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Policy Overview:
The purpose of this Policy is to set out the options for those staff substantively employed by
the Trust whose aggregate pension benefits are approaching (within the next two financial
years) or have exceeded either the annual allowance and/ or the Lifetime Allowance as set
by Her Majesty’s Revenue and Customs (HMRC) as a consequence of membership of the
NHS Pension. This policy is not open to locums, agency staff, bank staff (unless
substantively employed and meeting the criteria) or self-employed persons.

Latest Amendments to this policy:
First Review 1st June 2020 : Section 4 –changes to allowances
Section 7 – changes to the local CEA arrangements for 2019 round.
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1. Introduction
The purpose of this Policy is to set out the options for those staff substantively employed by the
Trust whose aggregate pension benefits are approaching (within the next two financial years) or
have exceeded either the annual allowance and/ or the Lifetime Allowance as set by Her
Majesty’s Revenue and Customs (HMRC) as a consequence of membership of the NHS
Pension. This policy is not open to locums, agency staff, bank staff (unless substantively
employed and meeting the criteria) or self-employed persons.
The Trust is committed to ensuring staff are encouraged to remain in the NHS Pension Scheme
and this policy is not intended to persuade employees to opt out of any of the Pension Schemes
on offer by the Trust or to provide advice on options or liabilities. The Trust has a duty of care to
ensure it does not encourage staff without adequate pension provision to opt out of a pension
scheme.
The application of this policy will be cost neutral to the Trust.
This policy has been introduced to address potential operational risks that have been identified
as a result of the changes introduced to the pension tax regime. In particular, the Trust has
experienced requests for reduced contractual hours, a reluctance to take on additional work and
a desire to focus on non-pensionable work as a direct result of the pension tax regime. This
policy is an attempt to address these operational issues and as such those who benefit from it
will not be permitted to reduce their working hours or PA’s, increase private practice or refuse
reasonable requests to meet operational need unless approved by the Trust under normal
prcoedures. The policy is also intended to act in a positive way to attract staff and retain those
affected who could be made alternative and competitive offers elsewhere.
This policy does not form part of any employee’s contract of employment and the Trust may
amend or remove it at its sole and absolute discretion. The Trust may remove payment from
members of staff where it is considered they no longer meet the policy criteria and stipulations.
This policy will come into effect on 9th December 2019 and will not be retrospectively applied.
The Trust will be offering employees, who meet the eligibility criteria, the choice to choose from
all of the different options outlined in the following document produced by NHS Employers
‘Pension tax guidance for employers – Local measures to support staff and service
delivery during the 2019/20 financial year’( https://www.nhsemployers.org/case-studies-andresources/2019/09/nhs-pensions-tax-guidance ) – employees should refer to this document
when considering their options – further information regarding each option is referred to in
sections 6 and 7 of this Policy. This guidance should not deter colleagues from seeking their own
independent financial advice.
2. Scope of this document
This Policy applies to all substantive staff whom the Trust pays an employer contribution into any
of the NHS Pensions Schemes impacted by the annual allowance, taper and lifetime allowance
as per the eligibility criteria. It does not apply to those enrolled in the National Employment
Savings Trust (NEST) pension scheme.

