GPC Guidance on PMS Superannuation 

No national agreement has been reached on superannuation issues. The NHS Pensions Agency issued very limited guidance on PMS pilots in March 1998 but nothing since then. The subsequent Department of' Health guidance has been limited and unclear. We have made intensive efforts in recent months to obtain further information. These efforts culminated in a letter dated 23 October 2000 from the NHSE's Head of General and Personal Medical Services to the GPC Chairman. That letter states: 

	"We are aiming for a merged contractual framework between local PMS contracts and the national GMS contract. Under such a system, we envisage that consistency of pension arrangements will be maintained as far as possible across both types of contract.
We have often said that independent contractor status is not at risk under PMS. It therefore follows that the "contractor" pension arrangement must continue and any GP switching between GMS and PMS should be able to maintain that status when appropriate….
PMS arrangements are currently in a pilot phase. There are issues that arise through piloting that we wish to address in permanence.
Clarification of pension arrangements is one such issue and we will work with you to ensure that arrangements under permanence are effectively developed and successfully implemented." 


What follows is our current understanding of the position, but this could change. 

Calculation of pension 

The NHS Pension Scheme has two methods of pension calculation: 

	
	Salaried doctor pension calculation method 

	
	1/80th of final salary for each year of service i.e. a 1.25% accrual rate. 

	
	Self-employed GP pension calculation method 

	
	1.4% of career earnings ( dynamised ( i.e. uprated ) each year in line with the Review Body awards 


All other things being equal, the self-employed accrual rate is therefore 12% higher than the salaried accrual rate (1.4% compared to 1.25%) 

Salaried GPs (other than assistant practitioners) 

· If salaried before entering the pilot. 

The salaried pension calculation method will apply during the pilot. 

· If self-employed before entering the pilot. 

The self-employed calculation method applies for the duration of the pilot. 

· Similar considerations are expected to apply when a PMS arrangement becomes permanent, but this is subject to further discussion with the Department. 

· Superannuable income should be the PMS, or PMS +, income actually earned by the doctor. 

Assistant practitioners 

The self-employed calculation method will continue for the duration of the pilot. It is also expected to continue when the pilot becomes permanent, but this is subject to further discussions with the Department. 

Self-employed GPs 

· The self-employed calculation method will apply during the pilot 

When the pilot becomes permanent the self-employed method will continue to apply if the doctor opts to stay self-employed. The salaried method is expected to apply if the GP opts to become salaried, but this is subject to further discussion with the Department. 

· If a self-employed GP decides to become salaried when the pilot becomes permanent, and if the salaried calculation method is used, the self-employed pension will be preserved in the pension scheme and will increase in future in line with the Retail Prices Index ( RPI ). It will not be dynamised i.e. increased in line with the Review Body awards, as it would be if a GP retained self-employed status. Dynamising has historically produced a better result than RPI increses and therefore a potential pension loss arises. Additionally, as the GP pension accural rate is 12% higher than the salaried accrual rate ( see above ) there is a further potential loss on switching to salaried. 

· When entering the pilot a contract needs to be negotiated with the provider. A key factor in this will be how the level of superannuable income is determined. Under GMS, GPs have three types of income for superannuation purposes : 

	Group 1 - 
	Non-superannuable payments, consisting solely of the reimbursement of expenses 

	Group 2 - 
	Fully superannuable payments 

	Group 3 - 
	Partly superannuable payments: these are treated as consisting partly of net income and partly reimbursement of expenses. 


In Group 3, the expenses element is set nationally and applies to all GPs. It is currently 34.5% i.e. 65.5% of Group 3 payments are superannuable. 

In agreeing a contract with their PMS provider, GPs may wish to negotiate, with the assistance of their accountants, whichever of the following provides a better outcome: 

	( a ) 
	Superannuable income based on the previous GMS figures where the Group 3 expenses element was set nationally. 

	( b ) 
	A new superannuable income level based on the actual expenses of the GP's practice under each item of Group 3 


Example of Group 3 expenses calculation 

	Group 1 payments 
	£30,000 

	Group 2 payments 
	£10,000 

	Group 3 payments 
	£70,000 

	Total practice income 
	£110,000 

	Assume practice profits are 
	£60,000 

	Total practice expenses are therefore 
	£50,000 

	Less Group 1 expenses 
	£30,000 

	Group 3 expenses 
	£20,000 


£20,000 is 28.6% of £70,000 ( total Group 3 Payments ). 

Therefore 28.6% is the expenses element of Group 3 and 71.4% of Group 3 income is superannuable ( compared to the current national figure of 65.5% ). 

Items are categorised into Group 1, 2 and 3 items as follows: 

Group 1: Non-superannuable payments 

Payments and notional reimbursements under the schemes for rent and rates for practice staff ( NB This includes the salary and on-cost of any employed doctor )
Locum payments under the scheme for additional payments during sickness and confinement
Proglonged study leave locum payments
Locum payments for single-handed rural GPs attending courses. 

· Associate allowance 

· Payments under the doctors' retainer scheme 

· Net ingredient cost, container allowances and VAT paid in respect of the supply of drugs and medicines 

· All payments (except the trainer's grant) made in respect of a GP registrar 

· Payments under the out-of-hours development scheme 

Group 2: Fully superannuable payments (100%) 

· Seniority allowance 

· Training grant under the trainee practitioner scheme 

· Target payments 

· Additions to basic practice allowance for practice in a designated area 

· Inducement payments 

· Initial practice allowance (types 1 and 2) 

Group 3: Partly superannuable payments 

· Basic practice allowance (BPA) 

· Standard capitation fees 

· Deprivation fees 

· Maternity medical service fees 

· Contraceptive service fees 

· Payments for temporary residents and immediately necessary treatment 

· Fees for emergency treatment, dental haemorrhage arrest and anaesthetic fees 

· Night visit fees 

· Capitation addition for out-of-hours cover 

· Dispensing fees, on-cost, oxygen therapy service rental and fees paid for supply of drugs and appliances 

· Postgraduate education allowance 

· Registration fees 

· Child health surveillance fees 

· Minor surgery sessional fees 

· Payments for health promotion programmes and chronic disease management 

· Rural practice payments 

· Fees for vaccination and immunisation carried out for reasons of public policy. 

PMS + Superannuable income 

This will include include income previously superannuable under GMS plus new income from the + element including some income arising from services previously covered by the Hospital and Community Health Services budget. 

The NHS Injury Benefit Scheme, which is separate from the NHS Pension Scheme, provides benefits to any doctor who suffers a loss of earning ability as a result of an injury or illness attributable to NHS duty. PMS GPs will be covered by the Injury Benefit Scheme, except for doctors employed temporarily to cover absences. 

Dispensing fee and on-cost payments 

The Department of Health has issued guidance in this area, which can be summarised as follows. 

Where a pilot undertakes both PMS and practice dispensing under Part 1, the level of superannuable income needs to be agreed with the PMS provider. 

On-cost payments and dispensing fees are treated as partly superannuable under GMS (see Group 3 above) and should continue to be treated in that way. 

Scotland, Wales and Northern Ireland 

The same pension scheme regulations apply in Wales as in England. The separate Scotland and Northern Ireland pension scheme regulations have been amended in a similar way to the England and Wales regulations to allow for the superannuation of doctors working in PMS. We therefore anticipate that the superannuation position as described above will apply in all four countries. 

