
Regulatory Impact Statement:
A Seventh Community Pharmacy Agreement
Problem
The Sixth Community Pharmacy Agreement (6CPA) will expire on 30 June 2020. 
Community Pharmacy Agreements (CPA), as a five year agreement made between the Commonwealth of Australia and the Pharmacy Guild of Australia (Guild), have been a long-standing means of negotiating with the pharmacy sector the level of remuneration paid by the Commonwealth to approved pharmacists for dispensing Pharmaceutical Benefits Scheme (PBS) subsidised medicines to patients. 
The existence of a CPA stems from Section 98BAA of the National Health Act 1953 (Cth) which requires any agreement relating to how the Commonwealth remunerates items on the PBS needs to be made with the Guild or another pharmacists’ organisation that represents the majority of PBS approved pharmacists.
The key focus of any CPA is the setting of a “Commonwealth Price”, being the overall price, or remuneration, paid to pharmacists for dispensing a PBS medicine is determined by the Pharmaceutical Benefits Remuneration Tribunal (PBRT), as established under Section 98A of the National Health Act 1953 (Cth), giving formal effect to a negotiated agreement on pharmacy remuneration made under an existing CPA. 
Under the 6CPA, the Commonwealth Price paid to an approved pharmacist for the supply of any particular PBS subsidised medicine includes allowances for:
a) the cost of the medicine to the pharmacist[footnoteRef:1], which includes components for the manufacture and wholesale distribution of the medicine; [1:  The cost of the medicines to the pharmacist is established through other mechanisms that are beyond the scope of the CPA.] 

b) the administration, handling and storage and associated infrastructure costs involved in dispensing the medicine by the pharmacy; and
c) the pharmacist’s specialised skills in dispensing the medicine to a patient.
This is intended to represent the reasonable reimbursement for the medicine and the service provided by an approved pharmacist to dispense the medicine to the consumer.
In making successive CPAs, both the Commonwealth and the Guild have continued to recognise broader policy intentions and common interests in:
· promoting the sustainability, efficiency and cost-effectiveness of the PBS;
· ensuring that community resources are appropriately directed across the health system; and 
· supporting the sustainability of an accessible network of community pharmacies across Australia.
In realising each of these outcomes as shared objectives, CPAs have continued to be a preferred mechanism for both government and the pharmacy sector in establishing pharmacy dispensing remuneration. As such, successive CPAs have continued to provide business certainty to the pharmacy sector, thereby supporting continued long-term investment and innovation within the sector, leading to ongoing benefits to patient access and health.
CPAs have evolved over successive iterations to additionally include undertakings in relation to: PBS medicines wholesale mark-up and Community Service Obligation (CSO) Funding Pool arrangements supporting the timely supply of PBS medicines to community pharmacies across Australia; support for the distribution of National Diabetes Services Scheme (NDSS) products through community pharmacy; and funding for the delivery of a range of professional pharmacy programs in medication management and related services, supporting the safe and effective use of medicines for patients in the community.
Although forming a key negotiating component of the first and later CPAs, Pharmacy Location Rules, by which the locations of new and relocating pharmacies are regulated, have since during the term of the 6CPA been legislated to continue independently of any future CPA. As such, Pharmacy Location Rules are not included in considerations under this Regulatory Impact Statement.
Notwithstanding the benefits to government, the pharmacy sector and consumers from successive CPAs, government increasingly faces the obligation to demonstrate accountability and transparency in the use of taxpayer funds. Thus, while continuing to negotiate successive CPAs with the Guild, as a representative of the majority of PBS approved pharmacists, government has increasingly sought to also include consultation with a range of additional stakeholders across the pharmacy, pharmaceutical, hospital and health care sectors as a well as consumer representative groups.

