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CONSULTATION ON COMMUNITY PHARMACY FEES FOR 2016/17 

1  INTRODUCTION 

Since 2005/06, the DHSSPS and the representative group of pharmaceutical 

contractors (CPNI) have been in dispute regarding the overall financial package 

available to community pharmacy and linked to the development of a new 

community pharmacy contract. 

This has culminated in three judicial reviews taken by CPNI against the DHSSPS 

and the HSCB with respect to elements of reimbursement.  

The first Judicial Review found in favour of CPNI and led to a declaration of 

unlawfulness in respect of the way contractors were being remunerated through the 

Drug Tariff. The judgement emphasised that there was a statutory duty to pay fair 

and reasonable remuneration and found that the DHSSPS had failed in meeting its 

statutory duty. A compensation package was subsequently negotiated following 

which there was intensive work to establish a lawful Drug Tariff, negotiate a fair and 

reasonable remuneration package and develop a contract framework. 

A second Judicial Review was initiated in June 2011 which principally challenged 

the new Drug Tariff, and Justice Treacy subsequently found in favour of CPNI. By 

way of relief, CPNI sought a quashing of the Drug Tariff and a declaration of 

unlawfulness, however these actions were not taken by the Court. Therefore, there 

was no financial penalty imposed on the DHSSPS/HSCB.  

The DHSSPS/HSCB had intended to appeal but on 7th December 2012, following a 

cross-appeal by CPNI, an agreement was reached which concluded the litigation 

process. This agreement included a payment of £7m and £6m over a two year 

period linked to the delivery of a Cost of Service Investigation (COSI). No further 

payments have been provided and as COSI has been delayed, CPNI sought a third 

Judicial Review which was heard in June and September 2015. There is, as of 

November, no determination from this Review. The COSI process being led by 

DHSSPS is ongoing and a number of contractors are currently participating in a 

pilot.  

There are essentially three elements to the community pharmacy financial 

envelope: global sum, non-global sum fees and allowed retained profit, totalling 

approximately £95m. HSCB is required to set fees for community pharmacy 

services and, each year, proposals on changes to fees are consulted upon. The 

statutory duty on DHSSPS (and HSCB) is to provide fair and reasonable 

remuneration to community pharmacy contractors for the HSC services they 

provide, and this duty is met through remuneration with a combination of fees and 

allowances. 
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Global Sum Fees 

The global sum for pharmacy contractors consists of ordinary dispensing fees, 

multiple dispensing fees and professional services payments. 

Adjustment in global sum available has been historically linked to the findings of the 

Doctors’ and Dentists’ Remuneration Body (DDRB). 

In recent years prescription item growth averages 3-4% per annum (with multiple 

dispensing fees running at a much higher rate than growth in ordinary dispensing 

fees). 

In 2011/12 and 2012/13, there was no increase in the global sum as DDRB pay 

rates were frozen; in 2013/14 and 2014/15, DDRB increases of 1.5% and 1% were 

applied. In 2015/16 there was a DDRB recommendation of 1%, however, the Board 

agreed, following a consultation process, to a 2% uplift.   

As dispensing volumes increased at greater than 3%, the dispensing fee rates were 

reduced with the practice allowance remaining the same (see table below). This has 

attracted criticism expressed through consultation and the assertion that the link to 

DDRB was not valid. 

 

CPNI argued in their response to the 15/16 consultation that as dispensing activity 

increased by 25% from 10/11 to 14/15, there has been an inadequate recognition in 

the funding available. They have suggested alternative and more appropriate 

indices but none have thus far been presented. It is notable that: 

 CPNI analysis of dispensing volume increase does not align with HSCB 

analysis. 

 Comparable activity increases have been seen in GMS provision which 

adopts DDRB recommendations. 

