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2017/2018 contract
changes
In recent years most of my GP
Practice clients have continued to
see their core NHS income increase
year on year. However for many
this has not kept up with increases
in overheads and staff costs, and
so net profits have generally been
reducing other than where there
have been changes in the mix of
GP partners, salaried GPs and nurse
practitioners.

applied. Please note that some of my PMS practice clients in
and around London and other parts of the country have not
yet started a transfer back to PMS.
QOF
The QOF £ per point for the ‘average’ sized practice has
increased from £165.18 to £171.20. This reflects the fact
that the list size for the average practice has increased from
7,460 to 7,732 and so in practice if your list size and disease
prevalence are the same then you will receive the same
amount per point in 2017/18 as in 2016/17. This is because
your individualised weighted £ per point is calculated using
your practice list as a proportion of the latest national
average.
The maximum number of points available remains the same
at 559. This will be the third year at this number, although
a number of my clients have seen reduction in their overall
QOF income as a result of the prevalence factors.
Seniority

In 2016/17 there have been signs of profit increases for a
number of my clients and so will changes in the 2017/18
contract help this trend to continue? The overall news is a
1% pay uplift and I summarise some of the main individual
financial changes below:
Global sum
The global sum £ per weighted patient is increasing from
£80.59 to £85.35. Part of this increase includes redistributed
money from the continued phasing out of MPIG and
seniority. It also includes £2.87 per patient that was
previously paid as the avoiding unplanned admissions DES
that has now been withdrawn.
2016/17 was the first year of a phased transition back to
GMS for a number of my PMS practice clients. Although
illustrations provided a couple of years ago showed the
expected level of year on year reduction in their incomes,
in practice most have continued to see net increases. This
is partly due to the global sum being £80.59 for 2016/17
whereas the original illustrations were based on the global
sum of £78.33 at the time. It will be interesting to see
whether their global sum/PMS income shows a net increase
again in 2017/18 when the second transition reduction is
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As mentioned above this continues to be phased out, but
those GPs still eligible for it will continue to move one
year up the scale which lessens the impact of the phased
reduction.

CQC fees

Learning disabilities DES

There is a significant increase in the CQC fee cost for
2017/18 but this will now be reimbursed in full. I understand
that practices will need to claim a specific reimbursement
and so there may be a cash flow timing issue if there is a
delay between payment and reimbursement.

Health check payments are being increased from £116 to
£140

Professional indemnity costs
A payment of 51.6p per patient (actual not weighted) was
paid in March or April 2017 for 2016/17, and a further
payment is due for 2017/18. This is to reflect the above
inflationary increases in indemnity fee costs in recent years,
and is expected to be used for the increases incurred by
salaried GPs and locums as well as GP partners. Practices
who pay their salaried GP’s indemnity costs will be able
to keep all of the funding. Those who don’t will need
to consider how to pay their salaried GPs a share of this
income. It is possible that locums may try to increase their
rates to reflect this subject to the local market.
Employers pension contribution rate
The employer contribution rate has increased from 14.3% to
14.38%. This will increase not only the GP partner employer
pension costs but the amount that the practice pays for its
salaried employees as well.
Sickness cover reimbursement for GPs
Practices will now be entitled to sickness cover
reimbursement of up to £1,734 per week whereas
previously this has been discretionary. The payment can
be claimed after a GP has been absent for two weeks. This
will not cover the cost of using a locum but will still be a
welcome contribution.
If you have a locum or sickness policy then it may be worth
reviewing the level of cover that you have in case this can be
lowered resulting in a reduction in premiums. There is often
a cap on the amount that a locum policy pays out which is
lowered as a result of any funding provided by the NHS/CCG.
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Most of the above will result in welcome increases in your
NHS income and funding. Many of my clients are also
looking at other ways of maintaining/increasing profitability
such as:
•

