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1.	Background

Department of Health (DH) policy is to devolve NHS funding to primary care trusts (PCTs) 
as far as possible and as a result centrally held budgets are gradually being devolved. 
Among such budgets is the global sum, which pays for NHS pharmacy services provision. 
This funding will be moved to PCTs from 1 April 2010. 

Following consultation, the secretary of state took powers in the Health & Social Care Act 
2008, to 

•	 Transfer the global sum to PCT baseline allocations

•	 Re-charge the cost of service (covered by the global sum) to the PCT of the prescriber, 
as appropriate

This will mean a change to the way the NHS Business Services Authority – Prescription 
Services (NHSBSA-PS) calculates the costs that are invoiced to hospitals for prescriptions 
generated by hospital prescribers and dispensed in the community. For prescriptions 
dispensed from 1 April 2010 hospital trusts will see a proportionate increase in the total 
of the recharge for such prescriptions as there now will be an element of ‘fair sharing’ of 
service costs.

2.	Changes

Hospital trusts are currently invoiced an amount for the cost of goods (reimbursement) 
and an amount for the cost of service (remuneration). Both of these elements will 
continue to be invoiced to hospital trusts and the calculation of the reimbursement 
element will not change. However, the calculation of the remuneration element will 
change for prescriptions dispensed from 1 April 2010.

Pre April 2010 the remuneration element comprised: professional fees (90p fee), 
additional fees, and a multiplication factor to take into account the establishment 
payments made to pharmacy contractors.

For prescriptions dispensed from 1 April 2010 the remuneration element will comprise: 
professional fees (90p fee), additional fees, netted off prescription charge income and 
refunds, and other pharmaceutical services costs1. The netted-off prescription charges 
and pharmaceutical services costs will be fair-shared according to the proportion of 
professional fees that have resulted from the dispensing of prescriptions written by 
hospital staff. 

From 1 April 2010, the pharmacy establishment payment, a proportion of which was 
previously invoiced to hospital trusts, will be charged to the PCT in which the contractor is 
based and not invoiced to the hospital trust. 

The post 1 April 2010 and pre 1 April 2010 arrangements are described in detail in Annex 
A and Annex B respectively. 

1Includes all other drug tariff expense heads other than the pharmacy establishment payment, the dispensing 
appliance contractors’ infrastructure payment, the ESPSLPS top-up payment and fines for breach of service.
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To assist hospital trusts to estimate the potential impact of this change the DH has 
provided a ready reckoner. The impact is approximately 11p per item.

3.	Reports

In addition to the invoice NHSBSA-PS will provide monthly information reports called 
remuneration reports – examples are provided in Annex C to assist hospitals to monitor 
activity and expenditure associated with hospital prescription forms dispensed in the 
community. The reports will be available from July 2010 when the activity and expenditure 
detail related to prescriptions dispensed in April 2010 is first available. 

The reports will be available from the NHSBSA-PS web site, www.nhsbsa.nhs.uk with 
access being controlled by the issue of user names and passwords. Hospital staff requiring 
access to the new reports will be able to request this by completing and submitting 
a registration form which is available from the NHSBSA-PS web site (sample attached 
at Annex D). The registration form, accompanied with a letter on the organisation’s 
letterhead, authorising the access and signed by a senior officer, should be posted or 
faxed to NHSBSA-PS. Assistance, if required, to complete this form is available from 
NHSBSA-PS Information Services on 01912 035050.

There will be two hospital trust reports, a summary report (hospital trust remuneration 
total report) and a detailed report providing a breakdown of activity and cost which in 
most cases will reflect the individual drug tariff expense head (hospital trust itemised 
remuneration report). Where multiple drug tariff expense heads are collated into a single 
report line NHSBSA-PS will provide detail of exactly which drug tariff expense heads have 
been included in that report line. This detail will be provided in a glossary which can be 
accessed from the NHSBSA-PS web site www.nhsbsa.nhs.uk/3010.aspx. In addition to the 
two hospital trust level reports the detailed report will also be available at an individual 
hospital cost centre level (hospital cost centre itemised remuneration report).