Non-global sum fees 

There is a series of non-global sum fees which are, in the main, item of service 

payments for pharmaceutical services. As these fees are not subject to a capped 

2011/12 2012/13 2013/14 2014/15 2015/16

rate rate rate rate rate

Ordinary 

Dispensing
£1.04 £1.03 £0.98 £0.98 £0.98

Multiple 

Dispensing
£0.49 £0.49 £0.43 £0.40 £0.40

Practice 

Allowance
£18k £18k £18.3k £18.3k £18.3k

Total Global 

Sum
£51.4m £51.4m £52.17m £52.69m £53.89m
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global sum budget there have been substantial increases in spend in this demand 

led area: 

Non-global sum fees 

2013/14 2014/15 2015/16 Y/e Proj 

£22.6m £25.2m £25.9m 

 

In 2014/15, (an additional) £0.5m was made available for non-global sum fees, 

however, no additional provision was made in 15/16. Therefore the budget for non-

global sum is £23.1m in 15/16 against a spend of £25.9m.  

During the course of 2015, discussions have been held with CPNI in respect of 

making adjustments to non-global sum fees but no agreement has been reached; 

their argument being that HSCB is failing to provide fair and reasonable 

remuneration. 

Allowed Retained Profit 

For many years there has been recognition that pharmacy contractors have been 

making profits derived from the reimbursement prices in the Drug Tariff being higher 

than the acquisition prices. The management and quantum of the profit available 

has been part of the legal challenge. Since April 2011, DHSSPS/HSCB has been 

following the English Drug Tariff with a target allowed retained profit of £16.5m. 

HSCB has commissioned BSO and CPNI to undertake an on-going margins survey 

which assesses the level of retained profit and the results are set out below: 

Year 11/12 12/13 13/14 14/15 

Target 
Profit 
(£m) 

16.5 16.5 16.5 16.5 

Actual 
(£m) 

27.75 32.6 25.61 
Due in 

May/June 
2016 

 

In 14/15, England increased the target level of profit, and given that NI adopts Drug 

Tariff prices from England, it is expected that at least £25m will be delivered in 

Northern Ireland each year. The impact of this will not been factored into the 

pharmacy financial envelope until after the conclusion of the COSI process. 

Finally, there has been a non-recurrent funding stream, linked to the application of 

the Drug Tariff in 2011, called ‘proprietary mitigation’. This amounts to £3.6m per 

                                                           
1
 Margin survey for 13/14 will be confirmed at the start of December 2015. 
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year and its payment has been directed by DHSSPS. Proprietary mitigation 

payments are subject to retrospective clawback. 

This paper sets out proposals for global sum fees for 16/17 and options for 

management of non-global sum fees to be consulted upon. It acknowledges that the 

results of the Cost of Service Investigation will provide further information for 

detailed discussions in 16/17 in relation to the overall pharmacy envelope. 

 

2  SUMMARY 

Global Sum Fees 

It is not known what DDRB will recommend for 2016/17. A working assumption is 

that, in line with other public pay, there will be between 0% and 1% growth. At 0% 

growth, fees will be reduced (option 1) as activity is increasing. 

 

An alternative option is to freeze the fee levels at 2015 levels (option 2). 

 

This will require an increase of 1.0% for the global sum element or £0.5m into 

the pharmacy financial envelope. It is notable that a 1% uplift in global sum will be 

sufficient to maintain fees. This is as a result of the continual pressure to reduce 

demand therefore, over the past 2 years, the normal 3-4% volume increase has not 

been realised. Therefore with less than expected volume, it is possible to maintain 

fees with a 1% uplift in global sum. 

Option 1 Budget Fee Level 

Professional Allowance £  9.83m 
£18.3k per  

practice 

Ordinary Dispensing  

Fee 
£38.32m £0.96 

Multiple Dispensing  

Fee 
£  5.74m £0.41 

Total - Option 1 £53.89m 0% Growth 

Option 2 Budget Fee Level 

Professional Allowance £  9.83m 
£18.3k per  

practice 

Ordinary Dispensing  

Fee 
£39.00m £0.98 

Multiple Dispensing  

Fee 
£  5.56m £0.40 

Total - Option 2 £54.39m 1% Growth 
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In the consultation for the 15/16 fees, there was a consistent message to maintain 

global sum fees. Consultees also highlighted that the additional volume was not 

being reflected adequately in increased remuneration. The counter argument to this 

was that all health and social care services are required to deliver more activity 

within financial constraints. The DHSSPS is leading on the cost of service 

investigation which will provide empirical information in respect of costs of delivering 

community pharmacy services. The HSCB has undertaken an analysis of the 

underlying profitability and there is no empirical information to suggest that HSCB is 

not investing sufficiently in the provision of pharmaceutical services. Therefore, it is 

advised that, pending the cost of service investigation reports, there is no evidence 

to suggest that the HSCB is not providing fair and reasonable remuneration to 

pharmacy contractors.  