•
•
•

How to replace retiring and departing GP partners/
utilise the workforce more effectively (e.g. employing
salaried GPs, nurse practitioners, paramedic
practitioners and pharmacists)
Cost sharing agreements with other practices and
Federations
Collaboration agreements with other practices (sharing
specialist nurse and GP skills across the patch)
Mergers
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Locum tax changes: what
you need to know
In April this year new IR35 rules were
implemented which could mean
that locum GPs operating through a
limited company may face an extra
tax charge. This will generate work
for all GP practices that engage
locums.
What is the change and why is it changing?
The IR35 rules came into law in 2000 and were revised
in 2011 to take away the tax advantages for individuals
operating through a limited company where the nature of
the relationship was more like that of an employee.
Up until now the onus was on these individuals, such as
GP locums, to decide whether the rules applied to them.
This has historically been largely unsuccessful in the
Government’s eyes. The change coming into force means
that it will become the responsibility of GP practices (who
are deemed to be public bodies for the purpose of this
legislation) to decide whether the IR35 rules apply to the
locums they engage, even those engaged via an agency.
What effect will this have on GP practices and the
locums themselves?
GP practices would have never had to consider these rules
before.
From April 2017, however, when a locum provides services
to a GP practice through their own limited company, also
known as a personal service company (PSC), the practice will
need to check whether the rules apply.
If a locum falls within the legislation then the practice
must deduct 32% from the payment to the PSC (and pay
that to HMRC) – this comprises basic rate tax at 20%, plus
employee’s National Insurance Contributions (NICs) at 12%.
The practice must also pay any employer’s NIC to HMRC.
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This would be done through the payroll system by
essentially setting the locum up as a new category of
employee called an ‘off payroll worker’ which does not come
with the same rights as an employee. The locum should keep
track of the tax and NICs deducted at source and adjust their
tax return to get credit for the tax paid,.
How do practices find out if the rules apply?
There is an online tool https://www.gov.uk/guidance/checkemployment-status-for-tax which practices need to use to
test if locums should be treated as falling within the IR35
rules.
The toolkit takes practices through a series of questions
and it is essential that these are answered accurately. A
number of users are reporting that on using the tool the
result is given as ‘Unable to determine the tax status of this
engagement’. In this instance practices should seek advice
from a specialist accountant or contact the HMRC IR35
helpline to get a determination.
On unravelling the questions used throughout the tool
there appear to be a number of key answers which affect
the outcome. The most important of these is:

‘Would the end client (that is the GP practice) accept the
worker’s business sending someone else to do this work
instead?’
If the answer is ‘yes’ and if the locum company would have
to pay the substitute worker, then the online tool quickly
reveals that the IR35 legislation does not apply. This is even
if the locum company has never substituted someone else
to do the work in the past.
Another key question is:
‘What items does the worker have to buy for this
engagement that they can’t claim as an expense from the
end client or an agency?’
If the answer here is ‘Vehicle – for work tasks, not
commuting’, that is, using their company’s car for home
visits to patients, then the toolkit again answers that the
legislation does not apply.
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If the answer to this question is instead entered as ‘not
relevant’, then the tool comes back with the answer that it is
unable to determine the tax status from the answers given.
If the online tool confirms that IR35 rules do not apply, then
the practice must keep evidence to prove this. HMRC has
confirmed that keeping a printout of the online tool result
would be sufficient evidence for this purpose.
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Successful succession needs
smart planning
Succession: “A number of people or
things of a similar kind following one
after the other”. This Oxford English
Dictionary definition of succession
seemed so appropriate that I thought
it would make a good starting point.

The above three options, structured appropriately, could
enable the exiting partner an opportunity to continue
performing sessions on a reduced basis if this was desirable.
Allowing the contract to lapse (ie a single hander)
This would lead to either a dispersal of the patients to
neighbouring practices, or the contract may go out to
tender. This is usually the least desirable option and may
even lead to a large redundancy figure to settle by the
outgoing GP.
Exodus meets recruitment crisis

The succession we are considering here is that of a GP who,
having served the community for many years, now finds it
time to hand their patients to a new custodian.
With careful preparation and planning, succession cannot
only be a means of exit but also a great opportunity for the
next generation of GPs.
Succession takes many forms:
Passing the contract on to another GP partner
Whether this is a single hander entering into partnership for
the first time to effect an exit, or a GP partner relinquishing
their partnership share, this is the familiar route historically.
Merger
Figures released by NHS England under a freedom of
information request suggest that practice mergers are
becoming much more prevalent now. This appears to be the
way Government intended delivery of primary care at scale.
Given the right ingredients, a merger can be a good option
for many in the current environment. Nationwide there are
a number of GP practices consolidating and many GPs will
be familiar with those acquisitive practices operating in their
area.
Passing the contract to a private specialist company
The most notable here being Virgin Care. Once the move
has been made to migrate from the GP partnership model
there does not appear to be an easy route back in the
future. Usually this option is considered if the first two
options have been exhausted.
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A BMA survey from April 2015, sampling 15,560 GPs,
showed that one third of GPs are considering retirement in
the next five years and one fifth of new trainees are heading
abroad.
A glut of retiring partners looking to recruit from a smaller
pool of potential successors means that only the most
attractive of practices will be considered suitable to the next
generation.
A new partner will need to be convinced that becoming a
partner at your practice is a good idea.