Need for Government Action
The PBS operates as part of Australia’s National Medicines Policy to provide timely, reliable and affordable access to necessary medicines for all Australians. Under the PBS the Australian Government subsidises the cost of medicines for most medical conditions and which are medicines listed on the Pharmaceutical Benefits Schedule. Most PBS subsidised medicines are dispensed by pharmacists and used by patients at home. To this end, the remuneration of PBS approved pharmacists for the supply and dispensing of PBS subsidised medicines continues to be a key component of supporting timely and efficient patient access to affordable medicines.
In supporting affordable patient access to subsidised medicines, pharmacist dispensing remuneration continues to be a vital component in the Government’s continued delivery of the PBS.
The construct of the PBS and the existence of a role of pharmacists and pharmacy wholesalers in the distribution of PBS medicines to consumers to support consumer health and safety is out of the scope of this Regulatory Impact Statement (RIS). Further, the National Medicines Policy is a policy that requires timely and safe access to medicines for Australians in a partnering arrangement between Government and health care professionals, including pharmacists. Consequently, this Regulatory Impact Statement does not consider broader reform options of the National Medicines Policy, for the construct of the PBS or for the role of pharmacists or pharmacy wholesalers in the PBS medicine supply chain to consumers. In this regard, within that construct there is a requirement for Government to remunerate pharmacists for their role in delivering against the National Medicines Policy and the PBS.
In the absence of the Australian Government directly remunerating pharmacists for the supply and dispensing of PBS medicines to patients via the Commonwealth Price, separate arrangements would likely need to be introduced for pharmacists to recover the costs of accessing PBS medicines for supply and for recovery of costs incurred in dispensing those medicines to patients. 
In the absence of a CPA, the PBRT would independently determine the Commonwealth Price, by which pharmacy dispensing remuneration will continue, as provided under Section 98B of the National Health Act 1953 (Cth). Specifically, the Commonwealth Price (Pharmaceutical Benefits Supplied by Approved Pharmacists) Determination 2015, separately provides that pharmacy dispensing remuneration to approved pharmacists would continue at the rate operating during the final year of the 6CPA. 
Significantly, Section 98BA of the National Health Act 1953 (Cth) provides that, in the absence of a CPA establishing an agreement on pharmacy remuneration, the Chair of the PBRT would decide the frequency with which the PBRT would determine the Commonwealth Price. 
With the exception of some pharmacy trial program funding activities, other activities currently supported under the 6CPA including CSO Funding Pool remuneration arrangements to pharmaceutical wholesalers, NDSS product distribution arrangements and the majority of funding for professional pharmacy programs, would cease on 30 June 2020 with the expiry of the 6CPA.
As a mechanism for continuation of existing arrangements, negotiation of a new (seventh) CPA (7CPA) provides an opportunity for government to maintain its ongoing partnership with the pharmacy and pharmaceutical supply-chain sectors to provide Australians with continued and affordable access to PBS medicines and related services.  
Key objectives realised in reaching a new CPA include:
· providing patients access to medicines and advice about the quality use of medicines through a network of appropriately remunerated pharmacies across Australia;
· ensuring Australians have access to consumer-focussed pharmacy services, with minimised and transparent patient out-of-pocket expenses; and
· providing predictability of remuneration for pharmacies and the pharmaceutical supply chain.
In the absence of there being a formal agreement between the Commonwealth and the pharmacy sector (for example as represented by the Guild) any benefits foreseen in negotiating a 7CPA could not be expected to be achieved with any level of certainty. 
Aside from not realising the opportunity to make improvements for patients in PBS medicines access and affordability, a key issue in not continuing to have a CPA would likely be a level of drop-off in business confidence and investment across the pharmacy and pharmaceutical supply sectors in moving away from the certainty of a five year agreement with government on remuneration and other supported activities. 



