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ESSENTIAL READING - your pension options explained 

 

You’ll be aware that recent changes to the NHS Pension scheme will have a significant impact on both partner and salaried doctors, 

generally forcing you to pay more and work longer, for less money in retirement. They come on top of HMRC shrinkage of your pension 

Annual Allowance from £50k to £40k, and a reduction of your Standard Lifetime Allowance from £1.25m to £1.0m by 2016.  

For GP partners there is also the injustice of having to pay much more than their hospital counterparts for the same pension. Some 14.3% more.  

Retirement at 60 for some may be unaffordable –  

unless action is taken early
 

Use our Pension Forecaster to view 

pensions at age 60 and compare options 

Top-up /Opt-out /Do nothing

 

Our pension forecaster is based on a typical doctor’s income and 

gives you a better idea of how the combinations of NHS pension 

schemes provide you with a pension at age 60, the year most 

doctors tell us they want to retire.  

You can see the result of Topping Up your NHS pension or Opting 

Out, both using contributions to a personal pension which can have 

industrial strength guarantees built in. You can then take a 

balanced and informed view about the NHS pension’s performance. 

 

If you would like a bespoke version of the pension forecaster, taking 

into account your own age, income, supplementary contributions 

and annual allowances, contact Medical Select on 01787 379990 or 

enquiries@medicalselect.co.uk  
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1. Top-Up your NHS pension 
If you wish to remain in the NHS pension scheme but want to provide 
better for your family, Topping-Up into a Personal Pension Plan (PPP) 
gives you the opportunity to build a pension fund alongside your NHS 
pension which offers you a measure of independent control and a more 
comfortable retirement.  

At your chosen retirement age, post 55, you have options among many 
to: 

 take your NHS pension, plus income drawdown from your 
personal pension fund 

 work part-time, take your NHS pension and delay income 
drawdown to increase your guaranteed income % and grow your 
fund 

 draw a tax-free income from your pension commencement lump 
sum, work part-time and delay taking your NHS pension to reduce 
abatement. 

 

Top-Up into a Personal Pension Plan (PPP) can give you: 

 The chance to retire at 60 by building up a fund and income to 
offset actuarial reductions imposed by the NHS scheme on early 
retirement  

 Personal, independent control over a ‘real money’ fund 

 Ability to take 25% pension commencement lump sum (pcls) tax 
free on reaching your earliest retirement age  

 A fund which passes to the survivor, on first death, free of tax  

 A survivor's pension derived from the pension fund itself which 
can equal or even exceed the member’s, compared with NHS 
figures of 50%, 37.5% or 33.75% dependent on section 

 The option to leave the pension fund to beneficiaries at 0% tax 
on death (before age 75) or tax at the highest rate (post 75) after 
April 2016 

 Greater certainty over future income, with capital guarantees 
and locked-in gains protected daily for those closer to retirement 

 

 

 Return of fund on death which can exceed NHS death in service 
payment 

 Access to a pension fund, on retirement, from which you can 
take flexible income or capital as required eg for long term care 

 Potential to outperform the Consumer Prices Index 

 Early or phased retirement independent of the NHS 

As your income allows, payments can be made into your PPP on a regular 
or ad hoc basis to maximise income and capital at retirement. 
Contributions currently attract tax relief at the highest marginal rate ie 
£10,000 is invested for every £8,000 for a 40% tax payer with a further 
20% tax relief claimed back through self-assessment, £4,000 tax relief 
overall. 

Other options 

Alternatives to pensions are tax efficient investments for single payments 
and regular contributions. Among them are NISAs, VCTs and bonds and 
choice is driven by a clients’ goals and attitudes to risk. Discuss options 
with your financial adviser to ensure you find the choice which suits you 
best. 

 

Carry forward 

Pension tax relief is under threat as reported in the Daily Telegraph,  
9 October 2015: 
http://www.telegraph.co.uk/finance/personalfinance/pensions/1192315
8/Government-planning-7bn-assault-on-gold-plated-final-salary-pension-
schemes.html   The current 40% may well be reduced to 20% tax relief for 
higher rate tax-payers by April 2016. Carry forward allows you to make 
use of any annual allowance that you may not have used during the three 
previous tax years, provided that you were a member of a registered 
pension scheme. 

We therefore strongly recommend that everyone who is eligible uses up 
all the annual allowance they can while tax relief remains at present 
levels. 

http://www.telegraph.co.uk/finance/personalfinance/pensions/11923158/Government-planning-7bn-assault-on-gold-plated-final-salary-pension-schemes.html
http://www.telegraph.co.uk/finance/personalfinance/pensions/11923158/Government-planning-7bn-assault-on-gold-plated-final-salary-pension-schemes.html
http://www.telegraph.co.uk/finance/personalfinance/pensions/11923158/Government-planning-7bn-assault-on-gold-plated-final-salary-pension-schemes.html
http://www.pensionsadvisoryservice.org.uk/about-pensions/saving-into-a-pension/pensions-and-tax/the-annual-allowance
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2. Opting out of the NHS pension 

This option entails ceasing to contribute to the NHS Pension, leaving 
contributions already made in the scheme and becoming a deferred 
member. The Employee’s contributions normally made to the NHS are 
invested in a personal pension (PPP) and GP Partners can also redirect the 
employer’s contribution.   

