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A guide for pharmacy contractors
[bookmark: _Hlk34644779]We have paid English pharmacies almost £3.5 million in out of pocket (OOP) expenses between April 2023 and March 2025. This is where pharmacy contractors have claimed for expenses incurred when obtaining eligible products. 
This guidance will help you claim appropriately for out-of-pocket (OOP) expenses. It explains how to demonstrate that your claims align with the Drug Tariff and shares good practice. 

Summary
You can claim OOP expenses in exceptional circumstances, where costs or expenses in excess of 50p per item were incurred when obtaining eligible drugs or appliances for dispensing against NHS prescriptions.

As per Drug Tariff  Part II, Clause 12,  the following three cumulative conditions must be met before you submit an OOP expense claim:
1. There must be ‘exceptional’ circumstances for a claim.
2. Claims must be for items that you are not required to frequently supply 
3. You have taken all reasonable steps to avoid claiming OOP expenses
These are further defined in the Post Payment Verification section below. 

What can be claimed as an OOP expense?
Claims for OOP expenses must be over 50p. You can only claim actual costs incurred when obtaining specific items to fulfil NHS prescriptions. Examples of expenses that can be claimed include:
· postage and packaging
· shipping and handling costs
· cost of phone calls to manufacturers or suppliers to order products.
We recommend that you hold suitable evidence to validate the costs incurred when obtaining eligible products, including documentation that supports the circumstances leading to your OOP expense claim, and that any costs incurred can be linked back to an order for a specific product listed on an NHS prescription. 
Tip: There is no specified claim amount for OOP expenses: each claim must be over 50p and reflect the actual costs incurred when obtaining an eligible drug or appliance. 
Note: There is an exception for Cefuroxime 5% preservative-free eye drops where we automatically apply an additional fixed £50 OOP expense payment without the need for ‘XP’ or ‘OOP’ endorsement. Other applicable fees and allowances will continue to be paid as usual.



Table 1: Product eligibility for OOP expenses
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	· Category C drugs listed in Drug Tariff Part VIIIA
· Readily available products not listed in Drug Tariff Part VIII (including ACBS products)
· Appliances listed in Drug Tariff Part IXB and Part IXC
	· Drugs listed in Category A and M, Drug Tariff Part VIIIA
· All unlicensed specials and imports, including those in Drug Tariff Part VIIIB and Part VIIID
· Appliances listed in Drug Tariff Part IXA and Part IXR



Claiming OOP expenses
To make a claim for OOP expenses, the prescribed item must be endorsed with the:
· initials ‘XP’ (EPS) or ‘OOP’ (FP10 paper prescription)
· claim reasons, for example - handling costs
· total amount being claimed expressed in the following format £12.34 or £0.99 – see Endorsement guidance | NHSBSA


Tip:
You:
· can only claim for an OOP expense once to cover the complete pack size
· should not claim for OOP expenses again for the same pack if the remaining balance is used towards a future dispensing episode.


Post Payment Verification

NHS England (NHSE) requested that we review OOP expense claims within their Post Payment Verification (PPV) activity. We engage with selected contractors regarding their OOP expense claims and request evidence to support that the claims meet the Drug Tariff’s three conditions listed previously. 

Upon completion of the first PPV phase of OOP expenses, some cases were appealed and considered by NHS Resolution (NHSR). Those outcomes have led to several key findings including:

· Drug Tariff Part II Clause 12 makes it clear that you must meet the three cumulative conditions when claiming for OOP expenses. NHSR has confirmed that all must be met for an OOP expense claim to be made correctly.
· "Exceptional circumstances" can be read more widely than simply supply frequency, to encompass other circumstances that may make such ordering very unusual. "Exceptional" indicates that such circumstances are ‘very’ unusual rather than simply unusual.
· If circumstances persisted for a prolonged period, then this would cease to be exceptional. NHSR confirmed that this would then become the ‘normal’ circumstances in which the pharmacy was operating.
We recommend that you capture and retain evidence that detail specific circumstances as to why OOP expenses were claimed, as this may be requested if claims are reviewed as part of a PPV exercise. Whilst purchase invoices show the finances behind transactions, they do not provide the evidence that OOP expense claims meet the three conditions outlined in the Drug Tariff. Invoices also do not provide any information as to what reasonable steps were taken by the pharmacy contractor to avoid incurring additional costs. This is important to note when providing evidence in support of an OOP expense claim.
Tip:
If you have incurred OOP expenses for consistent charges and you frequently supply the items, it may not meet the three cumulative eligibility conditions for OOP expense claims. Any consistent OOP expense claims for the same item could be investigated as part of the Provider Assurance activity requested by NHSE.   

Outcomes

We conducted PPV on OOP expense claims submitted between August 2018 and January 2021. By working with the contractors to review their OOP expense claims made over this period, we identified that 14,179 OOP expense claims submitted by selected pharmacy contractors did not meet the three cumulative conditions outlined in the Drug Tariff. As a result, nearly £600,000 was recovered from fifty contractors for the period reviewed. 
Some cases were referred to the NHSE local Regional Pharmaceutical Services Regulations Committee (PSRC) for review. In all cases referred, the PSRC found that the claims identified did not meet all three cumulative conditions stated in the Drug Tariff. As a result, PSRC took the decision that the full value of the OOP expense claims in these instances should be recovered.  Where contractors appealed these decisions with NHSR, all appeals submitted in relation to OOP expense PPV were dismissed (information correct as of December 2025). 
Tip:
Analysis from the OOP expenses PPV work highlighted a large variation in OOP expenses charged by different suppliers. In these instances, we may investigate directly with contractors why their OOP expense claims for items are significantly higher than those claimed by other contractors. You are advised to retain all evidence demonstrating how your OOP claims meet the three cumulative conditions for OOP if we request these.
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