Options
Options available to Government in relation to expiry of the current 6CPA on 30 June 2020 have been:
1. Take no action – by which, following expiry of the 6CPA on 30 June 2020, there would be no formal agreement in place between the Commonwealth and the Guild regarding pharmacy dispensing remuneration and related activities.
In the absence of a CPA the PBRT would independently determine the Commonwealth Price, by which pharmacy dispensing remuneration would continue. Specifically, the Commonwealth Price (Pharmaceutical Benefits Supplied by Approved Pharmacists) Determination 2015, separately provides that pharmacy dispensing remuneration to approved pharmacists would continue as under the 6CPA. 
The PBRT would also independently determine the frequency with which pharmacy remuneration were determined. An expected consequence of which would be less business certainty and confidence for the community pharmacy sector, which has benefited from the predictability of five year agreements on remuneration under successive CPAs.
Should other activities currently supported under the 6CPA be sought to be maintained, separate arrangements would need be established for funding of wholesaler mark-up and supply remuneration, NDSS product distribution, as well as for continued funding of professional pharmacy programs to support patient medication management and the safe and effective use of medicines within the community.

2. Extend the current arrangements, as operating prior to 30 June 2020 – by extending the 6CPA beyond 30 June 2020. This option would require negotiating and reaching agreement with the Guild as co-signatory, to extend the 6CPA for an agreed period of time. Whereas this option would have continued all current arrangements under the 6CPA in relation to: pharmacy dispensing remuneration; wholesale mark-up and supply funding; and funding for professional pharmacy programs; it has not been supported by the Guild, in favour of negotiating a more optimal outcome for pharmacists under a new 7CPA. 

3. Establishment of a new five-year 7CPA – to commence from 1 July 2020.
This option essentially maintains the status quo of continuing to have a CPA in place. This requires reaching agreement with the Guild on the terms and conditions of a new 7CPA to commence from 1 July 2020. 
In establishing a 7CPA all activities currently supported under the 6CPA will be continued, including: pharmacy dispensing remuneration; wholesaler mark-up and supply funding arrangements; NDSS distribution arrangements; and funding for professional pharmacy programs.
A new 7CPA will also bring benefits for consumers including increased government investment, program reform and increased access to PBS medicines and related services for Aboriginal and Torres Strait Islander people and older Australians. In addition, a 7CPA will also bring benefits for government and taxpayers in realising greater transparency in program administration, governance and the use of public funds. Significantly, a 7CPA will also include the Pharmaceutical Society of Australia (PSA) as a co‑signatory in addition to the Guild. As such, a 7CPA will continue to support Australian patients with timely, safe and affordable access to over 200 million subsidised PBS scripts each year and valuable medication related services through Australia’s network of community pharmacies. 
Further, the Australian Government’s preferred approach to a 7CPA will provide increased investment in community pharmacy remuneration for dispensing, pharmacy programs, CSO and NDSS distribution arrangements compared to the 6CPA:

Comparative funding under 6CPA and 7CPA – estimated actual expenditure under 6CPA vs indicative maximum allocations under 7CPA.
	Components of remuneration
	6CPA ($m)
	7CPA ($m)

	Dispensing remuneration (above copayment)
	$14,713
	$16,000

	Dispensing remuneration (below copayment) (patient contributions)
	$5,109
	$6,954

