Healthcare Newsletter

Winter 2017

Finding alternative income
sources when profits are
falling
Author: James Gransby

First published in Practice Management magazine October
2016

This is the option which would take the most commitment, but can
deliver the most rewards. That is why I mentioned it first.
What other options are there?

Many income sources which would have been classed as
“alternative” a few years ago have now become mainstream in
a backdrop of falling profits for GP practices.

Maximise the income from the rooms in your surgery

New care models – vanguard sites

Consider renting out spare rooms that may complement the
surgery during opening times such as to a physio, counsellor,
chiropodist or therapist. Offering patients a one stop for services
by keeping them close by could help retain patients or attract new
ones by offering convenience in one place. Perhaps also look at
the potential of collaborating and look at opportunities via referral
opportunities with these service providers.

As part of the Five Year Forward View, one of the new care models
was the introduction of Multi-speciality Community Provider
vanguards (MCP).

This may include making use of rooms during times when surgery
would otherwise be closed. Any time that a room is empty might
be an opportunity for an income source.

These are where a number of local entities agree to work together
to provide more services for patients in their local communities.
This new way of working will mean that patients can receive more
of their care from their local surgery, without the need to travel to
hospital.

You may consider classes such as a slimming club or first aid
classes during these out of hours times. Could you consider
whether any existing staff could provide these classes and
generate attendance fees as well as rental income.

Practice Managers are expected to ensure that income is
maximised for the practice, but in surgeries where the GPs are
facing time and stress pressures what income streams can be
pursued successfully in this environment.

Waiting rooms
This is the option in the list that would take the most commitment
for a practice that is not currently part of the model. It requires a
whole new way of thinking and working, and at scale, meaning that
you will be working with more stakeholders which brings its own
challenges.
There is no doubting though that where executed well, the
opportunity for additional income is available.
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Waiting rooms offer a good opportunity to earn additional income.
Corporate advertisers may wish to benefit from the footfall and
audience in the waiting room by paying the surgery to stock their
corporate brochures, or perhaps show a number of corporate
adverts on a TV in the waiting area, which may also be used to
relay important surgery news.

One particular surgery I have attended has managed to attract a
good source of alternative revenue by adopting this approach.
Also in the waiting room, could the surgery consider having a mini
shop or a vending machine to keep patients occupied while they
wait. Often it can be difficult to keep children occupied in the
waiting rooms perhaps consider if there’s anything that can be sold
to occupy them.

a number of local surgeries in exchange for a fee. A practice
manager may also be drafted in to take on a role at a federation
on a salaried basis. Can your practice employ a community nurse
which neighbouring practices can also use for a fee greater than
their salary cost.
Can your practice be the central hub for a local buying group where
the surgery gets to keep some of the cost savings achieved by way
of commission.

Become a training practice
This would take commitment and the relevant qualifications being
obtained by a GP, but not only does this secure funding in the form
of grants available for hosting a trainee, by gaining extra pairs of
hands capacity for patients may be increased.
Many training practices may find that it helps them address
succession issues by possibly retaining trainees as permanent staff
once they qualify.
Private income
Consider what private work can be generated, not just by the GPs
themselves, but also other key staff members. A key consideration
to think about what type of private income is available is to perhaps
look at where the surgery is placed in the local area and whether it
can maybe link up with other businesses for example;
•

Could the practice link with schools or universities to provide
information or updates as part of courses and generate
lecturing fees

•

Could the Practice Manager, GP, or other staff member speak
at corporate CPD events or a conference in exchange for a
fee.

•

Is there a local hospice in the area, could contact be made so
that the practice can offer hospice appointments

•

If there is a local undertakers nearby could income be
generated from cremation fees.

Other sources of more mainstream private work available includes
•

Medical reports

•

Insurance reports

•

Participation in research work

Hiring out staff
Looking closely at who is employed on the surgery payroll, and
whether their time could be outsourced can often be a source of
income.
Examples include a practice which may operate the payroll for
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As these are examples of supplies which would be subject to VAT,
you may wish to take advice on the level of such activities that you
undertake bearing in mind the VAT registration threshold.
Increasing patient numbers – alternative ideas
Patient headcount is important for getting a good level of income.
Take note of what is happening in the surrounding area, for
example if there is a new housing development check whether you
can put an advert in their sales office or their brochure to make
your presence known in the community.
Consider trying to bring patients in for additional services by
placing adverts and also think about timing to maximise potential
- for example advertising in schools just before holidays for private
travel vaccines or advertising in local businesses to offer health
checks.
Conclusion
If attention is turning to looking for alternative income sources
then I hope the above has given a couple of ideas to explore. It
is important to take professional advice along the way as if too
much income comes from alternative sources then it may have a
knock on effect on rent abatement, or VAT registration so keep in
touch with your specialist medical accountant when making these
decisions.