Recognising that there has been additional activity and taking full account of the 

submissions received in the previous consultation responses, it is recommended 

that the global sum consultation should recommend an increase of 1% and the fees 

remain as for 15/16. 

Non-global sum fees 

The budget for non-global sum fees was increased by £500k in 14/15, however the 

spend increased by £2.5m. There was no increase in non-global sum fees budget in 

15/16. As funding is limited, a cap has been put in place for the Medicines Use 

Review Service. There is no budget cover to increase this activity without additional 

funding or reconfiguration of the existing payments. 

With respect to reconfiguration, the following non-global sum fee areas have been 

considered for changes: 

 
2013/14 2014/15 

2015/16 
Y/e Proj 

Controlled Drugs Fees 744 1,236 1,410 

Additional Dispensing Fees 622 619 605 

Wound Management Fees  196 197 194 
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Discussions with CPNI have not yielded agreement with the following proposals: 

 Controlled drug fees: Move from NI Drug Tariff fee to English Drug Tariff as 

set out: 

 Schedule 2 Schedule 3 

Northern 
Ireland Fees 

£1.74 £0.54 

England / 
Wales Fees 

£1.28 £0.43 

 

By moving to this fee level, there would be a reduction of £300k. 

 Additional fees: Remove as no longer required – this is consistent with other 

parts of the UK and would yield a reduction of £600k 

 Wound management fees: Reduce to original fee structure from £1.11 to 

£0.20 per item as the higher fee was associated with the wound dressings 

contract and this no longer applies. This will yield £160K 

There are a number of fees that have been put in place as transitional/pilot 

arrangements and work is underway to finalise the arrangements: 

 2013/14 2014/15 2015/16 
Y/e Proj 

Rural Access Pilot         1,312          1,311          1,309  

Compliance Support Pilot          4,000          4,000          4,000  

 

 Rural Access Pilot: consolidate Essential Small Pharmacy and Rural pilot 

and provide an enhancement linked to provision to rural patients. Work is 

underway to develop a reconfigured arrangement 

 Compliance Support Pilot: consolidate service specification based upon 

activity. Activity information is currently being sought 

As part of their response to the 15/16 global sum consultation, CPNI asked the 

HSCB to review the entirety of the payment model. As part of this consultation it is 

proposed that an option should be put forward to put the entirety of the pharmacy 

financial envelope into the pharmacy global sum. This would provide certainty and 

security for both commissioner and contractor.  

Furthermore it is proposed that: 

 Additional fees are removed and the £600k spend is recycled to fund other 

elements of the pharmacy budget e.g. Medicines Use Reviews 
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 Wound management fees are reduced from £1.11 to £0.20 in line with the 

English Drug Tariff with the £160k saving to be recycled to fund other 

elements of the pharmacy budget 

 Controlled Drugs fees either to be moved to the English Tariff prices or to be 

capped at £1.4m (15/16 out-turn) dependent upon the consultation response 

Alongside reconfiguration, it is proposed that an additional £0.5m is added to the 

non-global sum fees budget. 

It is likely that CPNI will be resistant to these changes despite assurances that any 

funding saved on individual fees will be retained within the pharmacy service 

envelope. However, it is further recognised there is a need to enhance the overall 

management of this budget area. Correspondence has been drafted to CPNI which 

sets out the proposed changes and this is at Appendix 1. 

3  EQUALITY, GOOD RELATIONS AND HUMAN RIGHTS 

An equality screening exercise has been carried out and there are no adverse 

equality implications (Appendix 2) 

4  FINANCIAL IMPLICATIONS 

Depending upon the option selected, there would be: 

 An additional £0.50m for global sum fees 

 An additional £0.5m for non-global sum fees 

 Recycling of £600k and £160k to fund pressures 

 Improved management of controlled drug fees 

 Improved certainty in respect of pharmacy financial planning for both 

contractors and HSCB 

 

 


