may include standards such as having evidence of actions taken as a result of patient safety incidents;
achieving Healthy Living Pharmacy status; or having a certain proportion of staff trained as Dementia Friends. The
quality criteria are still under discussion with DH and NHS England and contractors will be updated as soon as more
information is available.
It will be for contractors to decide whether or not they wish to take the actions needed to qualify for the payments.
Contractors are likely to have to declare which criteria they have met at review points throughout the year, and
declarations will be subject to spot checks from NHS England as part of the wider monitoring of the CPCF.
Q. Will quality payments continue in future years?
No decisions have been made by DH and NHS England on quality payments beyond 2017/18.

Reimbursement reforms
DH intends to take forward a number of drug reimbursement proposals that it has been in discussion with PSNC on
for some time and which were agreed as part of the 2014 settlement, but not implemented.
These comprise changes in respect to price setting for Category A products; Concession Prices; Non-Part VIII products;
specials; unlicensed oral solid doses and brands cheaper than Category M. The aims of these changes are to reduce
anomalies and manipulation. DH is also considering amendments to the discount scale and changes to the medicine
margin survey methodology to identify better where contactors may be retaining margin and allow results to be
more reliable during the course of the year.
DH is keen to make progress as quickly as possible but the discount scale changes may be dependent on the outcome
of a public consultation which has not yet been initiated. PSNC’s policy remains to ensure that reimbursement
arrangements are fair and allow the delivery of margin evenly over the year and fairly to contractors.

If you have queries on this PSNC Briefing or you require more information, please email info@psnc.org.uk.
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