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I ntroduction

On 5 October 2005, the Senate, on the recommendation of the Selection of Bills Committee,
referred the provisions of the above Bill to the Community Affairs Legislation Committee for
inquiry and report by 1 November 2005.

The Committee has been asked to examine the provisions of the Bill relating to increasesin
the Pharmaceutical Benefits Safety Net thresholds and the new Safety Net and patient co-
payment arrangements for some pharmaceutical benefits where the pharmaceutical benefit is
supplied within 20 days of a previous supply to determine implications for access and equity
in relation to medicines for all Australians.

Increase in PBS Safety Net thresholds

(&) Need for increasein PBS Safety Net thresholds

The Pharmaceutical Benefits Scheme (PBS) Safety Net plays an important role in helping to
limit out-of-pocket expenses for people who need alarge number of medicines.

The Safety Net thresholds work in conjunction with patient co-payment amounts to limit the
cost to patients for individual prescriptions and also to limit total expenditure for individuals
and families for PBS medicines. These mechanisms also have arole in ensuring that people
accessing PBS medicines contribute afair and reasonable amount to the cost of those
medicines, in line with their treatment needs and ability to pay.

The cost to a patient for a PBS medicine is often only afraction of the actual total cost. Increases
in the cost of the PBS have meant that the relative contribution of patient payments as a proportion
of total PBS costs has fallen from around 20% in the early 1990’ s to 16.4% in 2004-05.

The incremental increases in the Safety Net thresholds will result in a gradual adjustment
over four years which will help to rebalance the way costs for the PBS as a taxpayer-funded
scheme are shared between the government and individuals. The on-going benefits of the
PBS Safety Net will continue to protect individuals and families.

Increases in the PBS Safety Net have occurred in the past. Since the introduction of the PBS
Safety Net in 1986, thisis the fifth time that an adjustment other than indexation has needed
to be made. Thistype of periodic adjustment reflects acommitment to responsible
management of the PBS and to keeping the PBS both accessible and affordable for
individuals and the community into the future.

(b) Similar method of PBS Safety Net adjustment for all patient categories
The general and concessional Safety Net thresholds will be increased by the value of two patient
co-payments in addition to the usual annual indexation according to CPI, each year for four years.

For general patients, thiswill mean that the current Safety Net threshold of $874.90 will
increase by the equivalent of two indexed co-payments (currently $28.60) on 1 January of
each year until 2009. By 2009, the general Safety Net threshold will include eight additional
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co-payments. For concessional patients, the Safety Net will increase by the equivalent of two
co-payments each year from 52 prescriptions currently ($239.20) to 60 co-payments by 2009.

The change to the concessional threshold will apply also for veterans under the Repatriation
Pharmaceutical Benefits Scheme.

There is no change to the way co-payment charges are reduced after the Safety Net threshold
isreached. For concessionals and Repatriation patients, the co-payment for medicines
supplied on the Safety Net will continue to be free. For general patients, the co-payment for
medicines supplied on the Safety Net will reduce to the concessional co-payment amount.

New Safety Net and co-payment arrangementsfor supply within 20 days of
some PBS medicines

(a) Effectsof, and need for, the proposed changes

The proposed new arrangements to reinforce Safety Net and co-payment arrangements for
some PBS medicines (the ‘ Safety Net 20 day rule’), support the responsible use of PBS
entitlements by discouraging people from obtaining supplies of medicines earlier than they
are needed. The changes are necessary because Safety Net entitlements can act as an
incentive to obtain additional supplies of medicines early at the reduced Safety Net rate. The
Safety Net 20 day ruleis expected to assist in reducing the “stockpiling” of PBS medicines
that occurs towards the end of each calendar year when many people reach the Safety Net.

The effect of the new Safety Net arrangements will be that, from 1 January 2006, resupply of
some PBS medicines within 20 days of a previous supply of the same medicine for the same
person will fall outside Safety Net entitlements. |If a medicine subject to the new ruleis
resupplied within 20 days of a previous supply of the same medicine:

e The co-payment will not count towards the Safety Net threshold tally; and

e |f the threshold has been reached, the usual copayment amount, not the reduced
Safety Net co-payment amount, will apply.

This measure supports access to PBS medicines. It does not prevent supply at the subsidised
rate — even where additional supplies arerequired. The financial effects are modest. The
changes will not stop people obtaining the medicines they need.

The new Safety Net ruleisalogical extension of the Regulation 25 “Immediate Supply”
provision which has been in place for around 10 years. Regulation 25 isintended to ensure
that pharmacists resupply medicines early only when genuinely required.

Under the existing PBS rules, repeat supplies of most medicines for long-term therapy cannot
be obtained within 20 days of a previous supply. However, Regulation 25 allows the
pharmacist to dispense a prescription as an early PBS subsidised resupply (within 20 days)
where thereis agenuine need (ie. if the medicine has been destroyed, lost, stolen or is
required without delay for the treatment of the person).
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When the Safety Net 20 day rule comes into effect, the pharmacist will still need to ensure
that Regulation 25 is satisfied before proceeding with an early supply.

