




INTRODUCTION 
 
GPs receive excellent clinical training at Medical 
School which holds them in good stead throughout 
their professional careers. However, accounting and 
finance does not appear in the curriculum at Medical 
School and yet these subjects will have a significant 
impact on the lives of GPs both on a professional 
and personal basis. 

It cannot be denied that some GPs have a natural 
flair for finance and this enables them to embrace 
effectively with what will be presented to them during 
a long career in terms of finance. However, there are 
many GPs who readily admit to experiencing 
difficulty in understanding and dealing with financial 
issues both professionally and personally. There are 
some who just have a fear of numbers, there are 
others who simply have no flair for the subject, and 
there are many who find the subject boring and have 
no interest in it whatsoever. Whichever the case, 
financial issues will not go away and must be dealt 
with to comply with law. It is inevitable that the 
professions will interact with one another over time 
and it must be recognised that each profession has 
their own compendium of jargon. Jargon is defined 



as a mode of speech full of unfamiliar terms that are 
peculiar to a class or profession. It is often the 
financial jargon which further confuses the GP and 
hinders their approach to dealing with their financial 
affairs. 

The purpose of this dictionary is to explain what is 
meant by the financial jargon employed by the 
finance industry. In this way, we hope to remove the 
‘enemy’ of words which merely confuse the non-
expert. We hope that we have been successful in 
this objective. It is not our intention to make GPs 
experts in finance, but rather to provide a framework 
that will create a working knowledge of a subject 
which may or may not be close to the heart. 

 

 

 

 

 



*    A    * 
ACCOUNTING CONVENTION 
A rule or practice which dictates that accounts are 
drawn up under the historical cost convention which 
recognises assets, liabilities, income and expenditure 
on the basis of the historical amount earned or 
incurred, with the possible exceptions of surgery 
premises or stock of drugs. 

ACCOUNTING DATE 
The date to which the practice accounts are made 
up. 

ACCOUNTING POLICIES 
The policies adopted by the practice when preparing 
accounts typically to include recognition of income, 
grants received, depreciation and stock of drugs.  

ACCOUNTS 
The annual financial statements of the practice 
drawn up to a chosen accounting date. 

ACCRUED CHARGES 
Liabilities incurred on a time basis such as 
insurance, rent and rates, electricity and gas, and 



telephone where the period of the charge may span 
the accounting date. In these circumstances, the 
liabilities are included in the accounts on a time 
apportionment basis in order to recognise the liability 
up to the exact accounting date. 

ACTUAL RENT 
Rent paid to a third party landlord and reimbursed by 
the NHS on an actual basis. 

ADDITIONAL VOLUNTARY CONTRIBUTIONS 
Extra pension contributions made over and above 
the requirement of the NHS Pension Scheme in 
order to provide additional pension on retirement. 

AISMA 
The Association of Independent Specialist Medical 
Accountants. 

ALLOWABLE EXPENSES 
Expenses of a practice or an individual GP that can 
be justified as forming a suitable claim for tax 
purposes, meaning that they are wholly and 
exclusively for the purpose of the business of 
medicine. 



ANNUAL ALLOWANCE 
A term used when referring to pensions, whereby 
this is the limit on pension contributions made in any 
given year without incurring a significant tax charge. 
In the NHS Pension Scheme, the Annual Allowance 
is calculated with reference to the growth in the 
pension pot rather than the actual level of 
contributions paid. 

AUDIT 
The official inspection or examination of the accounts 
normally in the domain of large corporate bodies and 
rarely, if ever, in the domain of medical practice 
partnerships. 

AWAY DAY 
The opportunity taken by the partners in a medical 
practice to leave clinical issues behind and hold an 
all day meeting to work ‘on’ as opposed to ‘in’ the 
practice. The main purpose of the meeting is to form 
a strategy or action plan for the forthcoming year. 



* B * 
BALANCE SHEET 
The statement of the assets and liabilities of a 
practice which discloses the net worth or value of the 
practice at the annual accounting date. 

BASIC RATE TAX BAND 
The amount of taxable earnings of a GP which falls 
to be taxed in the basic rate tax band in any fiscal 
year which is currently 20%. 