	Total remuneration for dispensing
	$19,822
	$22,954

	Pharmacy Programs
	$1,102
	$1,200

	NDSS
	$45
	$67

	CSO
	$991
	$1,083

	Total CPA Remuneration
	$21,960
	$25,304



· Average dispensing remuneration per subsidised script will grow each year of the 7CPA from $14.88 in the last year of the 6CPA (2019-20) to $15.74 in the last year of the 7CPA (2024-25).
· From 1 July 2020 dispensing fees will be increased and simplified to provide greater predictability for community pharmacy and ensure the safe supply of medicine for patients.
· Changes under the 7CPA will provide a significantly greater boost to pharmacy dispensing remuneration than a Consumer Price Index based increase of 2.2% that would apply from 1 July 2020 were the 6CPA to continue beyond 30 June 2020.
· A stringent risk-share mechanism will be implemented under a 7CPA to provide certainty and predictability for the pharmacy sector for PBS dispensing remuneration.
· In recognition that generic brands of medicines are now widely used within the industry and community, the Premium Free Dispensing Incentive fee operating under the 6CPA will be ceased under a 7CPA, with redirection of related funding into remuneration for dispensing of medicines.
· Reforms under a 7CPA aimed at ensuring the sustainability of medicines distribution for low‑cost, high volume PBS medicines, via the introduction of a floor and ceiling price for wholesaler mark-up will provide a further $67 million in additional remuneration for medicines distribution.
· Professional pharmacy programs currently operating under the 6CPA will be re-prioritised and continued at a level contingent on an agreed overall funding envelope for all components of the 7CPA.
During the term of the 6CPA, the Government legislated to ensure the continuation of Pharmacy Location Rules. A 7CPA will confirm that the government has no plan to change the Location Rules during the five-year term of the agreement.
In recognition of the Government’s objective of improved and more transparent governance arrangements for activities funded under the 7CPA, the PSA will be included as an additional signatory to the 7CPA, ensuring a greater level of consultation on the future development and delivery of professional pharmacy services funded under the agreement.
With respect to the government’s objective of providing improved access to more affordable PBS medicines a 7CPA will in addition provide the following specific benefits for patients:
Ongoing investment in professional pharmacy programs
Professional pharmacy services are required on an ongoing basis, at about the same level as currently provided under the 6CPA in total. Whereas programs that were established prior to the 6CPA are funded on an ongoing basis, 6CPA program funding terminates. This will be addressed under a 7CPA with pharmacy programs providing essential services to patients funded on an ongoing basis.
Professional pharmacy programs that will be continued under the 7CPA include:
· Dose Administration Aids
· Staged Supply
· Residential Medication Management Reviews and Quality Use of Medicines 
· Home Medicines Reviews
· MedsCheck and Diabetes MedsCheck
· Rural Pharmacy Maintenance Allowance
· A range of rural workforce and training allowances
· Quality Use of Medicines Maximised for Aboriginal & Torres Strait Islander People
· S100 Pharmacy Support Allowance
· A range of Aboriginal and Torres Strait Islander workforce schemes
These programs will be improved under the 7CPA with a focus on being simplified for pharmacists and increasing the number of services for patients within the existing funding envelope. 
Support for rural and remote pharmacy network including equitable distribution 
The 7CPA will provide for increased investment in the Rural Pharmacy Maintenance Allowance (RPMA) program. This program provides allowance payments to owners of pharmacies in rural and remote locations with lower PBS prescription volumes to support continued consumer access to PBS medicines and pharmacy services in these locations. 
The 7CPA will ensure funding sustainability and stability for pharmaceutical wholesaler activities that support timely, affordable and equitable access to PBS medicines, NDSS products and other targeted health aids and appliances for patients via community pharmacy regardless of where they live. 
This will be achieved by adjustments to wholesaler mark-up arrangements, including the introduction of a minimum wholesaler mark-up floor per PBS item supplied, and providing additional investment into the CSO Funding Pool, which provides support to eligible wholesalers for the timely and affordable supply of PBS medicines and related products across Australia.
Support for Aboriginal and Torres Strait Islander patients
Reforms will be implemented under the 7CPA to provide Aboriginal and Torres Strait Islander patients with improved access to medicines, by enabling Aboriginal and Torres Strait Islander people to utilise PBS Closing The Gap arrangements wherever they live and whatever their chronic disease status. Pharmacy programs will increase access to culturally appropriate services and medication adherence programs enabling more Aboriginal and Torres Strait Islander people to access an uncapped number of Dose Administration Aids with no patient contribution. 
Increased transparency and affordability 
Whereas pharmacists currently have a level of discretion to charge patients allowable additional fees for PBS medicines that are not subsidised by the Commonwealth and priced below the general PBS patient copayment, these fees will be reduced under a 7CPA.
In addition, the 7CPA will require there to be increased transparency and information to patients about the cost of medicines (including any discretionary pharmacy charge), prior to the medicine being dispensed to the patient. In addition, limits will be set for additional charges made to patients by pharmacies for medicines priced below the PBS patient copayment.
Broader access to vaccination services
The 7CPA will continue to support the process of broadening consumers’ access to vaccinations through community pharmacy. The Government will also work to support the adoption of a nationally consistent approach for access to vaccinations through community pharmacies.
Improved agreement governance arrangements
Under the 7CPA a more inclusive governance structure will be implemented whereby the single Agreement Oversight Committee currently operating under the 6CPA will be replaced by two committees providing broader and more inclusive consultation in relation to operation of the 7CPA.
The first, the Community Pharmacy Consultation Committee (CPCC) will be composed of up to three members appointed by the Department and up to three members appointed by the Guild, to be chaired on a rotating basis by a senior member of the Department or Guild. The CPCC will meet up to two times a year to enable the Commonwealth and Guild to consult on matters relating to pharmacy dispensing remuneration as they relate to the Commonwealth Price.
The second committee, the Pharmacy Stakeholder Consultation Committee (PSCC) will include the Department, Guild and PSA as standing members. Other stakeholders, including the National Aboriginal Community Controlled Health Organisation (NACCHO) and Consumers Health Forum (CHF) will be invited to participate by the Department of Health as it considers appropriate. The PSCC will meet up to two times a year to consult on a range of matters relevant to activities under the 7CPA other than pharmacy dispensing remuneration. The PSCC will be chaired by a senior representative of the Department of Health or, where the PSCC would consider matters relevant to Aboriginal and Torres Strait Islander peoples, a representative of that community.