Some considerations for incoming partners would include
the patient list (size and demography), how solid the
organisation is structurally (ie administratively and clinically),
perhaps the age and condition of the building and certainly
the profitability of the practice.

They still need to give 28 days notice to the PCO or NHS
England who will need to confirm the suitability, in writing,
of the incoming partner. This is not usually an issue if the
new partner is on the performers list and not subject to any
sanctions.

Other factors which make a practice more attractive such as
modern computer systems and perhaps the ability to offer
of flexible working hours during the changeover could be
the difference between finding a successor or not.

This is not so for a single hander holding a PMS contract as
the taking on of a new partner is deemed to be a variation
of the contract, the PCO would need to approve the change
and they are not obliged to agree to it. Working with the
appropriate LMC is therefore imperative in this case.

On the profitability front, taking note of the benchmarking
available to AISMA accountants and taking action to remedy
any profitability issues will be of utmost importance.
Incoming partners will need to be shown the opportunities
for them, looking further than just the extra responsibilities
and loss of employment security (or locum flexibility).
They will need to be shown that as a GP partner there is also
influence over the organisational and clinical direction of
the practice in a way that is not achievable without being a
partner, coupled with the ability to increase earnings at the
right practice.
GMS vs PMS contracts

If a new partner is to be used to effect an exit of a single
hander GP then the partnership agreement will be of
utmost importance to set out the basis on which the
contract is to be handed over, and to what time-scale.
If there is an existing partnership, whether GMS or PMS, the
partnership agreement is a very powerful document when a
partner retires.
It will determine the necessary notice period and what
happens in other areas such as the distribution (or recovery)
of a partner’s capital account balance. It should also cover
what happens in the event of a clawback of seniority for a
GP if this occurs after retirement.

It is important to recognise the differences each contract
brings when it comes to passing on the contract.
Taking single handers first, it is the case currently that a
single hander holding a GMS contract has the automatic
right to take on an additional partner.
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Action points
Plan ahead - perhaps up to five years in advance of a
succession event. Monitor the profile of patients and
the capacity to service them.
Make your practice attractive - deal with any
profitability issues and maximise QOF points. Perhaps
consider the effectiveness of branch surgeries as part
of this process.
Value the property - consider obtaining an up to
date property valuation to recognise the cost that a
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potential new partner (or fellow partners) may incur on
your retirement.
Avoid tax traps - particularly for those partners who
own a share in the property and wish to sell it on.
Getting the timing wrong could mean a tax liability on
any increase in property value at 20% instead of a much
more favourable 10% rate.

Restricted pensions annual
allowance for GP’s earning over
£150,000 (£110,000)
•

•
•

•

•

•

The concept of “Threshold income” is broadly the same
as net taxable income and if this is less than £110k then
no further calculations are required and the full £40,000
of pensions annual allowance is available for the year.
If Threshold income is over £110k then the pensions
growth must be added to see if the total exceeds £150k
The pensions growth figure can be calculated, or
obtained from the NHS Pensions Agency after they
have received your superannuable income figures for
the year in question.
If the total (Adjusted income) exceeds £150k then £1
of annual allowance is lost for every £2 over £150k
the figure is, up to a maximum of £30k. This means
that the pensions allowance can be as low as £10k as a
minimum.
Per the example below, the Adjusted income is
£172,940 and so £11,470 of allowance is lost from the
initial £40,000 allowance.
Because the Annual Allowance for the NHS pension
is not the same as the contributions made in the year,
it is only when pension growth is known that the full
calculations can be performed

Less: NHS superannuation contributions
(Er 14.3% and Ee 14.5% on £120k)

(£34,560)

Threshold income (if < £110k then no
further calculations)

£125,440

Add: Growth in pension for AA purposes
(Calculated) say…

£47,500

Adjusted income

£172,940

Annual allowance for the year = £40,000 less 50% x (172,940
– 150,000) = £28,530
AA pension excess chargeable to tax (if no carry forward
from earlier years) = £47,500 - £28,530 = £18,970
Tax on excess = 40% x £18,970 = £7,588 (scheme pays may
be available)
This is an indicative example based on what many GPs may
face.
There are a huge number of variables which affect these
figures, including the September CPI figures which will have
an impact on the pensions growth figures each year.
If you would like to find out more then please contact a
member of our Healthcare Team.