BENCHMARKING 
Statistics derived from the annual accounts of a 
medical practice which enable the GP partners to 
compare their financial performance with other 
practices on a local, regional or national basis. 

BIDDING 
A situation that exists whereby a practice is invited or 
entitled to bid for the core contract of another 
practice following the retirement, demise or closure 
of the target practice. Bidding also applies to a 
practice seeking to provide new services either on 
their own account or through their local federation. 



BUSINESS 
The recognition that a medical practice is a business 
and contains the features of many other businesses. 
This means that GP Partners are obliged to work ‘on’ 
as well as ‘in’ the practice and devote protected time 
to the management issues arising in medical 
practice. 

BUY-INS 
A term used to describe the amount of money due 
from an incoming partner in order to buy in to his or 
her share of the value of the practice. This can 
normally be effected by a lump sum or restricted 
drawings over a period of time. 

 

 

 

 

 



* C * 
CAPITAL ACCOUNTS 
These refer to the entire value or worth of the 
practice at any point in time. Thus, they are a mirror 
image of the assets and liabilities of the practice. It 
follows that the balance on each of the partners’ 
capital accounts represents his or her share of the 
value of the practice at any point in time. The 
balance is a moving target so that if a GP earns 
more than he or she draws out of the practice, the 
balance will rise, with the converse also being true. 
Often referred to as current accounts, it should be 
noted that these accounts represent a share of worth 
or value. 

CAPITAL EXPENDITURE 
Expenditure by the practice on assets of a 
permanent nature which cannot be readily 
consumed, such as furniture, computer hardware 
and equipment. 



CAPITAL GAINS TAX 
Tax payable on the gain arising from the disposal of 
capital assets, such as property, shares, works of art, 
investments and goodwill. 

CARE SCHEME 
A form of defined benefit pension scheme which 
adequately describes the 2015 section of the NHS 
Pension Scheme. It stands for Career Average Re-
valued Earnings whereby a GP receives a 
guaranteed level of benefit at retirement payable 
according to a fixed formula. 

CARR HILL FORMULA 
The formula applied to the Global Sum element of a 
GMS contract to take account of age and type of 
patients, deprivation and geography. 

CLINICAL COMMISSIONING GROUP 
The title given to those responsible for 
commissioning health solutions in individual 
localities. They have a major impact on payments 
made to GPs and work closely with the Local Area 
Team of the NHS. 



COMPARATIVE FIGURES 
Figures relating to the previous year which are 
compared to current figures to establish trends and 
unusual items. 

CONTRACT OF SERVICE 
A contract drawn up to enable a GP Practice to 
provide specified medical services. 

CORRECTION FACTOR 
Also known as the Minimum Practice Income 
Guarantee in a GMS practice, whereby the practice 
was able to ensure that income did not fall due to the 
effects of the Carr Hill Formula at the imposition of 
the new contract in 2004. This is currently being 
phased out. 

COST RENT 
A form of rent reimbursement applying to owner-
occupied surgery premises geared to the cost of 
borrowing rather than the market value of the 
property. Nowadays, this form of rent reimbursement 
seldom applies, as notional rent reimbursement has 
become more of the norm. 



CREDITORS 
Amounts of money due by the practice to suppliers 
and other organisations, and which form part of the 
practice liabilities at any point in time. 

CURRENT ACCOUNTS 
This can of course refer to the Bank Current 
Account, but is more identified with the partners’ 
individual share of the value of the practice. See 
capital accounts above as the meaning is the same.   

CURRENT ASSETS 
Assets of the practice that are constantly moving 
such as stock of drugs, amounts due to the practice, 
and the bank account. This is opposed to fixed 
assets which are more permanent in nature, such as 
computer hardware, furniture and equipment. 
 

* D * 
DEBTORS 
Money owed to the practice for work performed to 
date for which payment has not yet been received. 



DEEDS OF RETIREMENT 
A legal contract covering the financial terms 
associated with the retirement of a partner if not 
adequately covered in the existing partnership 
agreement.  