In addition to the benefits described above from a preferred 7CPA, the optional $1 discount on PBS patient copayments will also continue. 
The optional $1 discount on PBS patient copayments reduces patient out-of-pocket costs, and promotes competition amongst pharmacies. PBS patients have benefited from approximately $55 million in savings over each full calendar year, since the introduction of the $1 discount on PBS patient copayment. $50.9 million in savings have been to concessional patients.
This legislated measure will be retained, unchanged, to ensure that patients can continue to access more affordable medicines.


Impact analysis
Option 1 – Take no action
This option involves letting the 6CPA lapse, in which case existing pharmacy dispensing remuneration would continue until the PBRT holds an inquiry to independently determine the Commonwealth Price. There would be a high level of uncertainty for pharmacy businesses about future income derived from PBS dispensing than under a CPA. 
Under this option separate funding arrangements could be pursued with relevant stakeholders for:
· adjustments to wholesaler mark-up arrangements, including introduction of a minimum wholesaler mark-up floor per PBS item supplied, and providing additional investment into the CSO Funding Pool; and
· ongoing investment in a range of pharmacy services aimed at supporting the safe and effective use of medicines.

Parties benefiting from these arrangements would include:
· community pharmacies in relation to remuneration for supply of PBS medicines albeit at a potentially lower level of government investment than under a new 7CPA;
· consumers in relation to maintenance of the cost of PBS medicines from approved pharmacies.
· all pharmaceutical wholesalers, including those participating in the CSO Funding Pool arrangements; and
· pharmacy owners and pharmacists engaged in the delivery of pharmacy programs, residents and staff of Residential Aged Care Facilities and eligible members of the public.