Taxable Income
Partnership profit share (say £120k of
which is NHS superannuable)

£140,000

Add: Other income (rental profits, bank
interest…)

£20,000
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Contact us
James Gransby

Steve Cosford
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sector group
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E: james.gransby@mhllp.co.uk
T: +44(0)1622 754033

E: steve.cosford@mhllp.co.uk
T: 01604 222 509
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Contact your local office
Bedford

Leicester

Northampton

Equipoise House
Grove Place
Bedford
MK40 3LE
T: +44 (0)1234 268761
E: bedfordinfo@mhllp.co.uk

11 Merus Court
Meridian Business Park
Leicester
LE19 1RJ
T: +44 (0)116 289 4289
E: leicesterinfo@mhllp.co.uk

Peterbridge House
The Lakes
Northampton
NN4 7HB
T: +44 (0)1604 624011
E: northamptoninfo@mhllp.co.uk

Birmingham

London City

Peterborough

Rutland House
148 Edmund Street
Birmingham
B3 2FD
T: +44 (0)121 236 0465
E: birminghaminfo@mhllp.co.uk

New Bridge Street House
30-34 New Bridge Street
London
EC4V 6BJ
T: +44 (0)20 7429 4100
E: londoncinfo@mhllp.co.uk

1 The Forum,
Minerva Business Park
Lynchwood
PE2 6FT
Telephone 01733 568491
E: peterboroughinfo@mhllp.co.uk

Canterbury

London North

Reading

71 New Dover Road
Canterbury
Kent
CT1 3DZ
T: +44 (0)1227 464991
E: canterburyinfo@mhllp.co.uk

Euro House
1394 High Road
London
N20 9YZ
T: +44 (0)20 8446 0922
E: londonninfo@mhllp.co.uk

Chelmsford

Maidstone

Pennant House
1-2 Napier Court
Napier Road
Reading
RG1 8BW
T: +44 (0)118 950 3895
E: readinginfo@mhllp.co.uk

Boundary House
4 County Place
Chelmsford
CM2 0RE
T: +44 (0)1245 353177
E: chelmsfordinfo@mhllp.co.uk

Cornwallis House
Pudding Lane
Maidstone
Kent
ME14 1NH
T: +44 (0)1622 754033
E: maidstoneinfo@mhllp.co.uk

High Wycombe
Abbey Place
24-28 Easton Street
High Wycombe
HP11 1NT
T: +44 (0)1494 441226
E: highwycombeinfo@mhllp.co.uk

A Member of

MHA

Milton Keynes
Moorgate House
201 Silbury Boulevard
Milton Keynes
MK9 1LZ
T: +44 (0)1908 662255
E: miltonkeynesinfo@mhllp.co.uk
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www.macintyrehudson.co.uk

MHA MacIntyre Hudson is the trading name of MacIntyre Hudson LLP, a limited liability partnership, registered in England with registered number OC312313. A list of partners’ names is open for inspection at its registered office,
201 Silbury Boulevard, Milton Keynes MK9 1LZ. Registered to carry on audit work in the United Kingdom and regulated for a range of investment business activities by the Institute of Chartered Accountants in England and Wales.
An independent member of MHA, a national association of UK accountancy firms. The term ‘partner’ or ‘partners’ indicates that the person (or persons) in question is (or are) a member(s) of MacIntyre Hudson LLP or an employee or
consultant of its affiliated businesses with equivalent standing and qualifications. Partners and directors acting as administrators or administrative receivers contract as agents and without personal liability. Further information and links
to the respective regulators and appointed individuals’ qualifications can be found via our website www.macintyrehudson.co.uk/information.html
MHA MacIntyre Hudson is an independent member of Baker Tilly International. Baker Tilly International Limited is an English company. Baker Tilly International provides no professional services to clients. Each member firm is a separate
and independent legal entity and each describes itself as such. MHA MacIntyre Hudson is not Baker Tilly International’s agent and does not have the authority to bind Baker Tilly International or act on Baker Tilly International’s behalf.
None of Baker Tilly International, MHA MacIntyre Hudson, nor any of the other member firms of Baker Tilly International has any liability for each other’s acts or omissions. Arrandco Investments Limited is the registered owner of the UK
trade mark for Baker Tilly and its associated logo.