DEFERRED INCOME 
Income received by the practice in advance of 
performing the work but not recognised in the 
accounts until the accounting period to which it 
relates. 

DEPRECIATION 
The annual amount written off the cost of fixed 
assets to recognise that such assets have an 
estimated useful life. This amount is treated as an 
expense of the practice. 

DISPENSING 
13% of practices in England are known as 
dispensing practices who have obtained the 
appropriate license to dispense drugs to patients. 
Other practices can issue scripts and personally 
administer drugs only. 



DRAWINGS 
Amounts of money taken out of the practice by the 
partners on a regular basis on account of the ‘profit’ 
they earn in any accounting year. 

DYNAMISATION 
The amount applied to pensionable earnings of a GP 
on an annual basis to uplift the career earnings to 
recognise changes in the value of money. The 
amount is expressed as a rate which is agreed 
between the government and the profession on a 
regular basis. 

* E * 
EARLY RETIREMENT  
Retirement taken in advance of normal retirement 
age which might involve a reduction in benefits. 

EARNINGS 
The ‘profits’ of the practice which are allocated to the 
individual partners, and which represent the income 
less the expenditure of a practice. 



EMPLOYMENT 
A career option taken by approximately 25% of GPs, 
whereby they are employed by a practice as a 
salaried GP paying tax on a monthly basis under the 
PAYE system. Such GPs are not partners and are 
not self-employed. 

ENHANCED SERVICES 
Services provided by a medical practice over and 
above the essential and additional services 
contained in the core contract, which may be 
directed nationally or locally. These services are 
contracted for with the Local Area Team of the NHS. 

EQUITABLE ADJUSTMENTS 
Amendments made in the accounts of a practice to 
the profit-sharing ratio to reflect justness or fairness. 
These are normally expressed as prior shares and 
charges to ensure that no one partner is subsidising 
another, common examples being seniority and 
employer’s superannuation contributions.  

EQUITY 
An expression normally used to disclose a partner’s 
interest in the surgery premises, whereby equity 
represents the share of the value of the surgery 



premises less any share in the mortgage or loan 
attached to the surgery premises. 

EQUITY RELEASE 
A term used to explain the partners withdrawing 
some or all of their equity in the surgery premises. 
Achieved by additional borrowing, this normally 
occurs on a partnership change to enable an 
outgoing partner to be paid off, to assist an incoming 
partner to buy in, or merely to provide the continuing 
partners with extra cash. 

EXEMPT VAT 
The supply of medical services is exempt from VAT 
and has been so since 1993 before which they were 
outside the scope of VAT. 

 

* F * 
FACILITATOR 
A qualified or experienced professional used to 
control the activities of an away day and ensure that 
the GPs of the practice arrive at an appropriate 
strategic plan for the future. 



FEDERATIONS 
GP Practices working together in a separate legal 
entity to deal with health issues in their locality, but in 
particular to provide strength in numbers so they can 
participate in the bidding process for new medical 
services. 

FINANCIAL CONTROL 
The financial management systems employed by a 
practice to ensure that the financial records are 
effective and accurate, and which should be 
documented and adhered to. 

FINANCIAL STATEMENTS 
The annual accounts of the practice comprising the 
balance sheet, income and expenditure account, 
distribution of profits, and supportive notes and 
statistics.  

FISCAL YEAR 
The recognised tax year of the country, being 6 April 
to 5 April. Practices with a year end of 31 March are 
deemed to be coterminous with the fiscal year. 

FIXED ASSETS 
Assets owned by a practice of a more permanent 
nature which cannot be consumed except over a 



considerable period of time, such as premises, 
furniture, fixtures and equipment. 

FIXED COSTS 
Costs of running a practice which do not normally 
vary with changes in patient numbers, for example 
premises costs. 

FUNDING THE PRACTICE 
An expression used to describe the amount of 
money left in the practice by the partners to finance 
the day to day operations of the practice, known as 
the working capital of the practice. This amount left 
behind will represent the balances on the individual 
partners’ capital or current accounts. 

FURNITURE, FIXTURES AND FITTINGS 
Items which form part of the fixed assets of the 
practice and which are depreciated over their 
estimated useful lives. 