In the absence of a CPA, the Government may, through separate arrangements, fund professional pharmacy services that support patients, and fund pharmaceutical wholesaler arrangements that support timely and affordable access to PBS medicines, NDSS products and other aids and appliances, delivered through the CSO Funding Pool, supported by amendments to regulations (Financial Framework (Supplementary Powers) Regulations 1997) and existing contractual arrangements. Under these arrangements, patients would continue to be able to receive professional pharmacy services (such as Dose Administration Aids) and continue to have PBS/Repatriation PBS medicines dispensed to them at pharmacies; and pharmacists would continue to be paid for professional services and dispensing. These amendments would need to be made for arrangements to commence on 1 July 2020.
In the absence of a CPA any improvements to arrangements under the current 6CPA foreseen in negotiating a 7CPA could not be expected to be achieved with any level of certainty. A key issue would be a level drop-off in business confidence and investment across the pharmacy and pharmaceutical supply sectors in moving away from the certainty of a five year agreement on remuneration and other supported activities. 
If no action were taken by government in the absence of a CPA there would be:
· no increased investment for CSO Funding Pool arrangements and pharmacy programs; and 
· no inclusive formalised governance arrangements.

Option 2 - Extend the current arrangements, as operating prior to 30 June 2020.
This option would require reaching agreement with the Guild as co-signatory, to extend the 6CPA beyond 30 June 2020 for an agreed period of time. 
This option is discounted on the basis that the Guild having indicated its desire to negotiate a new 7CPA in preference to extension of existing arrangements under the 6CPA.
Those who would benefit from an extension of the 6CPA, including pharmacy owners, pharmacists and consumers, would not realise the benefits of increased investment, or broader more inclusive governance arrangements which would be possible under a new 7CPA.

Option 3 – a new five-year 7CPA
Establishment of a new 7CPA will continue activities as currently provided under the 6CPA, with increased investment by Government, supporting increased benefits for consumers, as well as the pharmacy sector.
In achieving a negotiated 7CPA with the Guild and other key stakeholders this option will realise each of the objectives outlined above.
Specifically, this will bring changes to current arrangements under the 6CPA with respect to: 
· Pharmacy remuneration structures and levels – to provide rebased values and growth rates to support ongoing remuneration over the course of the five-year 7CPA;
· Wholesaler remuneration arrangements – to make adjustments to wholesaler mark-up arrangements, including introduction of a minimum wholesaler mark-up floor per PBS item supplied, and providing additional investment into the CSO Funding Pool; 
· Pharmacy programs – to deliver an ongoing investment in a range of pharmacy services aimed at supporting the quality use of medicines, including the safe and effective use of medicines; and
· Governance arrangements – to provide a more inclusive level of representation across stakeholder groups in addition to the pharmacy sector.

Parties benefiting from these arrangements would include:
· community pharmacy owners and pharmacists in relation to remuneration for supply of PBS medicines and the delivery of pharmacy programs;
· pharmaceutical wholesalers, including those participating in the CSO Funding Pool arrangements; and
· consumers, in relation to maintenance of the cost of PBS medicines from approved pharmacies, and eligible members of the public, in relation to access to pharmacy programs.

Community pharmacies will be most directly affected by any changes to pharmacy remuneration. The specific parameters for the proposed changes to pharmacy remuneration have been negotiated with the Guild as specified in the National Health Act 1953 (Cth) as the representative of the community pharmacy sector.
Consumers will continue to be able to access medicines and pharmacy services. Consumers will also be affected by changes to pharmacy remuneration in relation to potential increases to medicines priced below the PBS general patient copayment where there is no pharmaceutical benefit paid by the Commonwealth. However, as the overall increase in pharmacy remuneration would be broadly consistent with indexation in the long-term, the impact on consumers will be marginal, being most notable at commencement of the 7CPA.
All pharmaceutical wholesalers will benefit from an increase to the wholesale mark-up floor for the supply of low-cost PBS medicines. The six wholesalers currently participating in the CSO Funding Pool arrangements will further benefit from an increase to the CSO Funding Pool. 
Some pharmaceutical manufacturers which have medicines with Special Pricing Arrangements or with a Brand Price Premium may also be impacted by increased costs due to the way these arrangements currently operate.
Changes to pharmacy programs will impact pharmacy owners and pharmacists engaged in their delivery, and eligible members of the public. Continuation of the 6CPA pharmacy programs in their current form from 1 July 2020 for the first year of the 7CPA will provide for implementation and transition activities for redesigned programs to be phased in from year two of the 7CPA. This approach will limit impacts on providers and community pharmacy from program changes.
The 7CPA will introduce broader and more inclusive governance arrangements including ongoing formal representation from key stakeholders including Aboriginal and Torres Strait Islander and consumer representative organisations, in addition to the Guild and PSA. Whereas this will be of immediate benefit, in terms of formal representation and consultation, as opposed to stakeholders not having had a role in the governance of previous CPAs, this may bring a level of administrative burden for certain stakeholders in maintaining a regular increased level of engagement. However, with regular stakeholder engagements likely to occur in Canberra this is expected to likely present little burden to the majority of representative groups (CHF, NACCHO etc) already having national representation in Canberra.