WAHT-HR-101

Pension Flexibilities Policy
Page 3 of 33

Version 2

Policy
3. Eligibility
This Policy applies to those staff substantively employed by the Trust whose aggregate pension
benefits are approaching (within the next two financial years) or have exceeded either the annual
allowance and/ or the Lifetime Allowance as set by Her Majesty’s Revenue and Customs
(HMRC) as a consequence of membership of the NHS Pension. This policy is not open to
locums, agency staff, bank staff (unless substantively employed and meeting the criteria) or selfemployed persons.
4. Definitions
Annual Allowance (AA) – The maximum amount of saving that you can make in a registered
pension scheme each year without incurring a tax charge.
Lifetime Allowance (LTA) – The maximum value that an individual’s aggregate pension savings
over their lifetime can take without incurring a LTA charge. This can be varied by HMRC at any
time.
Taper - The tapered annual allowance was introduced in April 2016 with the intention of
reducing pension tax relief for high earners. It applies to those with adjusted incomes (taxable
income and pension savings) of over £ 240,000 and threshold incomes (taxable income
excluding the value of pension savings) of over £ 200,000.
The rate of reduction in the annual allowance (from the current maximum of £40,000) is by £1 for
every £2 that the adjusted income exceeds £150,000, up to a maximum reduction of £30,000 at
£210,000. This means an individual's tapered annual allowance will be between £40,000 and £
4,000.
Pension Contribution Alternative Payment (PCAP) – A payment made to employees in lieu of
employers contributions into the NHS Pensions Scheme
5. Responsibility and Duties
5.1 Employees of the Trust
 Must be a current (or previous) member of the NHS Pension Scheme.
 Must opt out of the NHS Pension Scheme and not be in receipt of pension benefits
after the application is approved (ie must become a deferred member)
 Must inform the Trust if they transfer their benefits out of the NHS Pension Scheme
and/or draw pension benefits from them
 Is responsible for securing personal pension advice
 Must determine if they wish to auto enrol into the alternative scheme (NEST) and
advise payroll accordingly.
5.2 Human Resources / Medical Staffing
 Must review each application and check eligibility
 Must confirm that the trust was making an employer’s contribution to an NHS Pension
Scheme
 When approved, arrange payment of the PCAP to the employee
 Will undertake an annual review of every PCAP on the anniversary of
commencement
 Must not provide individual pension advice
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6. Independent Financial Advice
Pension tax can be a complex area and we strongly advise employees to take independent financial
advice to ensure their decisions are well informed, based on reliable and accurate information and
positioned in the context of their overall individual financial position and long term plans.
Neither the Trust nor NHS Pensions is regulated to give employees advice on their pension tax
position as we do not have sufficient information about the employee’s individual financial
circumstances. An individual’s pension tax position depends on their taxable income from all
sources, including employment outside the NHS, investments and rental properties.
NHS Employers has compiled a list of organisations https://www.nhsemployers.org/pay-pensionsand-reward/pensions/nhs-pension-scheme/annual-and-lifetime-allowances/access-to-guidance-andadvice that are able to give expert guidance and advice to members of the NHS Pension Scheme.
This web page has been developed to support employers to provide access to advice and guidance,
the Trust is not promoting or recommending the use of any organisation and NHS Employers may
amend or update this list at any time.
7. Existing Flexibilities For Employees Choosing To Remain In The NHS Pension Scheme
NHS Employers have produced the following guidance for employers and should be referred to
when considering the options described below https://www.nhsemployers.org/case-studies-andresources/2019/09/nhs-pensions-tax-guidance )
7.1 Managing Pensionable Pay
Certain elements of pay are considered non-pensionable and may help staff to limit the
value and rate of pension growth. Examples include, payments for overtime, bonuses,
WLI’s. Employees wishing to pursue this option should discuss this further with their HR
Business Partner or the Trust Payroll Lead.
7.2 Local Clinical Excellence Awards
Applications for the 2019 LCEA’s were due to be launched in Quarter , however due to
the Covid pandemic this was temporarily put on hold until 6th July 2020. Employees
wanting further information on local CEAs should contact the Head of Medical Staffing.
7.3 TOIL Arrangements
Any requests to use TOIL as an option will need to be discussed and agreed on an
individual basis with your Line Manager. TOIL will be only be considered as an option
where the employee is able to demonstrate that there will not be a negative impact on
service delivery or incur additional costs for the Trust.
7.4 Multiple Contracts
Employees wishing to pursue this option will need to discuss this in the first instance with
their HR Business Partner. In order to have multiple contracts there will need to be a clear
delineation between roles. For example it is not possible to split one current post into two
separate posts for the purpose of this exercise.
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7.5 Establishing New Organisations for Service Delivery
Any employees wishing to explore this option will need to ensure they have fully considered
IR35 rules and declared their potential conflict of interest with the Trust.
8. Potential Options For Employees Who Decide To Opt Out Of The NHS Pension Scheme
NHS Employers have produced the following guidance for employers and should be referred to
when considering the options described below https://www.nhsemployers.org/case-studies-andresources/2019/09/nhs-pensions-tax-guidance
8.1 Opting Out Of The Scheme For Part Of The Year
Employees do have the option to ‘opt out’ of the pension scheme for a period of time, and
then return to the scheme at a later date during the year. It is strongly recommended that
employees considering this option should seek independent financial advice to fully