Don’t let quarterly tax
returns take you by surprise
In the March 2015 Budget the then Chancellor of the Exchequer,
George Osborne, announced the end of the personal tax return.
During the Autumn Statement on 23 November this year, Philip
Hammond seemed set on taking this forward.
Come forth “Making Tax Digital” (MTD) which will mean that all
GP practices will be required to make quarterly submissions to
HM Revenue & Customs (HMRC) and will also result in significant
changes to the way practices will interact with HMRC as digital
reporting and digital tax accounts become a reality.
What is HMRC proposing?
The vision for MTD is to have a digitalised tax system that is more
effective, efficient and easier for taxpayers.
Digital records - Businesses will be required to maintain their
records on apps or software that is compatible with HMRC’s
interfaces. Any practices still keeping records manually, or using a
spreadsheet such as Excel, are likely to be forced to change.
Quarterly reporting and the year end declaration - While it was
widely publicised that the government was looking to scrap the
annual tax return, it now appears that it will simply be replaced –
with four quarterly ‘updates’ and one final year end declaration.
Voluntary pay as you go - Businesses will be able to opt into a pay
as you go system for the collective payment of taxes. It has been
stated that quarterly tax payments will not be made mandatory
during this Parliament, but with discussions of an early General
Election given the current political environment, this may come
sooner that expected. The cashflow effect of this being introduced
could be very damaging when it happens.

•

Tax payers will be able to send and receive information from
HMRC at the click of a button with alerts to help businesses
with advice and queries.

•

It will make it easier for businesses to comply with their
reporting obligations and deliver accurate information to
HMRC.

Who will Making Tax Digital apply to?
At this stage, the MTD proposals only apply to sole traders and
partnerships and so GP surgeries will certainly be caught by this.
When will Making Tax Digital start?
There is a detailed timeline in the MTD roadmap. Key events are:
•

On the current schedule, GP surgeries will be expected to
update HMRC with business information at least quarterly
from April 2018.

•

Reporting information is to be brought closer to real-time
which is likely to mean submission of figures within one
month of the quarter ends.

These are very significant changes and there are many details yet
to be decided. Consultation on these issues is on-going. HMRC
will be using an agile approach to development. This means
that changes can be introduced, as the result of feedback from
users, on an ongoing basis during the development phase. A
recent report issued by the Treasury Committee has called for the
implementation of MTD to be pushed back “until at least 2019/20,
possibly later”. We will keep you updated of changes as they
occur.

Why is it changing?
How will Making Tax Digital work?
•

HMRC’s aim is to reduce the burden for taxpayers and
provide greater certainty over tax bills through direct
prompts from HMRC.

•

Businesses will not have to wait until the end of the year to
know how much tax they will pay.
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MTD will not require GP practices to file four tax returns every year.
Instead, businesses will send summary data to HMRC about their
business each quarter, or more often if the business prefers. The
summary data will consist of total income and total expenditure,
with the expenditure broken down into categories such as staff
costs, property expenditure and medical expenditure.

Businesses will need to send this information from online
accounting software - HMRC has confirmed that they will not
be providing their own bookkeeping /accounting software and
that the use of “digital record keeping software that links to and
updates business’s digital accounts with HMRC” will be mandatory,
except for taxpayers who are exempt from MTD (typically those
with incomes below £10,000).
Each business will have a proposed nine months after the year end
to file an “end of year declaration”, submitting final figures. If this
takes effect then the filing deadline for GP practices with a March
year end would be 31 December rather than 31 January, falling
right into the Christmas and New Year period.

If you decide to look at a Cloud accounting package for your
surgery to be sure you are ready for Making Tax Digital you need
to ensure that three criteria are met:
•

The package should be user friendly and straight forward to
operate

•

Your chosen Cloud accounting package needs to be
compatible with HMRC

•

It is important that the package provides the ability to
accurately report on the period required

What do you need to do?
Here are a few details of note as specified by HMRC during this
consultative phase:
•

The business won’t have to keep any additional paper
records.

•

If the business is registered for VAT, one report may cover
both income tax and VAT reporting requirements.

•

Allowances and reliefs, such as Annual Investment Allowance
on the purchase of surgery equipment or cars, could also be
notified to HMRC either in-year or at the end of the year; for
instance if an asset has been bought, the suggestion is that
HMRC could be told at the time the asset is bought that it’s
going to be eligible for Annual Investment Allowance.