Incremental Costs Analysis
	Government
	Approved Pharmacists
	Pharmaceutical Wholesalers
	Consumers

	Option 1 – no CPA

	The impact of a PBRT determined Commonwealth Price is unknown, but may incur a cost if the PBRT determined a higher remuneration for approved pharmacists and pharmacy wholesalers.

	Uncertainty for pharmacy businesses.
The impact of a PBRT determined Commonwealth price is unknown, but may incur a cost if the PBRT determined a lower remuneration for approved pharmacists.
Potential costs of loss of access to funding and activity associated with pharmacy programs, which may be delivered through other delivery mechanisms depending on what programs would be established by Government.
	Uncertainty for wholesaler businesses.
[bookmark: _GoBack]The impact of a PBRT determined Commonwealth price is unknown, but may incur a cost if the PBRT determined a lower remuneration for pharmaceutical wholesalers.
There is no cost impact on the CSO Funding Pool as that can be established separately to the CPA.

	Uncertainty for consumers.
The impact of a PBRT determined Commonwealth Price is unknown, but may incur a cost in relation to under co-payment medicines if the PBRT determined a higher remuneration for approved pharmacists and pharmacy wholesalers.


	Option 2 – extend 6CPA

	Nil incremental cost as long as current arrangements are extended.
	Nil incremental cost as long as current arrangements are extended.
	Nil incremental cost as long as current arrangements are extended.
	Nil incremental cost as long as current arrangements are extended.

	Option 3 – negotiate a 7CPA

	Under a 7CPA Government contribution to pharmacy dispensing remuneration, professional pharmacy programs, and CSO and NDSS product distribution will be increased to $18.3 billion over five years.
	Nil incremental cost as approved pharmacists are receiving an agreed negotiated remuneration for their services under the PBS.
	Nil incremental cost as pharmacy wholesalers are receiving an agreed negotiated remuneration for their services under the PBS.
	Nil incremental cost to consumers for PBS subsidised medicines under a proposed 7CPA. The cost to consumers for medicines priced under the PBS general patient copayment may increase due to increases in pharmacist remuneration. However, this impact is likely be marginal, being most notable at commencement of the 7CPA.