understand the impact on their overall individual financial position and long term plans.
To opt out of the pension scheme employees will need to complete the following form
https://www.nhsbsa.nhs.uk/member-hub/leaving-or-taking-break-scheme and return it to
the Payroll team.
8.2 Paying The Employer Contributions As Additional Salary
Employees who meet the eligibility criteria do have the option to opt out of the NHS
Pension Scheme and be paid a pension contribution alternative payment (PCAP).
Employees who have already opted out of the NHS Pension scheme to avoid pension tax
charges are eligible to apply for a PCAP, so long as they can evidence that the reason
they left the scheme was for pension tax purposes. PCAP payments will not be
retrospectively applied and will only be paid from 9th December 2019 onwards.
Payments of PCAP will be cost neutral to the Trust .The PCAP will be paid to employees
at a rate of 12.6% of pensionable pay (net of employer’s national insurance contribution).
Employees should be aware that a PCAP will not replicate the benefits provided by the
NHS Pensions Scheme. Those choosing to opt out would not receive life cover, ill health
retirement protection and death benefits, for example.
8.3 ‘Scheme Pays’ (Addendum 4, Appendix B) https://www.nhsemployers.org/casestudies-and-resources/2019/09/nhs-pensions-tax-guidance )
In November 2019 NHSE/I confirmed details of a temporary arrangement to support
clinicians facing tax issues. The arrangement will apply to all members of the NHS Pension
Scheme who are in active clinical roles and who face an annual allowance tax charge in
respect of work undertaken during the 2019/20 tax year.
‘Scheme Pays’ will allow eligible staff to ask the NHS Pension Scheme to pay their annual
allowance tax charge to HMRC on their behalf. Normally, in return the members benefit in
retirement would be reduced by a corresponding amount; however NHS England have
agreed an additional payment equivalent to the reduced pension benefits will be made to
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the member on the retirement by the employer. Employees wishing to pursue this option
should discuss this with their HR Business Partner.
9. Process For Applications
Any employee of the Trust may apply for a PCAP when it is anticipated that their aggregate
pension savings are approaching or have exceeded either the current AA and / or LTA. Details
of sums held in pension schemes for an employee are available from the NHS pension provider
– the Trust does not hold such information. The Trust will consider all applications at its absolute
discretion.
To apply for PCAP Employees are required to complete the attached application form in
Appendix A. Employees may be asked to provide evidence to satisfy the HR Department that
their aggregate pension savings have reached or exceeded, or will during the next two financial
years, reach or exceed the AA and/or LTA. Evidence can be obtained from NHS Business
Services (or any other applicable pension provider).
Once the PCAP application has been approved by the Trust the employee will also be required
to opt-out of the NHS Pension Scheme, providing the pension scheme administrator with
effective notice of opt-out using the form below.
https://www.nhsbsa.nhs.uk/member-hub/leaving-or-taking-break-scheme
You must provide the Payroll Lead with a copy of this notification and evidence that the opt-out is
effective before any PCAP will be paid, this needs to sent via email to wah-tr.hrbpwaht@nhs.net.
Employees will indicate on the form that the reason for opting out is that they have exceeded or
expect to exceed either the AA or LTA and this will be recorded in the HR/Payroll system.
Employees will become a Deferred Member of the NHS Pension Schemes.
Payment of the PCAP will commence from the date of cessation of payment into the pension
scheme, or from the 9th December 2019 for those employees who have already opted out of the
pension scheme. PCAP will be paid in equal instalments in arrears. Payments will be subject to
deduction for income tax and national insurance contributions.
An employee who has been refused payment of a PCAP may request that the application is
reviewed by the Director of People and Culture. New information must be presented to indicate
why the original decision was incorrect and the decision of the Executive is final.
An employee who has been refused payment of PCAP may re-apply no earlier than 12 months
after the refusal, if they remain eligible.
Payment of a PCAP will cease on the date an employee leaves the employment of the Trust, the
date the employee opts back into the scheme, the date an employee transfers their benefits out
of the NHS Pension Schemes or the date that the employee commences drawing pension
benefits from the NHS Pension Schemes, whichever is the earliest.
The level of PCAP will be reviewed by the Trust if the employee changes their hours of working
or moves to part-time employment.
As part of pension auto enrolment an employee who opts out of the NHS Scheme must be
offered an alternative scheme to which the Trust must auto enrol into (NEST). Once an
application has been approved the decision to enter the alternative scheme must be made.
Employees can opt out of this scheme by contacting the payroll department. If employees
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choose to remain within that qualifying pension scheme, any PCAP would be reviewed and
could be stopped or adjusted to consider the employer contributions being paid into the scheme
on their behalf.
The employee must notify the Trust if they transfer their savings out of the NHS Pension
Schemes and/or draw pension benefits from them. The PCAP will then cease to be paid to the
employee by the Trust and any over-payment will be recovered by the appropriate means. The
payment will not be made to any employee drawing pension benefits from the NHS Pension
Schemes.
If the lifetime allowance is increased by HMRC then an eligible employee may choose to opt
back into the NHS Pensions Schemes and payment of a Pensions Contribution Alternative
Payment will cease.
10. Retirement Options
Within the rules of the existing NHS Pension Scheme, there are a range of alternative retirement
options available for employees to consider as they approach retirement.
The alternatives for employees, broadly, are:




To wind down into part-time work or other options as above
To step down into a less demanding, lower-paid role in a way that preserves pension
entitlement from the higher level post
To retire and start receiving pension, however the employee may continue with part time
or full-time work (dependent upon an individual’s circumstances).

Further information regarding these three options can be found in the Trusts Flexible Working
Policy and can be discussed with an HRBP in the first instance. Employees should also consult
with their immediate line manager to discuss individual circumstances. To obtain specific
information about their personal pension employees should contact the NHS Pensions
Department.
11. Implementation of this Policy
11.1

Plan for implementation
This Policy will be implemented immediately upon approval of the Trust’s
Remuneration Committee

11.2

Dissemination
This Policy will be placed in the Trust’s HR Policy Library on the intranet and will be
publicised though the Trust weekly update, policy update briefings and through DMB.

11.3

Training and awareness
Awareness of this Policy will be raised throughout the Trust by the Senior HR Team,
and the Executive Team.

12. Monitoring and compliance
Actions and decisions taken under this Policy will be recorded by the HR Department. This
Policy will be monitored in terms of equal opportunities by the HR Department.
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Page/
Section of
Key
Document

Pg 4

Key control:

Checks to be
carried out to
confirm
compliance with
the policy:

How
often
the
check
will be
carried
out:

Responsible
for carrying
out
the
check:

Results
of
check
reported to:
(Responsible
for
also
ensuring
actions
are
developed to
address any
areas of noncompliance)

Frequency
of
reporting:

WHAT?
Monitor
government
changes to the
Pensions Tax
arrangements
and
recommend
changes to this
Policy
accordingly
Review the
number of staff
taking up the
options
outlined in this
Policy

HOW?
This will be
monitored
via
NHS Employers
website
for
update briefings

WHEN?
4x
a
year

WHO?
HRBP team

WHERE?
This will be
reported
to
TME and the
JNCC
as
appropriate

WHEN?

This will be
monitored via a
report that will
be run from the
Payroll system

Twice a
year

Payroll
Manager on
request
from the
HRBP

This will be
reported to the
TME and the
JNCC as
appropriate

Twice a
year

As
and
when
there are
legislative
changes.