•

HMRC believe that the cash basis of accounting should be
extended to larger businesses, as this will be simpler for
them to use. It has suggested doubling the current entry
threshold, which matches the VAT registration threshold - so
a business would be able to begin using the cash basis of
accounting if it has income below £166,000, using today’s
VAT registration threshold. This will not be of benefit to
GP practices with incomes above this level who will have to
continue to account for their figures on the accruals basis
(ie adjusting for income received after the quarter end but
which relates to the quarter being submitted, for example
QOF)

The move to Cloud Accounting
The extent of the changes being introduced will inevitably push GP
practices down the route of using Cloud based accounting systems
if they aren’t already using them. I’m sure we will shortly see a
flurry of software providers making sure that their software will be
MTD compatible.
Surgeries should either talk to their software provider, or
accountant, to ensure that the method that they are currently using
for keeping practice records will not cause a headache when it is
time to submit information digitally.
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Start talking to us about how your practice will be affected and
what you can do to understand and embrace the changes as soon
as possible.
Change is coming and by taking proactive steps now you will be
fully prepared for what lies ahead.

GP seniority clawbacks
Author: James Gransby

Where a potential clawback is identified practices will adopt
one of two stances:

The following explains the situations which give rise to a
seniority clawback and what can be done to anticipate one.
Some seniority facts:
•

The seniority scheme will end completely on 31 March 2020

•

Overall seniority spend is reducing by 15% in the intervening
years to 2020

•

Those GPs not in receipt of seniority on 31 March 2014 don’t
qualify to receive it under the phasing out provisions

•

Seniority was available to GP Partners after their second
year in partnership – as such only GPs who became partners
before 31 March 2012 are still eligible to receive it

•

Final seniority factor figures are generally not known for four
years after the year in question meaning that adjustments
will still be made up to around the year 2024

•

If superannuable earnings (excluding the seniority amount
received) fall below two-thirds of the seniority factor then a
40% clawback of seniority is suffered. Below one-third and no
seniority is available

•

The GP’s individual figure for each year comes from the GP’s
certificate of pensionable profits and so such a certificate
needs to be submitted annually, even if the GP is no longer
contributing to the NHS Pension Scheme

A clawback is common where a GP has stopped working full
sessions as it becomes more difficult for them to achieve the
required earnings level to receive the full seniority entitlement.

“Wait and see” – adopt the stance that if and when the clawback
is adjusted it is dealt with at the time of deduction – this is the
most risky approach for the partnership as the GP in question
may no longer be at the practice but the clawback could be made
against the future practice income. A paragraph in the partnership
agreement is extremely important to allow recovery from a retired
partner if this is the case. Such a recovery may prove inconvenient
for both the practice and retired partner.
“Number crunch and forecast” – perform an exercise to ascertain
the likely outcome and reserve for this in the accounts so that GP
in question has a clean balance because the clawback has already
been provided for the accounts. The partnership deed paragraph
is therefore less likely to be relevant (but should still stay in
just in case the averages for the year in question are higher
than anticipated, therefore leading to a clawback). If a clawback
doesn’t occur (i.e. the final seniority figure is higher than the
interim estimates meaning that the two-thirds test is met) then it
is likely to be appropriate for the amount previously reserved in
the accounts to be released back to the GP.
As seniority gets relegated to the pages of the history books, in
the period between now and 2024, at a time when a large volume
of GPs will be retiring, it is important not to overlook this income
source and the complexities surrounding it.
The following table shows the current final seniority figures for GPs
in England (as at March 2016) along with the interim figures whilst
awaiting the final seniority factors:

The clawback may occur long after the payment has been banked,
and potentially after the GP in question has changed practice or has
retired.
2006/07
Final

£92,140

2007/08
£90,375

2008/09
£92,955

Interim

2009/10
£93,678

2010/11
£94,080

2011/12
£92,034

2012/13

2013/14

2014/15

2015/16

£91,050

£96,183
(agreed
figure)

£96,097
(agreed
figure)

£95,001
(calculated
figure)