The proposed amendment supports Quality Use of PBS Medicines by discouraging
stockpiling, reducing wastage, and reducing risks associated with excess medicinesin the
community. It isasensible way to encourage responsible use of PBS entitlements.

(b) Effectsfor consumers

The Safety Net 20 day rule results in there being no financial advantage in obtaining excess
early supplies asthere is no benefit for the Safety Net tally, and the co-payment is the same
asit would otherwise be without the Safety Net. This removes the incentive to obtain extra
PBS medicines for the purpose of accessing Safety Net benefits. Patients will achieve the
best value for PBS co-payments by complying with entitlements.

Many people will already be familiar with the existing PBS rule that repeat supplies of some
medi cines cannot be obtained within 20 days, unless the circumstances meet requirements
under the “immediate supply” provisons. The new ruleisvery similar in many respects —
except that an early repeat supply made as an “immediate supply” will fall outside Safety Net
entitlementsif the drug is one that is subject to the new 20 Day Rule.

Pharmacists will be able to assist consumers with specific enquires regarding the medicines
they aretaking or if the need arises for an additional or early resupply of a medicine.

(c) Roleof pharmacists and doctors

Pharmacists, doctors and consumers will be provided with clear information prior to the
changes coming into effect.

The introduction of the Safety Net 20 day rule should largely be seamless for the pharmacist
because there will be no change to the operation of Regulation 25.

e Pharmacy software will adjust the Safety Net accrual and the patient charge
automatically.

e Pharmacists do not need to remember which drugs are subject to the Safety Net 20
day rule. The drugs subject to the new rule will be flagged within the pharmacy
software and the appropriate dialogue box prompts will be displayed automatically as
part of the dispensing process.

No doctor’ s consultation is required for patients to access additional quantities of medicines
viathe “immediate supply” provisions. Pharmacists can make these supplies on repeat
prescriptions where they are genuinely needed.

The pharmacist's interaction with the consumer should not be significantly different from that
currently, when early supply of amedicineisrequested. The pharmacist will need to ensure
that the consumer is aware of the implications when an early supply of their medicine falls
outside Safety Net benefits.
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There is no reason why people with chronic conditions will be worse off under the new
Safety Net rule. People who use alarge number of medicines or who are prescribed higher
than usual dosages, should not usually need to have additional prescriptions dispensed to
meet their treatment needs. Where more than the standard PBS quantity of amedicineis
required, approval to prescribe alarger quantity can be requested by the doctor so that repeat
prescriptions can be obtained at the usual interval and for the usual patient co-payment. As
part of the communication strategy for the Safety Net 20 Day rule, doctors will be reminded
of the need to obtain authority approval from Medicare Australia, if alarger quantity of a
medicine isrequired for a patient’ s dosage needs.

Under the existing Regulation 24 provision, a doctor can endorse a prescription at the time of
writing so that the original and all repeats can be dispensed at the one time, if that is
necessary for the patient due to distance from a pharmacy or chronic illness, and hardship in
obtaining repeats on separate occasions. For example, doctors can use Regulation 24 for
prescriptions for people who live or work in remote areas.

There will be no change to the operation of Regulation 24. Supply of multiple repeats of a
prescription on the same day as the original under Regulation 24 will not be affected by the
new Safety Net rule.

(d) Medicinesinvolved

The Safety Net 20 Day rule will apply only to medicines for long-term therapy. It isnot
intended to apply to all PBS medicines. It will not apply to medicines such as morphine;
palliative care medicines; chemotherapy medicines; Section 100 items (eg. medicines for HIV);
or medicines for acute conditions or short-term use (eg. antibiotics for acute infections).

The Safety Net 20 Day rule will only apply where the same PBS item (any brand) is
resupplied early for the same person. This means that where the doctor writes a prescription
for the same medicine but for a different dosage or formulation (eg tablets instead of a
liquid), there will be no financial penalty to the patient from the supply of both prescriptions
within 20 days even where the medicine is one that is subject to the new rule.

The Pharmaceutical Benefits Advisory Committee will provide expert advice to ensure the
new rule applies only to medicines whereit is appropriate.

(e) Repatriation Phar maceutical Benefits Scheme (RPBS) and phar maceuticals
supplied in hospitals

The Safety Net 20 Day rule will apply to the RPBS where the medicine supplied is the same
asaPBS-listed medicine. There are no RPBS-only medicines listed only for veterans that
will fall under the new rule.

The new rule will not apply to prescriptions originating in a hospital or day hospital facility.

PBS medicines prescribed in private hospitals, discharge prescriptions from participating
PBS-Reform hospitals, and outpatient medications at public hospitals will not be affected.
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