 
 
 
 



* G * 
GENERAL MEDICAL SERVICES 
The title given to the national core contract, setting 
out the services to be provided by a medical practice, 
which include global sum, PCO administrated 
payments, enhanced services, quality and outcomes 
framework, premises and personally administered 
drugs. Over 50% of NHS practices operate under 
this contract. 

GLOBAL LUMP SUM 
The most valuable element of the core contract 
meant to represent payment for essential and 
additional services provided by a GP practice less 
any services they wish to opt out of. 

GOLDEN HELLO 
A lump sum of money paid by a practice to an 
incoming partner in order to attract GPs in a 
recruitment crisis. 

GOODWILL 
An intangible asset representing the hidden value of 
a business not disclosed in the balance sheet, but 



which seldom applies to a medical practice due to its 
exclusion in law. 

GRANTS 
Percentage contributions made by the Local Area 
Team of the NHS towards the practice costs in 
respect of specified expenditure normally in the field 
of training or premises improvements. 

GROSS PRACTICE INCOME 
The income earned by a practice before the 
deduction of expenses, consisting of income derived 
from the core contract, other NHS income, and non-
NHS income. 

* H * 
HEALTHCARE DEVELOPMENTS 
Refers to multi-purpose sites consisting of a GP 
practice and other healthcare professionals coming 
together to form a one-stop shop. The development 
will inevitably include a pharmacy. 

HIGH EARNERS 
Those practices whose profits are far greater than 
the averages disclosed by the Health and Social 



Care Information Centre (HSCIC) on an annual 
basis. 

HIGH INCOME CHILD BENEFIT CHARGE 
A form of tax that applies to couples, civil partners, 
whether formally or just living together, whereby the 
child benefit is restricted or lost where one of the 
couple has taxable income in excess of £50,000 per 
annum. 

HMRC 
Abbreviation for Her Majesty’s Revenue and 
Customs who collect tax and national insurance 
contributions from GPs based on returns submitted 
to them on an annual basis. 

HOME USE  
An expense claimed by many GPs to recognise the 
cost of using their home in order to see patients, 
study, write reports etc. This is either calculated on a 
percentage basis whereby the total cost is allocated 
to all rooms and then re-assessed on a time basis, or 
a round sum allowance is claimed based on hours 
worked at home. 



* I * 
INCOMING PARTNERS  
New partners joining a practice to work with the 
continuing partners on a joint and several basis. 

INCOME TAX 
The tax on a GPs earnings, being their profit share 
from the practice plus all earnings from external 
sources, paid over on a bi-annual basis. 

INDIVIDUAL SAVINGS ACCOUNT (ISA) 
A personal form of investment which is free of tax 
and promoted by the finance industry. 

INHERITANCE TAX 
A tax payable on death or on certain lifetime gifts, or 
if death occurs within seven years of a gift, although 
the exemption from tax will soon amount to £1 million 
for a married couple who own property. 

INTANGIBLE ASSETS 
Assets that cannot be touched or grasped physically. 
See GOODWILL above. 



INTEREST 
Money earned by a practice for use of their own 
money or for forbearance of debt. The most common 
form for a medical practice is interest earned on 
money held in bank accounts. 

INVESTMENTS 
Money invested by a practice in another practice, 
property, or financial product with a view to obtaining 
a good yield or return. 

* J * 
JANUARY TAX 
For the self-employed the January payment of tax 
consists of any balance to the previous year’s tax 
plus a payment on account (instalment) of the 
current year’s tax.  

JOINT VENTURES 
A formal agreement with another practice or 
practices to undertake services or purchase supplies 
on a mutual basis. A federation is a form of joint 
venture. 



JULY TAX 
For the self-employed the July payment of tax 
represents the second instalment of the current 
year’s tax liability. 

* K * 
KEY SUCCESS FACTORS 
Those things that a medical practice and all those 
part of the medical practice team must do well in 
order to succeed with their goals, ambitions and 
strategies. They are therefore the essential drivers to 
the future success of the practice. 

* L * 
LEVIES 
Applies to the voluntary contributions made by GPs 
towards the running costs of the Local Medical 
Council. 