Using the figure of £95k (as an estimate for 2015/16) two-thirds of this is approximately £63k and meaning earnings below this level will be close
to the threshold where clawbacks will be incurred.
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Navigating the Lifetime Allowance
and Pension Protection maze
Author: Robert Nelson
The Lifetime Allowance is a combined limit on the total amount
of pension benefits which an individual may build up in pension
schemes. Up to the quantum of the Lifetime Allowance benefits
may be taken as a lump sum or as pension income without
triggering a tax charge. For the purposes of the Lifetime Allowance
a calculation of NHS scheme benefits is made. If an individual’s
pension benefits from one or more sources exceed the Lifetime
Allowance then a tax charge is rendered on the excess above the
limit on the following basis:
• 55% if taken as a lump sum; or
• 25% where the excess is taken as pension income.
The 25% charge on income feels favourable but let’s consider this
a little further. For every £100 of excess benefits taken as income
the 25% Lifetime Allowance charge is paid at 25%, leaving the
pensioner with taxable pension income of £75. In the hands of a
higher rate taxpayer the £75 taxable pension income is subject to
income tax, currently at a 40% rate, equivalent to £30 and leaving
net after tax income of £45. For a higher rate taxpayer the net
position is therefore the same whether lump sum or pension
income is taken from the excess.
The Lifetime Allowance was introduced in 2006 at a level of £1.5m
and increased in each year until 2010 when it peaked at £1.8m.
Since 2010 reforms have seen the limit on a downward trajectory.
Recent changes have seen a reduction from £1.5m to £1.25m on 5
April 2014, and then from £1.25m to £1m from 5 April 2016.
The capital value of your NHS pension benefits is calculated by
applying a factor of 20 to your pension and adding your lump
sum (as a rule of thumb 3 x your pension). You might also have
personal pensions alongside your NHS benefits. Doing the maths,
if an individual has an annual NHS pension at retirement of more
than £43,478 then they will have pension benefits above the
Lifetime Allowance.
Protecting benefits above the current £1m Lifetime limit
Reductions in the Lifetime Allowance have been introduced
retrospectively. This was seen as being unfair for individuals who,
in saving for their retirement, have made decisions about the level
of their pension contributions with higher Lifetime Allowance limits
in mind. As a concession and recognising this HMRC offer some
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“protection” allowing an individual to retain a personal Lifetime
Allowance limit above the current £1m.
There are several different forms of pension protection available
including primary, enhanced, fixed and individual protections. So
this is an area that is far from straight forward and advice should
be sought from your advisers around available protections.
If you have not applied for any form of protection in the past your
protection options will be limited. In all likelihood you will be
restricted to applying for one of the Individual Protections which
are available; either Individual Protection 2014 (IP14) or Individual
Protection 2016 (IP16). These schemes of protection are specific
to the reductions in the Lifetime Allowance limit at 6 April 2014
and 6 April 2016 respectively.
IP14 is available to an individual whose pension benefits at 6 April
2014 exceeded the new reduced £1.25m Lifetime Allowance limit
introduced on that date. An individual with a projected pension of
say £56,500 at 6 April 2014 would have pension benefits totalling
around £1,299,500 (23 x £56,500). An application for IP14
would protect their individual Lifetime Allowance at this higher
£1,299,500 level, £49,500 above the Lifetime Allowance at that
date.
IP16 is available to an individual where pension benefits at 6 April
2016 exceed £1m. An application for IP16 would protect the
higher level of pension benefits.
Applications for IP14 are time limited and must be made within
3 years of the date of change of the Lifetime Allowance. IP14
applications must therefore be made by 6 April 2017.
Next time you receive information about your pension savings from
NHS Pensions don’t make the mistake of simply filing it away. Our
practice is to request information annually for all of our GP clients.
Up-to-date figures allow us to proactively plan and ensure available
protections are applied for.
Miss one of the deadlines for a protection application and you may
well be faced with a tax charge that was totally avoidable.