Consultation
More than 110 consultation and negotiation meetings have been held to date, including two stakeholder roundtables, with national pharmacy, health and consumer organisations to inform the development of a 7CPA that will support improved affordability of and increased access to medicines and effective pharmacy services.
In addition to the Guild, the Department has consulted with the following groups on developing particular aspects of the 7CPA: Aged and Community Services Australia, Australian Association of Consultant Pharmacy, Australian College of Rural and Remote Medicine, The Australian Friendly Societies Pharmacies Association Inc, Australian Medical Association, Australian Private Hospitals Association, Catholic Health Australia, Chemist Warehouse Group, Chemotherapy Compounding Group, Consumers Health Forum of Australia, COTA Australia (Council on the Ageing), Generic and Biosimilar Medicines Association, Health Care Consumers Association, Leading Age Services Australia
The Medical Software Industry Association, Medicines Australia, National Aboriginal Community Controlled Health Organisation, National Pharmaceutical Services Association, The Pharmaceutical Society of Australia, Pharmacy Board of Australia, Primary Health Networks, Professional Pharmacists Australia, Royal Australian College of General Practitioners, and The Society of Hospital Pharmacists of Australia.
The Department has also convened a number of meetings with agencies across government including the Department of Finance, Department of the Prime Minister and Cabinet, Treasury, Department of Veterans’ Affairs and Services Australia, to discuss options and the approach being taken in development of the 7CPA.
The Department has rigorously negotiated with the Guild for over 10 months, toward achieving the proposed objectives for a 7CPA described above. All negotiations have been conducted, consistent with the Government’s agreed negotiation strategy. The 7CPA represents the best negotiated outcome achievable within the available funding envelope without impacting the sustainability of the community pharmacy sector.
Significant features of the 7CPA arising from these consultations have included:
· inclusion of the PSA as a co-signatory to the Agreement;
· more inclusive governance arrangements bringing a higher level of stakeholder representation to operation of the agreement;
· improved patient access to medicines information, including increased transparency about discretionary charges applied by pharmacies;
· restructure and reform the remuneration for wholesaling and distributing PBS medicines and the CSO Funding Pool arrangement for wholesalers;
· increased investment in Rural Pharmacy Maintenance Allowance to support greater consumer access to PBS medicines and pharmacy services in rural and remote locations; and
· improved access to medicines for Aboriginal and Torres Strait Islander people under pharmacy programs.



Preferred option
Government’s preferred option has been to establish a new 7CPA by 30 June 2020. The 7CPA document executed on 11 June 2020 between the Minister for Health, the Guild and the PSA is expected to achieve each of the following objectives for government, pharmacies and consumers:
· providing patients with greater access to medicines and advice about the quality use of medicines through a network of appropriately remunerated pharmacies across Australia;
· ensuring Australians have continued access to consumer-focussed pharmacy services, with minimised and transparent patient out-of-pocket expenses; and
· providing predictability of remuneration for pharmacies through a risk-sharing arrangement which recognises the many fixed operating costs for community pharmacies and which also provides certainty to Government.

Implementation and Evaluation
Implementation
Following agreement of the 7CPA with the Guild and PSA, to commence from 1 July 2020, the following implementation activities will be progressed:
· Change to pharmacy remuneration and wholesaler remuneration via PBRT determination
· prior to 1 July 2020.

· Implementation of a risk share arrangement for pharmacy dispensing remuneration 
· by 31 December 2020.

· Changes to PBS payment timeframes 
· by 30 June 2022

· Redirection of the Premium Free Dispensing Incentive fee into pharmacy dispensing remuneration 
· from 1 July 2020

· Transition of the Electronic Prescription Fee to direct payment arrangements with prescription exchange services
· by 30 June 2021

· Continuation and reprioritisation of existing community pharmacy programs 
· pharmacy programs to continue from 1 July 2020 with reforms to be implemented prior to 1 July 2021.

· Increase and restructure remuneration for pharmaceutical wholesalers and CSO Funding Pool arrangements 
· from 1 July 2020

· Improve transparency of pharmacy dispensing charges to consumers 
· to be developed in collaboration with the Guild by 31 December 2020

Evaluation
Appropriate oversight and assessment of Community Pharmacy Programs funded under the 7CPA will occur during the term of the 7CPA to ensure that the program outcomes continue to result in proper use of public resources. Such oversight will occur, at least in part, via the work undertaken by the Community Pharmacy Programs administrator.
The Department will undertake or commission an assessment of Commonwealth funded services under Community Pharmacy Programs during the 7CPA to identify and assess their outcomes, efficiency and effectiveness. Such an assessment could include seeking patient feedback.
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