 
Members close to their Pension Lifetime Allowance may choose to 
control their contributions to any pension to avoid overpayment.  If you 
elect for the NHS Scheme to pay all or part of your Annual Allowance 
Charge the benefits that you receive when you retire will be reduced, in 

order for the Scheme to recover the tax paid.  The Scheme will pay the 
Annual Allowance Charge on your behalf and will charge you interest on 
the amount paid at the rate of 3% each year plus Consumer Price Index 
(CPI) until you retire. 
 
The Annual Allowance Charge is not at a fixed rate, but will depend on 
how much taxable income you have and the amount of your pension 
saving in excess of the Annual Allowance. To find out how much you will 
pay, you will need to work out the rate of tax that would be charged if 
your excess pension savings were added to your taxable income and 
based on your marginal income tax rate. 

 
The member retains rights to death in service and pension benefits based on the contributions already made. These grow at the Consumer Prices Index 
until normal retirement age.  
 

Deferred member death 
benefits  

1995 Section 2008 Section 2015 Scheme 

Lump sum 

 

3 x pension payable if member 
had retired on date of death  

2.25 x annual pension the 
member would have received 
had they retired on the date of 
death assuming they did not take 
a lump sum 

2.025 x the annual pension the member would 
have received had they retired on the date of 
death  

S.1995 
Spouse/Civil Partner’s/ 
Nominated Partners 
pension:  
S.2008  
Adult dependant's 
pension: 
2015  
Adult survivor pension: 

50% of your pension at the date 
of death based only on 
membership from 6 April 1988 
(If you are the widow of a male 
member, the above will include 
membership prior to 6 April 
1988)  

No short term pension 

37.5% of your pension at the date 
of death  

No short term pension 

 

Either:  

33.75% of the notional tier 2 Ill Health pension 
if date of death within 12 months of leaving or 
33.75% of the notional age pension if date of 
death more than 12 months after leaving. 

No short term pension 
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Children’s pension 25% of your pension for 1 child. 

50% shared equally if 2 or more. 

 

18.75% of your pension for 1 
child  

37.5% shared equally if 2 or 
more. 

 

Either: 
16.875% of the notional tier 2 Ill Health pension 
if date of death within 12 months of leaving. 
33.75% shared equally if there are two or more 
children  
Or 
16.875% of the Age pension where date of 
death is more than 12 months after leaving. 
33.75% shared equally if there are two or more 
children 

 

Further information can be found at the NHS Business Services Authority 

http://www.nhsbsa.nhs.uk/Documents/Pensions/SD_Guide_%28V14%29_online_04.2015.pdf  

http://www.nhsbsa.nhs.uk/Documents/Pensions/2015_Members_Guide_%28V2.1%29_Online_only_05.2015.pdf  

http://www.nhsbsa.nhs.uk/Documents/Pensions/Member_Opting_Out_factsheet_%2805.2015%29_%28V4%29.pdf  

http://www.nhsbsa.nhs.uk/Pensions/4202.aspx 

http://www.nhsbsa.nhs.uk/Documents/Pensions/Survivors_Guide_%28V2%29_08_2014.pdf  

 
Supplementary payments can be made on a regular or ad hoc basis to 
maximise income and capital at retirement. Contributions attract tax 
relief at the highest marginal rate i.e. i.e. £10,000 is invested for every 
£8,000 for a 40% tax payer with a further 20% tax relief claimed back 
through self-assessment, £4,000 tax relief overall. 
 
Low cost additional life assurance and family income benefit insurance 
can offset any short term loss of death benefits, while sick pay is 
unaffected. 

Please note that Medical Select is not authorised by the FCA to advise on 

pension transfers or opt-outs. We provide information only and are 

unable to comment as to whether or not an individual should opt out: we 

engage pension specialists to provide such advice. Nevertheless, we can 

arrange supplementary contributions to enhance your retirement income 

and can continue to monitor and review your investments.

 

  

http://www.nhsbsa.nhs.uk/Documents/Pensions/SD_Guide_%28V14%29_online_04.2015.pdf
http://www.nhsbsa.nhs.uk/Documents/Pensions/2015_Members_Guide_%28V2.1%29_Online_only_05.2015.pdf
http://www.nhsbsa.nhs.uk/Documents/Pensions/Member_Opting_Out_factsheet_%2805.2015%29_%28V4%29.pdf
http://www.nhsbsa.nhs.uk/Pensions/4202.aspx
http://www.nhsbsa.nhs.uk/Documents/Pensions/Survivors_Guide_%28V2%29_08_2014.pdf
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3. Do nothing 

If you really can’t make any contributions to enhance your income in retirement and opting out is not the choice for you, or if you trust the Chancellor of 

the Exchequer more than anyone else, you can 

 Work until your normal retirement age 65-68 or beyond up to 75 

 Retire early and be content with a reduced pension 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

For further information contact Medical Select on: 

 

Tel – 0844 800 4253 

Email – enquiries@medicalselect.co.uk 

Web – www.medicalselect.co.uk 

mailto:enquiries@medicalselect.co.uk