LIFETIME ALLOWANCE 
For pension purposes, this is the maximum limit of 
benefits, and if exceeded will incur a tax charge 



which can be met personally or out of the pension 
pot. 

LIMITED COMPANY 
A separate corporate legal entity whose liability is 
limited by shares or by guarantee. Seldom used by a 
medical practice unless they operate under an APMS 
contract, but can sometimes be useful as a structure 
for private activities. 

LIMITED LIABILITY PARTNERSHIP 
A partnership set up under a separate legal structure 
whose liability is limited. Seldom used by a medical 
practice as an LLP cannot hold a GMS contract, but 
may be useful to deal with property ownership 
issues. 

LOANS 
Money borrowed normally from a bank to finance the 
working capital of the practice, effect a pay-out to an 
outgoing partner, or fund the purchase of the surgery 
premises. 

LOCAL AREA TEAM 
A regional division of the NHS responsible for 
carrying out NHS policy in conjunction with the 
Clinical Commissioning Groups in a locality. They are 



responsible for making contractual payments to 
medical practices. 

LOCUM AGENCY 
An active operation supplying locum GPs to medical 
practice on demand. 

LOCUM COVER 
The cost of a locum GP who deputises for an absent 
partner or salaried GP for a period of no more than 
six months. 

LOCUM INSURANCE 
An insurance policy designed to cover the cost of 
locum cover during the prolonged absence of a GP. 
The policies are normally written to take effect after 
thirteen or twenty six weeks of absence and the 
proceeds are taxable. Group policies are available to 
enable all of the partners of a medical practice to 
participate. 
 
 



* M * 
MEDIATION 
A process used to resolve a partnership dispute 
without recourse to formal legal proceedings. 

MERGERS 
Two or more medical practices joining together to 
form one new medical partnership causing the loss 
of identity so far as concerns the original 
partnerships. Become more common during a 
recruitment crisis in order to protect patient cover. 

MINIMUM PRACTICE INCOME GUARANTEE 
Also known as the Correction Factor, whereby the 
practice was able to ensure that income did not fall 
due to effects of the Carr Hill Formula at the 
imposition of the new contract in 2004. This is 
currently being phased out. 

MORTGAGES 
Conveyance of surgery premises as security for a 
loan, with provision for re-conveyance on repayment 
of the sum secured, all effected by deed.  



* N * 
NATIONAL INSURANCE 
Contributions made by all taxpayers by way of 
additional taxation towards the cost of providing a 
free health service and state pensions.  

NEGATIVE EQUITY 
A term used mainly when considering surgery 
premises whereby the borrowing is deemed to 
exceed the value of the premises. 

NOTIONAL RENT 
Rent received by medical practices to compensate 
for owner-occupied premises, deemed to be the 
market rent assessed by the District Value (subject 
always to appeal), and which forms part of the 
baseline funding in the core contract. 

 



* O * 
OBLIGATIONS 
Issues a GP partner must undertake not only to 
comply with the law and the core contract, but also to 
honour the terms of the partnership agreement 
particularly in respect of the maintenance of the 
records. 

OPPORTUNITY COSTING 
A term used by GP partners when considering 
opportunities for additional external income, being 
the balance between what is to be gained against 
what is to be lost (cost), for example gross income to 
be earned matched to the locum cost. 

ORGANISATION CHART 
A diagram setting out where every member of the 
practice team is situated within the practice, with 
clear lines of responsibility and interaction.  

OUTGOING PARTNERS 
Partners who decide to leave the practice and 
withdraw from the partnership either because of 
retirement or for any other reason. 



OUT OF HOURS 
Work performed by GP partners not in normal 
practice time for their own benefit provided that it 
does not conflict with the partnership agreement. 
Many GPs undertake out of hours work for their local 
out of hours organisation to cover for unsocial hours. 

OVERLAP TAX TIME BOMB 
The ‘catch up’ tax arising on retirement or on leaving 
the practice where the practice year end accounting 
date is anything other than 31 March. 

