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Dear Colleagues 
 
INVESTMENT INTO COMMUNITY PHARMACY SERVICES 

I write following communication from the Department of Health (DH) 
Permanent Secretary Richard Pengelly to Community Pharmacy NI 
(CPNI) to provide further details on the planned investment into 
community pharmacy services for the remainder of 18/19 and into 19/20. 
 
1 Context 
The composition of what is considered fair and reasonable remuneration 
for community pharmacy services has been informed by a number of 
pieces of work including: 
 

 The ongoing margins survey which has been reporting the levels 
of retained margin for the past six years. 

 The Cost of Service Inquiry (COSI) – this was led by Price 
Waterhouse Coopers (PWC) and provided advice in relation to the 
costs of providing pharmacy services (including health and non-
health service costs). 

 The development of a community pharmacy contract framework 
through which core and additional services could be 
commissioned. 

 
The HSCB appreciates that it has taken some time to put these 
substantial elements together and recognises that further work is 
required. It should also be noted that bids for funding have been 
submitted for Transformation Funding which provide a further 
opportunity to accelerate transformation in the provision of community 
pharmacy services. This letter sets out the arrangements for interim 
funding over 18/19 and 19/20 linked to the agreed contractual 
framework. 

 
 

To: 
Community Pharmacy NI (CPNI) 
Community Pharmacy Contractors 

Directorate of Integrated Care 
Western Office 
Gransha Park House 
15 Gransha Park 
Clooney Road 
Londonderry 
BT47 6FN 
 
Tel  :       028 9536 3375 
Fax :       028 9536 1166 
Web Site : 
www.hscboard.hscni.net  
 
16th November 2018 

http://www.hscboard.hscni.net/
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2 Financial Envelope 
Taking account of the COSI, HSCB has advised DH that fair and 
reasonable health service costs for community pharmacy services in 
Northern Ireland for 18/19 is £104m, which includes a target level of 
Retained Purchase Profit of £26.5m. This envelope will be carried 
forward in 19/20. There will be the usual bids applied for inflationary 
uplifts which will be assessed and prioritised as normal for 19/20. 
Through further discussion, the DH has identified a further £3m per 
year in 18/19 and 19/20 in respect of activity to support medicines 
management by domiciliary care workers (which I will set out further 
below).   
 
With respect to the financial envelope, please note the following: 
 

 The planned recurrent investment stands at its largest amount 
ever and, on a pro-rata basis, is significantly higher than any other 
part of the UK.   

 This envelope does not include funding for pre-reg pharmacist 
grants (circa £4m) and Public Health Agency led services 
(smoking cessation and needle exchange amounting to circa 
£1m).  

 This is the HSC committed resource to community pharmacy 
service providers for the provision of services i.e. remuneration at 
this level is assured to March 2020 and does not preclude bidding 
for additional funding linked to service provision and 
transformation. I will set out further opportunities later in this 
correspondence. 

 
 
3 Retained Margin  
The financial envelope consists of three parts, global sum fees, non-
global sum fees and target retained margin. With respect to the third 
component, the target retained margin has been set at £26.5m for 18/19 
and 19/20.  
 
As England has reduced their target for retained margin for 18/19 and 
this has led to reduction in reimbursement prices of Category M 
medicines, it is expected that the current predicted yield for retained 
margin will fall below the target of £26.5m. In light of this potential 
shortfall, HSCB is releasing a payment on account of £4m in total in 
18/19. This will be paid in two tranches: 
 

i. The first tranche of £2m will be back dated to 1st April 2018 and 
will be paid over 12 months 
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ii. The second tranche of £2m will be paid with November 
prescriptions (December payment) and will be paid over 5 
months 

 
BSO will calculate payment based upon Category M drug activity by 
each contract– this payment will therefore mitigate the reductions in Cat 
M that have been experienced since April 2018. 
 
Please note, these payments will be made on an ‘on account basis’ as 
it is currently expected that the retained margin will yield £22.5m instead 
of the target £26.5m. Should the margin survey for 18/19 demonstrate 
margin above £22.5m, clawback of this payment will be instituted.  
 