The hospital ePACT system will be amended so that the ‘fees’ field includes the value of 
the professional fee and additional dispensing fees associated with the prescription items.  
A note will be added to the system to advise that in addition to being invoiced for the 
fees included in the ePACT system hospital trusts will also be invoiced for the ‘fair share’ 
element of service costs.

http://www.nhsbsa.nhs.uk
http://www.nhsbsa.nhs.uk/3010.aspx
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Annex A

Prescriptions dispensed from 1 April 2010

The re-charge comprises:

Cost of the product (net ingredient cost) - discount + container allowance + prescription 
fees - prescription charge + share of other pharmaceutical services costs

Where

•	 The net ingredient cost (nic), discount, and container allowance, are as pre April 
2010

•	 Prescription fees are the professional fees specified in the drug tariff (Part IIIA and 
Part IIIB). All fees are invoiced at exactly the drug tariff rate

•	 Prescription charges consist of prescription charges collected by the dispenser, 
income generated from the sale of pre-payment certificates, refund of prescription 
charges on FP57 forms and recovery of unpaid charges. The value of these credits 
and debits will be netted off each month and the resultant sum will be fair-shared 
according to the proportion of professional fees that have resulted from the 
dispensing of prescriptions written by hospital staff

•	 Other pharmaceutical services costs include all other drug tariff expense heads 
but excluding the pharmacy establishment payment, the dispensing appliance 
contractors’ infrastructure payment2, the ESPSLPS top-up payment and fines 
for breach of service. The other pharmaceutical services costs will be fair-shared 
according to the proportion of professional fees that have resulted from the 
dispensing of prescriptions written by hospital staff. For payments and allowances 
other than medicines use reviews and appliance use reviews3 the calculation is: 

Total of professional fees attributable to hospital trust
Total professional fees

•	 For medicines use reviews and appliance use review payments the fair-share 
calculation will be based on the number of ‘medicine’ professional fees and 
‘appliance’ professional fees, as appropriate. A ‘medicine’ professional fee is 
defined as the professional fee associated with all products other than medical 
devices that are included in drug tariff part IXA, IXB, IXC, and IXR. An ‘appliance’ 
professional fee is defined as the professional fee associated with the specified 
appliances that qualify for an appliance use review.

2 This is a new payment for dispensing appliance contractors introduced April 2010

3 New service and payment introduced April 2010
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The new basis for recharge for service provision in respect of prescriptions issued by 
hospitals but dispensed in the community pharmacies, will commence on 1 April 2010. 
Hospital trusts will see a proportionate increase in the total of the recharge for such 
prescriptions as there now will be an element of ‘fair sharing’ of service costs included, as 
described earlier.
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Annex B

Prescriptions dispensed to 31 March 2010

The re-charge comprises:

Cost of the product (net ingredient cost) - discount + container allowance + prescription 
fees - prescription charge

Where

•	 The net ingredient cost (nic) is the reimbursement price of the product as defined 
in the drug tariff (Part VIII, and Part IXA, IXB, IXC & IXR), or NHS list price if the 
product is not listed in the drug tariff

•	 The discount is calculated as the average national discount percentage figure 
which is calculated each month using the total value of the deduction applied to 
pharmacy contractors’ and dispensing doctors’ accounts and dividing this by the 
total number of prescriptions dispensed by community pharmacy contractors, 
dispensing doctors and dispensing appliance contractors. Although the actual 
percentage applied each month will vary it is approximately 10%

•	 The container allowance is the value specified in the drug tariff (Part IV) and is 
calculated per prescription item fee.

•	 Prescription fees are the professional fees specified in the drug tariff (Part IIIA and 
Part IIIB). The additional fees are invoiced at exactly the drug tariff rate and the 
professional fee is multiplied by a factor, termed the national average graduated 
fee (NAGF) to account for batch level fees payable to pharmacy contractors.

•	 The NAGF is calculated as the sum of the value of the professional Fees payable 
to pharmacy contractors and dispensing doctors, the value of the protected 
professional allowance4, and the value of the Establishment Payment (Drug 
Tariff Part VIA), divided by the number of professional fees payable to pharmacy 
contractor and dispensing doctors.

•	 The prescription charge is as specified in drug tariff (Part XVI) 

Net ingredient cost, discount and container allowance are reimbursement; prescription 
fees and prescription charge are remuneration.

4 This allowance was introduced in April 2005 and discontinued in March 2008 
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Annex C

Example 1
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Example 2
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Example 3
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Annex D