Act before April 2017 for
Individual Protection 2014 (IP2014)
Author: Steve Cosford
You may need to take action urgently to meet the 5 April 2017
deadline if your pension is large enough – read on to find out
more.
Further to Robert Nelson’s article in this newsletter, this article sets
out more detail and focusses on pension protections.
On 6 April 2014 the pension Lifetime Allowance (LTA) reduced
from £1.5m to £1.25m. The Lifetime Allowance is the capital
amount that your combined pension funds can grow to before
incurring a life time allowance tax charge at the point that you start
to draw your pension.
If the capital value of your pension funds already exceeded £1.25m
on 5 April 2014 then fixed and individual protection 2014 were
introduced so that you could protect your life time allowance based
on the capital value at that date up to a maximum of £1.5m - i.e. if
the capital value was somewhere between £1.25 and £1.5m then
that amount could be your life time allowance.
Fixed protection 2014 (FP2014) had to be applied for before
5 April 2014. This allowed an individual to retain the higher
pension limit of £1.5m. The protection is lost if the capital value
of your benefits, at any time in the tax year, grows by more than a
permitted percentage (known as “Benefit Accrual”). This generally
meant that contributions would have had to have been stopped
to avoid Benefit Accrual occurring. If Benefit Accrual occurs then
there is an obligation to advise HMRC within 90 days otherwise
penalties may apply. As the application deadline has passed it is
only now relevant if you applied for it at the time.
Individual protection 2014 (IP2014) is different in that you can
continue to make contributions to your pension schemes but you
will then still have a Lifetime Allowance tax charge when you retire.
The value of having the protection is that the tax charge will be
calculated based on your 5 April 2014 capital value (up to £1.5m)
and not £1.25m.
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If you applied for FP2014 and have since had “benefit accrual” (ie
had still been making contributions into the scheme) or started
a new pension then this protection could be lost and you may
therefore need to apply for IP2014.
In order to establish the capital value of your NHS pension fund at
5 April 2014 you will need an IP2014 valuation from NHS Pensions.
You can get an indication of whether you were close to or above
the £1.25m from the new Total Reward Statements (TRS) that are
available on-line. These however are prepared to 31 March and
so if this indicates that you should apply for IP2014 then you will
still need to request a 5 April 2014 valuation. There is now an
administration charge for the calculation and issue of an IP2014
valuation. Details of these charges can be found in the FAQ section
on the members’ hub of the pensions agency website.
If your TRS shows NHS benefits at 31 March 2014 that calculate a
capital value of over £1.5m then HM Revenue and Customs (HMRC)
have advised that this is sufficient for IP2014 applications and
members therefore do not need to request an IP2014 valuation.
Applications for IP2014 can now be made to HMRC via their
new on-line service. There is a deadline of 5 April 2017 to make
this application.
Please remember that the Lifetime Allowance is tested against the
capital value of all combined pensions and not just the NHS one. If
you have a personal pension then you will also need to request a
capital valuation at 5 April 2014 from the relevant pension provider
and add this to your NHS capital value.
From 6 April 2016 there was a further reduction in the Lifetime
Allowance to £1m. IP2016 was introduced for pension funds
with a capital value of over £1m at that date up to a maximum of
£1.25m. Unlike IP2014 there is no deadline for making an IP2016
application.
The previous article sets out some further detail, including how a
Lifetime Allowance charge is taxed in practice.

Below is a reference table which sets out the above:

Type of protection

Amount of
protection

Advantages

Disadvantages

Application by

FP2014

£1.5m

Certainty around level of
protection

Continuing contributions
may break rules

5 April 2014 Deadline
passed

IP2014

£1.25m - £1.5m

Can stay in scheme

Still subject to an LTA
charge but its effects are
reduced

5 April 2017 Act now !

IP2016

£1m to £1.25m

Can stay in scheme

Lower LTA than with
IP2014 (if qualified for
IP2014)

No deadline

Please note that the above does not constitute advice. Pensions and retirement planning is a very complex area and we would always recommend taking
advice from an appropriately qualified independent financial advisor with an understanding of the NHS pension scheme. If you would like to speak to
one of our IFAs then please get in touch.
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Contact us
We would be delighted to come and talk to you about your
requirements.
Please contact healthcare@mhllp.co.uk and we will put you
in touch with a partner at your local office to arrange a no
obligation meeting

Connect with us

How to contact us
Bedford
Tel: 01234 268 761
Fax: 01234 346 801

London City
Tel: 020 7429 4100
Fax: 020 7248 8939

Birmingham
Tel: 0 121 236 0465

Maidstone
Tel: 01622 754 033
Fax: 01622 679 732

Canterbury
Tel: 01227 464 991
Fax: 01227 451 796

Milton Keynes
Tel: 01908 662 255
Fax: 01908 678 247

Chelmsford
Tel: 01245 353 177
Fax: 01245 252 877

North London
Tel: 020 8446 0922
Fax: 020 8446 7686

Folkstone
Tel: 01303 252 207
Fax: 01303 256 679

Northampton
Tel: 01604 624 011
Fax: 01604 230 079

High Wycombe
Tel: 01494 441 226
Fax: 01494 465 591

Peterborough
Tel: 01733 568 491
Fax: 01733 555 548

Leicester
Tel: 0116 289 4289
Fax: 0116 289 4321

Reading
Tel: 0118 950 3895
Fax: 0118 958 5884

For the latest information and news please connect with us through:

MHA MacIntyre Hudson
@MHUpdates

www.macintyrehudson.co.uk/sector/healthcare
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