* P * 
PARTNERSHIP AGREEMENTS 
Written deeds setting out the terms of how the GP 
partners in a medical practice will interact with one 
another. 

PARTNERSHIP TAX RETURN 
The declarations to HMRC of the income and 
expenditure of the practice, being the taxable 
incomes of all the partners including private income 
and personal expenses. The Return is signed by a 



nominated partner appointed under the Partnership 
Deed. 

PAYE 
Tax paid by a GP when it is earned, which relates to 
salaried GPs and in some circumstances to GP 
partners with salaried outside appointments. 

PAYMENTS ON ACCOUNT 
The January and July tax instalments due based on 
the tax liability of the previous year. 

PENSIONS 
Contributions by GP partners to pension schemes, 
designed to provide an income in retirement. Most 
GPs join the NHS Scheme which still remains 
beneficial. 

PERSONAL ALLOWANCE 
The term given to a first tranche of taxable income 
which is subject to tax at a nil rate. The allowance will 
be abated if taxable income exceeds £100,000. 

PERSONAL EXPENSES 
Expenses incurred by an individual GP partner in a 
practice and not paid by the practice, which is 
recorded by the GP and might include: motor 



expenses, subscriptions, courses, conferences, use 
of home, spouse’s salary, computer expenses, and 
personal telephone costs. 

PERSONAL MEDICAL SERVICES 
The title given to a local core contract setting out the 
services to be provided by a medical practice, which 
will include the headings of a General Medical 
Services contract (see General Medical Services) 
together with other services agreed on a local basis. 
Over 40% of NHS practices operate under this 
contract. 

PERSONAL TAX RETURN 
The declaration to HMRC of the income of an 
individual GP derived from the partnership tax return 
and any other income or allowable expenditure 
personal to the individual GP. 

POTENTIALLY EXEMPT TRANSFERS 
Gifts made by an individual GP in excess of any 
annual exemptions which will only be exempt from 
inheritance tax if the donor survives seven years of 
making the gift. 



PREPAYMENTS 
Payments made in advance not to be recognised 
until the accounting period to which the expenditure 
relates. Typically relates to expenditure which covers 
a time span such as rent, rates and insurance. 

PRE OR PRIOR SHARES AND CHARGES 
Certain income and expenditure of a medical 
practice allocated to an individual partner rather than 
distributed in profit-sharing ratio in order to maintain 
what is just and equitable. 

PRIVATE INCOME 
Income earned by a GP partner not deemed to be 
the income of the practice, and probably in respect of 
work undertaken outside normal practice hours. 

PROFIT 
The amount by which income exceeds expenditure in 
a medical practice, often referred to as the net 
income or earnings of the practice which is 
distributed amongst the partners. 

PROFIT-SHARING RATIO 
The method by which the net income of the practice 
is distributed amongst the partners after taking 
account of any prior shares or prior charges (see 



above). The ratio is often expressed in percentage 
terms so that each partner will know his or her 
percentage of the pool.  

PROVISIONS 
Similar to a creditor, an amount set aside to meet a 
known liability which has been or about to be 
incurred but not yet paid. Often used to create a 
‘sinking fund’ to deal with the dilapidation clause of a 
lease. 
 

* Q * 
QUALITY AND OUTCOMES FRAMEWORK 
An integral part of the core contract of 2004, whereby 
medical practices achieved a payment for each point 
gained in the four domains of clinical, organisational, 
additional services, and patient experience. Less 
significant in latter years as the number of achievable 
points is being reduced on a regular basis. 



QUALITY PRACTICE 
Those medical practices who embrace the five 
dimensions of quality, being reliability, assurance, 
tangibles, responsiveness and empathy. 

QUICK WINS 
The sources of additional income which are most 
easily attainable if the time is available, such as 
bidding for other practices, specialisation, 
provisioning and outside lucrative appointments. 

* R * 
REALISABLE VALUE 
The amount by which a specified asset in a medical 
practice (such as drugs) can be converted into 
money.   

RECORD KEEPING 
The method by which the transactions of a medical 
practice and of the individual GP partners are 
recorded. 



REGISTRAR 
The term used for a GP trainee in a medical practice, 
the cost of which is fully reimbursable by the Local 
Area Team of the NHS where it is not paid direct. 