 
4 Interim changes to Drug Tariff 
The HSCB appreciates your continued support for the margins survey. 
The response from the contractors surveyed has been largely very 
positive. We have sought to develop a methodology which would provide 
information from multiples and remain very keen to take this forward. We 
trust that CPNI will continue to encourage the relevant contractors to 
participate. However, in the meantime, we have been able to respond to 
issues raised by CPNI and with immediate effect: 
 

i. Zero discount – portable oxygen 
From 1st April 2018, discount clawback on portable oxygen cylinders will 
cease. The funding that has been clawed back for April prescriptions 
and subsequently to date will be reimbursed in full with November 
payment. It is estimated this will account for £22k. 
 

ii. Zero discount – Free Style Libre 
From 1st April 2018, discount clawback will cease on Freestyle Libre 
sensors.  It is proposed that funding that has been clawed back for April 
prescriptions and subsequently to date will be reimbursed in full with 
November payment. It is estimated this will account for £130k. 
 
Furthermore, it is recognised that the discount realised by contractors for 
a range of proprietary products has been reduced over time. We will 
seek advice from CPNI in relation to short and medium term options in 
response.  That might include reconfiguring existing payments e.g. the 
threshold payments; the expensive item fee; and/or adjusting discount 
clawback. We appreciate the issues that contractors face when sourcing 
products that are ultimately reimbursed at less than cost. While there is 
an assurance that the overall target retained margin will be delivered, we 
will seek to have in place as equitable arrangements as possible. To that 
end, the HSCB and DH will be considering what adjustments to the 
discounting arrangements might be appropriate. Ultimately, though, the 
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RPP target of £26.5m remains and changes to discount clawback / zero 
discount arrangements will be balanced through other Tariff changes.  
 
In light of the challenges that have been reported, particularly in relation 
to branded medicines discount, a payment of up to £3m on-account 
will be made available as a one-off payment. Ordinary dispensing will 
be used as the proxy for activity.  This funding will be made in the 
November payment as an adjustment. 
 
In the medium term, we wish to explore the potential for a margin 
sharing arrangement whereby if excess retained margin is delivered in 
one financial year, a share of the margin is retained for the following 
year. We will engage further with CPNI on that matter.  
 
 
5 Service Fees in 2018/19 
A contract framework was agreed in 2017/18 however, this has not been 
implemented. Moving towards the new contract will require transition. 
For example, the new framework includes a reconfiguration of the 
current minor ailments service to a patient registered service - Pharmacy 
First. It is the intention that payment in relation to this service would be 
based on the numbers of patients registered. Significant preparatory 
work had been undertaken in 2017/18 to establish a suitable IT 
framework but implementation was delayed given the uncertain position 
in relation to the financial envelope. We plan to commence the transition 
to the Pharmacy First service this year through the development of a 
Pharmacy Winter Pressures service which will be set out in the following 
section on Transformation. 
 
In preparation for the implementation of the contract, the fees for the 
minor ailments service will be rebased with effect from 1st April 2018.  
This will result in payment of circa £0.4m and will be paid within the 
November payment as an adjustment. 
 
Various services have been planned and indeed piloted e.g. the Out of 
Hours Emergency Supply Service. We intend to move forward to 
commissioning additional services now that we have certainty within the 
financial envelope. We will also wish to utilise the network in innovative 
ways to support patients and the public. For example, we have 
recognised the need to sustain pharmacy services for isolated rural 
communities and have provided support funding. We intend to reinstate 
an element of that funding while at the same time seek to integrate this 
service provision with other rural service provision. 
 
As outlined in the context section above, up to £3m additional funding 
has been identified in recognition of the provision of medicines in a 
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suitable format to support the delivery of domiciliary care services. The 
specification and funding model will be discussed with CPNI in the 
coming weeks. Subject to an approved business case and a validated 
claims process we will wish to release funding in recognition of the 
activity that has been delivered and which has supported domiciliary 
care services in 2018/19. I wish to note that £4m funding is already 
being paid for the provision of compliance support in identified patients.  
 
