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Pays Election

The deadline for submission of a 2017/18 Scheme Pays Election notice is 31 July
2019. Here are some things that you should be aware of before the deadline passes.
What is a scheme pays election?
For the NHS pension scheme, a scheme pays election is a
notice that you would like the NHS Pension Scheme to pay
some or all the Annual Allowance (AA) tax charge on your
behalf.

In a defined benefit scheme, such as the NHS Pension
Scheme, however, you must measure the capitalised
growth of the pension in the year against the £40,000.
Due to the complexities in calculating an NHS pension,
particularly for GPs, the annual growth may be affected by
the following factors:

Prior to 2017/18, The NHS Pension Scheme would pay your
AA tax charge on your behalf if you met the following two
conditions.

•

Your accumulated pension pot

•

Your annual pensionable pay

1.

•

The time spent as a practitioner

•

The time spent in NHS service prior to general practice

•

Whether you work whole time or part time

Your pension growth in that scheme was above
£40,000,

and
2.

Your tax charge is not less than £2,000

•

If any added years have been purchased

However, for 2017/18, the NHS have agreed to also pay
charges in the following situations.

•

The Consumer Price Index

1.

•

An increasing factor provided by the government

2.

Your pension growth is below £40,000 but exceeds your
reduced annual allowance for the year.
Your tax charge is less than £2,000.

Should you choose to make an election for the NHS Pension
Scheme to pay the tax on your behalf they will then recover
the tax by way of reduction to your final benefits.
How is the AA tax charge calculated?
In a defined contribution scheme (a typical personal pension
arrangement where you build up an investment fund) this is
just a simple task of measuring the amount contributed to
the pension.

The calculation method is also different in the 1995, 2008
and 2015 schemes.
Will I Be Affected?
As mentioned above there are a lot of factors that affect
your pension calculation, but some indicators that you may
have a charge are:
•

High levels of pensionable pay (in the 2015 Scheme,
consistently over £135,000)

•

Large increases in pensionable pay

•

Increases in whole time equivalent pay on an officer
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position
•

Changes in shift patterns.

•

If you are affected by the Tapered Annual Allowance

The Tapered Annual Allowance?
From 6 April 2016, a further restriction in the AA limit
was introduced. The measure was targeted at higher
earners and restricts their AA from the standard £40,000
to £10,000 as a minimum for a pension input period (PIP).
PIPs are aligned with the tax year for 2015/16 onwards.
To become subject to the tapered AA, an individual must
meet both of the following conditions:
1.

Your Threshold Income is above £110,000 and

2.

Your Adjusted Income is above £150,000.

Threshold income is your total top line taxable income,
less certain reliefs. The reliefs include losses and loan
interest but for most GP clients the biggest deduction
will be the superannuation relief. As GPs pay both the
employer and employee, and possibly added years,
contributions, this deduction could be significant. If the
threshold income is over £110,000 then the second test
is applied. The test involves calculating your capitalised
growth in the NHS pension and adding this to the
threshold income. If this exceeds £150,000, then for every
two pounds it is exceeded the AA is reduced by one pound
down to a minimum of £10,000.
What are my options?
If you think that you may be affected, then you have three
options.
Option 1 – Wait for the NHS to provide statements
You can wait for the NHS Pensions Agency to produce
a pension savings statement. The pension savings

statement will show your annual growth in the NHS
Pension Scheme. We will then be able to use these figures
to populate your tax return and, should you choose to do
so, the scheme pays election notice.
However, please be aware that should you choose to wait
for the NHS Pension Agency to produce a pension savings
statement for 2017/18, and you receive this after the 31
July 2019 deadline for submitting it, then there may be
no option for the scheme to pay the tax on your behalf.
Please also note that HMRC will charge late payment
interest and possible penalties from the original due dates
on any additional tax.
The NHS deadline for producing the pension savings
statements for 2017/18 is 6 October 2018 providing
they have all the relevant information by 6 July 2018.
Historically, however, they have been unable to meet
this deadline for many clients often only providing the
statements after the tax return amendment window has
closed (31 January 2020 for 2017/2018). We have also
witnessed a significant number of statements which are
incorrect, which has led to further investigation and much
time deliberating with the NHS to achieve the correct
position.
The NHS only produce statements automatically for
members with NHS pension growth above the standard
£40,000 annual allowance. This means that members
affected by the new taper rules, or those with private
pension contributions will not automatically receive a
statement.
You can request a statement from the NHS who will send
this providing they have all the information required, even
if the growth in your pension is below the annual limit.
Such statements can often provide useful information
in assisting us to monitor ongoing pension values, even
when there is no exposure to the Annual Allowance
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If you would like to
discuss this in further
detail, please get in
touch with our friendly
advisor below.

Contact Us
Lisa Pennington
Healthcare Services Director
T: 01253 404 404 / 01159 721 050
E: lisa.pennington@mooreandsmalley.co.uk
Andrew Purcell
Healthcare Services
Tax Manager
T: 01253 404 404
E: andrew.purcell@mooreandsmalley.co.uk

charge. We would encourage such
requests as a matter of course.
Option 2 – Calculate the tax charge
MHA Moore and Smalley can
calculate your exposure to any
potential Annual Allowance tax
charge prior to the scheme pays
deadline. We will then be able
to include these figures on your
amended 2017/18 tax return and,
should you wish, submit a scheme
pays election on your behalf. This
can be performed in advance of the
scheme pays election deadline if
agreed in sufficient time. We provide
a check of your NHS pension records
and provide a full report including
our calculations. We also give details
of any unused allowances and can
combine this with the effects of any
personal pension contributions you
may have.
Option 3 – Submit an estimated
Scheme Pays Election

mooreandsmalley.co.uk

You can submit an estimated
2017/18 scheme pays election for £1
(or £2 for members of two schemes)
and adjust the amount when the
actual figure is known.
Should it transpire that the tax charge
is greater than the £1 submitted, you
will be liable to additional interest
charges on the underpayment of tax.

You would also be required to submit
an amended tax return for 2017/18
or, if past the deadline of 31 January
2020, submit a voluntary declaration of
underpaid tax to HMRC.
The scheme pays elections containing
estimated figures must be amended
within 4 years of the original deadline
of 31 July 2019. Any changes after
this date will not be accepted by the
NHS and any underpaid tax will have to
be settled by you personally.
Should I make a Scheme Pays
Election?
Making an election for the scheme to
pay your Annual Allowance tax charge
means the NHS Pensions Agency will
add annual interest to the amount paid
for you and then make a permanent
reduction to your benefits to recover
the total amounts. As your retirement
benefits are affected, we are unable
to advise or recommend whether this
is an appropriate option as that would
constitute regulated financial services
advice. One of our Independent
Financial Advisers may be able to
assist if you would like to discuss this
further.
Our services in respect of dealing with
the scheme pays elections are limited
to assisting with the completion and
filing of the form only.
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