REIMBURSEMENTS 
Specific costs incurred by a medical practice which 
are refunded by the Local Area Team of the NHS, 
typically to include registrars and training costs. 
Reimbursements in respect of premises and drugs 
were transferred into the core contract in 2004. 

REVALUATIONS 
The situation whereby the assets of the medical 
practice are re-stated at current value as opposed to 
original cost, and is normally experienced with 
regards to the ownership of surgery premises on a 
change in partners.  

ROLES OF THE PARTNERS 
The management duties undertaken by each of the 
individual partners in a medical practice, to 
demonstrate their obligations to work ‘on’ as well as 
‘in’ the practice. 

 



* S * 
SALARIED GP 
A GP employed by a medical practice to undertake 
clinical sessions and generally work ‘in’ the practice, 
but not in the capacity of a GP partner. 

SECURITY 
Things deposited or hypothecated as pledge for 
fulfilment of undertaking or payment of a loan. 
Normally experienced in respect of GP premises. 

SELF ASSESSMENT 
The system of income tax introduced in 1996/97 
whereby all medical practice earnings are taxed on 
the individual on an actual basis, rather than a joint 
and several partnership liability which had existed 
hitherto. 

SENIORITY 
A payment made to GPs under the core contract in 
recognition of reckonable service, being the number 
of years each individual GP has worked in the NHS. 
These payments are now being phased out there no 
longer being any new entrants to the scheme, and 



existing recipients gradually losing out over the 
period to 2021 with the amounts ‘saved’ being 
transferred into the Global Lump Sum. 

SINKING FUNDS 
Amounts of money saved by a medical practice and 
set aside in a separate bank account to meet a 
known future liability which has not yet crystallised. 
Typically used to meet GP’s obligations under a 
dilapidation clause of a lease whereby they may 
have a requirement to repair or redecorate the 
premises every few years. 

SPECIALISATION  
A skill or skills developed by a medical practice or the 
GPs within a medical practice which enable them to 
devote time to a particular branch of the profession 
and thereby differentiate from other practices. Local 
needs will determine how lucrative the specialisation 
will become. 

STAMP DUTY LAND TAX 
A tax which relates to the transfer of land into a 
partnership by a partner, transfer of an interest in a 
partnership, transfer of land out of a partnership to a 
partner, or on the granting of a lease. Whilst GPs 
may seldom come across this tax, it stresses the 



need to seek specialist legal advice when 
undertaking transactions in property such as the 
surgery premises. 

STATEMENT OF FINANCIAL ENTITLEMENTS 
A booklet produced by the NHS on a regular basis 
setting out the general medical services contract 
payments and the value attributed to each service. 

STATISTICS 
Figures produced by specialist medical accountants 
attached to the annual accounts of a medical 
practice to enable the GP partners to gauge their 
performance by comparison with local and national 
averages, and act accordingly. 

STOCK OF DRUGS 
The value of all drugs retained, being the lower of 
cost or net realisable value. 

SUPERANNUATION 
The title generally used in relation to the NHS 
Pension Scheme. 



* T * 
TANGIBLE FIXED ASSETS 
Those permanent fixed assets of a medical practice 
which can be seen or touched but not consumed 
except over a long period of time, as opposed to 
intangible fixed assets such as copyrights and 
goodwill. 

TAX CALCULATIONS 
The calculation of the actual amount of tax and 
national insurance payable on a given date, with 
reference to the tax rates prevailing at the time 
applied to the taxable earnings of an individual GP 
computed separately (see below). 

TAX COMPUTATIONS 
The calculations undertaken to transfer a GPs profit 
share from the medical practice and all other sources 
of income and allowable expenditure into the final 
taxable earnings. 

TAX FREE LUMP SUM 
This relates to GPs on retirement whereby it is 
possible to take up to 25% of the capital value of the 



pension pot in the form of a tax free lump sum. A GP 
may be able to exchange some of the pension for a 
tax free lump sum – i.e. £12 of lump sum for every £1 
of pension given up. 

