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This guidance note has been produced by the General Practitioners Committee and the BMA's
Pensions Department to help GPs and Local Medical Committees to understand the arrangements
for the dynamising factor (DF), which is applied to GPs' pensions. This has been updated in
November 2008.

The guidance applies to all four UK countries. Where there are differences in approach or detail, this
is indicated in the text of the guidance.

Introduction

Since 1 April 2008 there have been two pension schemes in operation for GPs; the amended
NHS Pension Scheme applies to those who joined prior to that date and the new scheme to
those who joined after that date.

The amended NHS Pension Scheme regulations provide for GPs pensions to be based on 1.4% of
their total career dynamised earnings. The new NHS Pension Scheme regulations provide for GPs
pensions to be based on 1.87% of their total career dynamised earnings. These earnings are
dynamised (uprated) to maintain their value.

What is the dynamising factor?

The dynamising factor is calculated in each financial year and is compounded with previous year's
factors, dependant on years actually worked with the NHS. The result is used to calculate a GP’s
pension at retirement. The dynamising factor was previously based on the average increase of all
GPs' profits but after 1 April 2008 it will be calculated as the Retail Prices Index plus 1.5%.

The dynamising factor could technically be based on any index or, indeed, be a fixed amount. It has
in the past been calculated as the change in intended average net income (IANI) for practitioners,
year on year. Thus, the profession had its pension based on the earnings relevant to its members and
it was not influenced by external changes in, for example, retail prices or national average earnings.

During the new GMS contract negotiations, it was agreed to continue with the process of basing
changes in relation to the sectors’ earnings but as there would be no longer a figure for IANI the
dynamising factor would be based on the actual increase in average pensionable profit year on year.
This is because, as a result of the new GMS agreement, a figure for intended average net income
(IANI) was no longer made available. Under the previous arrangements, a precise figure for GP pay
increases could be estimated prospectively based on the increase in gross fees and allowances that
were announced to deliver the intended increase to average net income. Under the new GMS
agreement, GP pay is assessed retrospectively based on the profits made by GPs from the total
funding available to them via the different funding streams of their contracts.

This new calculation required new methods to capture the relevant data, new definitions of
pensionable profit and, because it was necessarily retrospective, it caused a delay to the process
while data was prepared, made available and then analysed. This means that the final figure for any
particular year would not be known until about fifteen months after the end of the relevant year.
Due to this delay, it was therefore necessary to estimate an interim figure to ensure that those who
retire in a particular year had their pensionable earnings uprated to some degree before the final
figure was known. This is known as the interim dynamising factor.

This factor was intended to provide doctors who retired with a more accurate level of pensionable
earnings and prevented them having to wait for a long period before benefiting from the total
growth in their pensionable earnings. It was expected that when the final data became available, a
final dynamising factor would be determined and this figure would be the one that would apply. Any



adjustment to pensionable earnings resulting from a difference between the interim and final
dynamising factors would then be made.

The interim dynamising factor was set at a level that was expected to be exceeded, thus when
benefits were recalculated they would be higher and arrears would be paid. This was deemed to be
preferable to recovering overpayments should the final factor be smaller.

How is the dynamising factor calculated?
From 1 April 2008 the dynamising factor will be calculated as the Retail Prices Index plus 1.5%.

The Secretary of State’s Intervention.

In December 2006 Patricia Hewitt, the Secretary of State for health at that time, intervened in the
process and stated that she intended to impose dynamising factors for the years 2004 to 2008. She
tried to justify this unprecedented move by arguing it was due to profits from GPs in the early years
of the period appearing to be in excess of Government expectations.

This intervention potentially changed the basis of the dynamising factor calculation and removed any
link to the actual earnings of the profession.

The intended, imposed factors for the years in question were:

2004/5 6.9%
2005/6 7.3%
2006/7 6.9%
2007/8 6.9%

These figures, when combined with the agreed DF for 2003/4 (calculated on the method described
above) of 12.9%, provided a cumulative DF for the five year period of 48%.

Judicial Review

The BMA were granted permission to challenge the government'’s decision in court on the grounds
that GPs were being denied their contractual rights.

In March 2008, the BMA was successful in the judicial review against the government’s attempts to
alter how GPs pensions would be calculated from the years 2004 - 06. The Department of Health
were given the opportunity to appeal but ultimately declined to do so.

The ruling applies to England and Wales but it has been confirmed that Scotland and Northern
Ireland will also adhere.

Following the BMA's victory, the Secretary of State was compelled to employ the same method of
calculation for the dynamising factors of 2004/05 and 2005/06 that was used to calculate the figure
for 2003/04.

The revised factors are now confirmed as being:

Year Factor Percentage increase Cumulative increase
2003/04 1.129 12.9% 12.9%
2004/05 1.204 20.4% 35.9%
2005/06 1.116 11.6% 51.7%
2006/07 1.000 0.0% 51.7%
2007/08 1.000 0.0% 51.7%



The cumulative dynamising increase for this period is therefore 52%; significantly higher than the
government'’s intended capping at 48%.

Earnings figures for GPs received by the BMA show a negative growth in GP’s net profit in the year
2006/07 and it is assumed that this will also be the case for 2007/08.The dynamising factor for this
period was based on the percentage annual increase in the GP profession’s profit, with the
safeguard that the dynamising factor would never be negative. This is why there is no dynamising
increase in these years.

GPs who retired during this period, in particular up to March 2006 in the expectation of the
dynamising increases, will therefore be due an increase to their pension and lump sum. The BMA
pensions department is working closely with the NHS pensions agencies and it is hoped that the
backdated increases will be paid in the first quarter of 2009.

Further information on how the dynamising factor is calculated is available from the NHS Information
Centre, on their website: www.ic.nhs.uk

GPs with queries on the revised dynamising factors can contact the BMA Pensions Department by
email: pensions@bma.org.uk or by telephone: 020 7383 6166/6138.
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