13. Policy review
This policy does not form part of any employee’s contract of employment and the Trust may
amend or remove it at its sole and absolute discretion. The Trust may remove payment from
members of staff where it is considered they no longer meet the policy criteria and stipulations.
This Policy will be reviewed every three years but may be reviewed before that date if
circumstances dictate the need for such a review (such as scheme rules, rates or principles
change).
Following a future revaluation of the NHS Pension Schemes, the employer contributions may be
adjusted. If this occurs, then the Trust will review the level of PCAP accordingly to ensure
alignment. The Trust reserves the right to reduce this to cover any additional ad administrative
burdens and will advise affected employees of any change and the reasons for this.
All PCAP’s in issue will be reviewed by the Trust on an annual basis.
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14. References
HMRC
NHS Business Authority
NHS Pensions Scheme
Flexible Working Opportunities Policy

15. Background
15.1

Equality requirements
The application of this Policy will not affect any of the protected characteristic groups
less or more favourably.

15.2

Financial Risk Assessment
The application of this policy will be cost neutral to the Trust. Any employees
considering the different options are strongly encouraged to seek independent
financial advice.

15.3

Consultation Process
This policy has been developed by a sub group of the MMC and has been subject to
consultation with staff representatives.

15.4

Approval Process
This policy has been approved by the JNCC. .

Appendices
Appendix A

Request for PCAP Form

Appendix B

NHS Employers Pensions Guidance for Employers

Supporting Documents
Supporting Document 1
Supporting Document 2
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APPENDIX A
Request Form for Pension Contribution Alternative Payment
Name

Job Title

Division/Directorate

ESR Assignment No

NHS Pension Scheme Membership No:

Proposed opt out date of the NHS
Pensions Scheme / Date previously
opted out of NHS Pension Scheme

I confirm that;





I have read and understood the Pension Flexibilities Policy
I am affected (or about to be affected, within the next two years) by the Annual Allowance
and/or Lifetime Allowance if my current pension arrangement continues
I have not taken any form of flexible retirement
I agree to assist with operational demands as necessary and will not seek to amend my
contract

I understand that;








The Policy and the pension contribution alternative payment do not form part of my
contract of employment.
The Trust may amend or remove this policy and payment at its sole and absolute
discretion and could remove the payment at any time should I be deemed to have
breached the stipulations of this policy.
The Separate Cash Payment does not form part of my base salary, and is not included in
the calculation of any overtime, bonus, long-term incentive plan, or other benefit
entitlements that I may have.
I have been advised to take independent financial advice in relation to this application
and maybe required to provide evidence of this or NHS Business Authority proof.
Payments will be subject to deduction for income tax and national insurance
contributions.
The Trust accepts no liability or responsibility for the consequences of any changes to my
pension benefits or arrangements, or any consequences of no changes being made.
The Trust will automatically enrol me in the NEST provision unless I opt out and inform
payroll accordingly.

Signed: (electronic is fine)

Date:
Please return this form when completed to the HR Department, Kings Court 3, Worcestershire Royal
Hospital.
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Supporting Document 1 - Equality Impact Assessment form
To be completed by the key document author and included as an appendix to key document
when submitted to the appropriate committee for consideration and approval.
Please complete assessment form on next page;
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Herefordshire & Worcestershire STP - Equality Impact Assessment (EIA) Form
Please read EIA guidelines when completing this form
Section 1 - Name of Organisation (please tick)
Herefordshire & Worcestershire
Herefordshire Council
STP

Worcestershire Acute Hospitals
Worcestershire County
NHS Trust
Council
Worcestershire Health and Care
Wye Valley NHS Trust
NHS Trust
Name of Lead for Activity

Details of
individuals
completing this
assessment

Herefordshire CCG
Worcestershire CCGs
Other (please state)

Tina Ricketts, Director of People and Culture

Name
Bianca Edwards

Job title
HRBP

e-mail contact
Bianca.edwards3@nhs.net

Date assessment 4th December 2019
completed
Section 2
Activity being assessed (e.g.
policy/procedure, document, service
redesign, policy, strategy etc.)

Title:
Pensions Flexibilities Policy

What is the aim, purpose
and/or intended outcomes of
this Activity?

New policy to give senior colleagues in the NHS Pension scheme
some pension flexibility choices

Who will be affected by the
development & implementation
of this activity?