TRAINING PRACTICES 
Medical practices in which one or more of the GP 
partners have received the necessary qualifications 
to become GP trainers, which enables the practice to 
employ registrars and undergraduate students. 

TRUSTS 
Instruments undertaken by many GPs to protect their 
wealth and organise their financial affairs. Often used 
in conjunction with Wills, trusts can provide certain 
taxation benefits if properly set up. 

TWENTY-FOUR HOUR RETIREMENT 
The term used to describe the formal and legal 
retirement of a GP partner in a medical practice with 
the objective of accessing his or her pension pot, but 
then returning to work after twenty-four hours has 
elapsed on whatever basis is agreed. 



* U * 
UNDERPAYMENTS 
Payments made to a medical practice normally by 
the Local Area Team of the NHS which are less than 
expected or claimed for, and which seem to arise on 
a regular basis. 

UNUSUAL COSTS 
Expenditure incurred by a medical practice which are 
irregular in nature and quite uncommon, which might 
include certain repairs, exceptional locum cover, or 
some other unexpected cost. 

UPKEEP 
The maintaining in good condition or repair of the 
surgery premises, equipment, publications, and the 
accounting records of the practice and individual 
partners. 

USERS OF ACCOUNTS 
Medical practice accounts are used primarily by the 
partners of a practice to determine how they have 
performed, but will also be used by HMRC to clarify 
taxation issues and by a judge in a court of law to 



determine the method of working of the partnership 
in the absence of clarity in the partnership 
agreement. 

* V * 
VALUATIONS 
The employment of independent professional valuers 
to value specific assets in a medical practice 
normally on a change of partners. Applies in 
particular to surgery premises. 

VALUE-ADDED TAX 
A form of purchase tax which normally only applies to 
dispensing practices whose supply of drugs is 
deemed to be zero-rated. The supply of medical 
services is exempt but there are some activities 
which are taxable such as medico-legal reports. It is 
rare that a non-dispensing practice will have 
sufficient taxable activity to compel it to register. 

VALUE OF PRACTICE 
The worth of the entire practice which is shared 
amongst the owners being the GP partners, and is 
disclosed in the balance sheet of the practice as 



assets less liabilities (net assets), subject of course 
to any revaluation of assets that may be necessary. 

VARIABLE COSTS 
Expenditure which is not fixed but varies in 
accordance with the activities of the practice. For 
example, a high influx of new patients could cause 
the need to incur additional staff costs. 

VIABILITY 
The consideration from a financial point of view of 
whether it is worth maintaining the separate 
existence of the medical practice. If the partners do 
not earn sufficient to make ends meet, then they may 
well decide to close the practice on the grounds that 
it is not viable. 

 

 

 



* W * 
WILLS 
Documents which express a GP’s formal declaration 
of his or her intention as to disposal of his or her 
property after death, and which of course will include 
his or her share in the medical practice. 

WORKING CAPITAL 
The amount of money left behind by the partners of a 
medical practice to finance the day to day operation 
of the practice. This will equate to undrawn profits 
and be a mirror image of the balances held on the 
partners current accounts at any point in time. 

WORKING ‘IN’ THE PRACTICE 
Work undertaken by GP partners in a medical 
practice which directly relates to interactions with 
patients, such as clinical sessions, home visits, 
writing letters and reports, and telephone advice. 

 

 



WORKING ‘ON’ THE PRACTICE 
Work undertaken by GP partners in a medical 
practice which directly relates to the management of 
the business, such as partner meetings and the 
undertaking of specific management roles designed 
to reflect the recognition that a medical practice is a 
business. 

WORTH 
The consideration of the value of the entire medical 
practice which is the amount of net assets disclosed 
in the balance sheet of the practice, subject to the 
need to revalue specific assets such as surgery 
premises. 

 

 

 

 



* Y * 
YEAR END 
Refers to the last day of the accounting year 
following a twelve month period chosen by the 
partners of a medical practice, and which may or 
may not correspond to the fiscal year which ends on 
5 April and is deemed to be coterminous with 31 
March. 

YIELD 
The amount of money identified as a return on a 
specific investment of cash, time or effort. 
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