With this package of £7m, patients who require a form of compliance aid 
in primary care settings will be supported appropriately by community 
pharmacies with an associated formal funding mechanism. 
Arrangements for those patients in residential or nursing home settings 
are privately arranged between the home and the contractor.  
 
HSCB has always been clear that multiple dispensing as a proxy for 
compliance support was not appropriate and we will correspond further 
around issues in relation to compliance support to aid further review of 
current service provision at pharmacy level. Furthermore, we will, 
through the forthcoming consultation on global sum, seek views around 
multiple dispensing and focussing this fee area on instalment/serial 
dispensing in cases of misuse or abuse. 
 
 
6 Transformation 
Contractors will be aware that additional funding has been secured from 
the Confidence and Supply agreement and the intention is that this be 
used to support reform and transformation of the health and social care 
system. I can advise that a number proposals for funding have been 
submitted which will lay the groundwork for further service development 
beyond 19/20.  
 
The first bid that has been approved is for the Winter Pressures Service 
– this pilot will provide access by the public to advice and treatment if 
appropriate on the health service. Its aim is to displace current activity 
from other parts of the health service and not displace normal retail 
activity. Success of this pilot will enable the development of the 
reconfigured minor ailments service or Pharmacy First. I encourage 
contractors and their staff to engage positively with this development as 
clearly this places a substantial emphasis on the clinical care that a 
pharmacist can provide through the access of a community pharmacy. 
Transformation funding in excess of £2m has been secured for 18/19. 
Subject to the evaluation we will wish to reconfigure the minor ailments 
service to Pharmacy First. We will correspond imminently to advise of 
forthcoming training so that the service will be commenced in December 
2018. 
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The DH has advised that the remaining bids remain under consideration. 
 
 
7 Pharmacy Needs Assessment 
I wish also to note that the HSCB is commencing a pharmacy needs 
assessment process. I must emphasise that the intention of this process 
is to consider what the optimum distribution of the network for the 
provision of pharmacy services now and for the next five years. The 
outcome of the needs assessment process has not been prejudged – it 
is a statutory responsibility of the HSCB to identify the prioritised needs 
of the population and commission services to address that need. Please 
note that the defined financial envelope will remain intact irrespective of 
whether there are increases or decreases in the numbers of pharmacies. 
I wish also to note that it is the intention of the HSCB to bring forward a 
consultation to suspend the consideration of new applications and non-
minor relocations by the HSCB Pharmacy Practices Committee for the 
year 19/20 while the needs assessment process is undertaken. 
Correspondence will issue in the near future to formally seek views.  
 
 
8 Conclusion 
I trust this correspondence signals a step change in the commissioning 
and delivery of pharmacy services in Northern Ireland. I would urge 
contractors to consider the range of measures being taken forward and 
the significant investment that is being committed. I have summarised 
the respective investments in the following tables: 
 

Recurrent investments Funding Note 

Financial Envelope for 
community pharmacy services 
inclusive of £26.5m retained 
profit 

£104m £4m to be released on 
account to ensure 
£26.5m target is 
reached 
 
£0.4m rebase of Minor 
ailments 
£0.15m zero discount 
arrangements  

Additional recurrent funding for 
provision of medicines 
management to domiciliary care  

Up to £3m To be added to the 
envelope for 18/19 and 
19/20 subject to 
approved business case 

Other investments outside of the 
financial envelope 

£5m 
approx. 

Includes pre-reg, PHA 
led services 
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Non-recurrent investments Funding Note 

Additional support for pharmacies in 
rural isolated communities and a 
payment on account for 18/19 to 
address impact of discount 
particularly on branded medicines in 
advance of a review 

Up to 
£3m 

One off payment in 
November 2018 

Transformation Funding 18/19 Up to 
£2.1m  

This is the funding so 
far secured. Other 
bids under 
consideration 

 
The HSCB is committed to working with contractors, their staff and CPNI 
and believes community pharmacy has a hugely significant role within 
the Health and Social Care system. We trust that you will respond 
positively to the interim arrangements I have set out. HSCB will 
correspond with further details in due course.  
 
 
Yours sincerely, 
 
 
 
 
 
Joe Brogan 
Assistant Director of Integrated Care 
Head of Pharmacy and Medicines Management 
 