Is this:

 Review of an existing activity
New activity
 Planning to withdraw or reduce a service, activity or presence?

What information and evidence
have you reviewed to help
inform this assessment? (Please

Staffing data, NHS Pension information and sources

Service User
Patient
Carers
Visitors






Staff
Communities
Other _______________________

name sources, eg demographic
information for patients / services / staff
groups affected, complaints etc.

Summary of engagement or
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consultation undertaken (e.g.
who and how have you engaged with, or
why do you believe this is not required)

HR Colleagues, JNCC Colleagues.

Summary of relevant findings

No negative impact identified

Section 3
Please consider the potential impact of this activity (during development & implementation) on each of the equality groups outlined
below. Please tick one or more impact box below for each Equality Group and explain your rationale. Please note it is
possible for the potential impact to be both positive and negative within the same equality group and this should be recorded.
Remember to consider the impact on e.g. staff, public, patients, carers etc. in these equality groups.

Equality Group

Potential
positive
impact

Potential
neutral
impact

Age



Disability



Gender
Reassignment



Marriage & Civil
Partnerships



Pregnancy &
Maternity



Race including
Traveling
Communities
Religion & Belief



Sex



Sexual
Orientation



Other
Vulnerable and
Disadvantaged
Groups (e.g. carers;



Potential
negative
impact

Please explain your reasons for any
potential positive, neutral or negative impact
identified



care leavers; homeless;
Social/Economic
deprivation, travelling
communities etc.)

Health
Inequalities (any



preventable, unfair & unjust
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Equality Group

Potential
positive
impact

Potential
neutral
impact

Potential
negative
impact

Please explain your reasons for any
potential positive, neutral or negative impact
identified

differences in health status
between groups,
populations or individuals
that arise from the unequal
distribution of social,
environmental & economic
conditions within societies)

Section 4
What actions will you take
to mitigate any potential
negative impacts?

Risk identified

Actions
required to
reduce /
eliminate
negative
impact

Who will
lead on
the
action?

Timeframe

.

How will you monitor these
actions?
When will you review this
EIA? (e.g in a service redesign, this
EIA should be revisited regularly
throughout the design & implementation)

Section 5 - Please read and agree to the following Equality Statement

1. Equality Statement
1.1. All public bodies have a statutory duty under the Equality Act 2010 to set out arrangements
to assess and consult on how their policies and functions impact on the 9 protected
characteristics: Age; Disability; Gender Reassignment; Marriage & Civil Partnership; Pregnancy &
Maternity; Race; Religion & Belief; Sex; Sexual Orientation

1.2. Our Organisations will challenge discrimination, promote equality, respect human rights,
and aims to design and implement services, policies and measures that meet the diverse
needs of our service, and population, ensuring that none are placed at a disadvantage over
others.
1.3. All staff are expected to deliver services and provide services and care in a manner which
respects the individuality of service users, patients, carer’s etc, and as such treat them and
members of the workforce respectfully, paying due regard to the 9 protected characteristics.
Signature of person
completing EIA
Date signed
WAHT-HR-101

Bianca Edwards
4th December 2019
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Comments:
Signature of person the Leader
Person for this activity
Date signed
Comments:

WAHT-HR-101

Application of this Policy does not negatively impact any
equality group
Tina Ricketts
4th December 2019
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Supporting Document 2 – Financial Impact Assessment
To be completed by the key document author and attached to key document when submitted to the
appropriate committee for consideration and approval.
Yes/No

Title of document:
1.

Does the implementation of this document require any
additional Capital resources

No

2.

Does the implementation of this document require
additional revenue

No

3.

Does the implementation of this document require
additional manpower

No

4.

Does the implementation of this document release any
manpower costs through a change in practice

No

5.

Are there additional staff training costs associated with
implementing this document which cannot be delivered
through current training programmes or allocated training
times for staff

No

Other comments:

If the response to any of the above is yes, please complete a business case and which is signed by
your Finance Manager and Directorate Manager for consideration by the Accountable Director before
progressing to the relevant committee for approval

WAHT-HR-101

Pension Flexibilities Policy
Page 33 of 33

Version 1

