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30 September 2021 
 
 
 
Dear Employer 
 
VAT invoices 
 
Once a year we send employers a VAT invoice in respect of recharging the running costs for 
the Plumbing & Mechanical Services (UK) Industry Pension Scheme (the “Scheme”).  In 
most cases, VAT-registered employers can reclaim the VAT charged in their VAT returns, 
subject to the normal rules. 
 
The Scheme closure to new benefit accrual in 2019 meant that we had to review the way we 
calculate and issue employer VAT invoices.  This letter explains why we need to make this 
change and what we plan to do. 
 
If you have any questions or comments about the proposed changes, you can contact us 
through our website, by email, by phone or by writing to us using the details above. 
 
We plan to issue employer VAT invoices for the 2019/20 financial year in December 2021. 
 
Yours sincerely, 

 
Kate Yates 
Chief Executive 
Plumbing Pensions (UK) Administration Ltd 
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Employer VAT Invoices 
Question & Answers 

 
1. Why does the Scheme send employers VAT invoices? 

The Administration Company, Plumbing Pensions (UK) Administration Limited, runs 
the Scheme, and effectively acts as a paymaster on behalf of the Employers in 
respect of the Scheme by purchasing the costs in its own right and recharging to the 
Employers.   
 
In order to recover the VAT on these costs from HMRC, the Administration Company 
needs to charge and account for VAT on the recharges to the Employers.  Each year, 
the Administration Company’s annual costs are totalled and the Scheme makes a 
contribution to cover these costs, effectively as the VAT-exclusive amount of the 
recharges.  In order to demonstrate the Administration Company is making a taxable 
service to the Employers, it is required to raise VAT invoices to the Employers.   
 
The Administration Company incurs VAT on most of the services it provides to the 
Scheme, including: 
 
• IT costs such as maintaining the administration system, IT support and 

monitoring data security 
• Professional advice from the Trustee’s legal advisers, actuary and covenant 

adviser 
• Some investment management costs 
• Day to day business running expenses 

The Trustee believes the fairest option is to continue to send employers VAT invoices 
once a year.  If the Trustee did not reclaim VAT from employers, it would increase 
the Scheme’s running costs by a significant amount.  For example, in 2018/19, the 
total VAT cost was £626,700. 

Employers ultimately meet the costs of running the Scheme because if the Actuary’s 
calculations show that the Scheme’s assets are not sufficient to cover the expected 
benefits and costs, employers must pay deficit reduction contributions. 

2. Why does the VAT process need to change? 
In the past, VAT was shared between employers according to the amount of pension 
contributions paid over the year.  The Scheme closed to benefit accrual in 2019 and 
no longer collects pension contributions from employers.  This means we need to find 
a new way to share the VAT cost between employers. 
 

3. Who will receive a VAT invoice? 
VAT invoices will be sent to all Statutory Employers.  A Statutory Employer is an 
employer who has contributed to the Scheme and has not been discharged by 
paying its section 75 employer debt in full or by transferring its pension liability to 
another employer.  Employers who had a deferred debt arrangement in place at the 
date of closure to benefit accrual are Statutory Employers. 
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4. How will employer VAT invoices be calculated going forwards? 
In future, we plan to apportion the VAT cost between individual employers according 
to the value of the pensions accrued by your employees in the Scheme.  The Trustee 
believes that this is the fairest method because the Scheme’s running costs are 
linked to the number, age and pension size of each employer’s members in the 
Scheme. 
 

5. How will the proposed changes affect my business? 
Depending on your business’s circumstances, your future VAT invoice could be quite 
different from the VAT invoices you received in the past.  A small number of 
employers will receive VAT invoices for the first time.  The table below shows how 
the 2019/20 VAT invoices for some employers compare under the old and new 
calculation methods.  
 

Example 
Employer 

Old method 
(£) 

New method 
(£) 

Employer A 0 320 
Employer B 0 2,260 
Employer C 300 320 
Employer D 445 440 
Employer E 510 140 
Employer F 810 330 
Employer G 1100 1100 
Employer H 1,200 5,790 
Employer I 6,040 42,090 
Employer J 7,790 22,600 
Employer K 18,780 33,200 
Employer L 54,510 16,010 

 
If your business is VAT registered you will be able to reclaim from HMRC the VAT 
charged, subject to the normal rules.  You will not be able to do this if your business 
is not VAT registered.  
 
The Scheme cannot offer any advice in respect of VAT and recommends that 
employers speak to their accountants, if required.  
 

6. Why is the VAT cost so high? 
The Scheme’s day-to-day running costs have increased in recent years because: 

• The Scheme’s members are getting older, which means more people are retiring 
and taking their benefits, so the administration team has increased in size to 
support the business need. 

• In recent years, there have been special one-off projects such as the Scheme 
closure, governance review, journey planning and investment strategy changes. 

• Government initiatives, such as the requirement to reconcile and equalise 
members’ GMP benefits and collect section 75 employer debts, have created 
extra work for the Trustee and the administration team. 
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• The Trustee has needed professional advice to find an appropriate way for the 
Scheme to implement section 75 employer debt legislation, which has not been 
easy to apply. 

The Trustee Directors closely monitor the Scheme’s expenditure to keep costs as low 
as possible.  Despite the extra expenditure in recent years, the average cost per 
member is still lower than most other pension schemes of a similar size. 

7. When will you send VAT invoices? 
We usually send VAT invoices in February/March.  This year, we delayed sending 
the 2019/20 VAT invoices while we took professional tax advice.  We plan to issue 
the 2019/20 VAT invoices in December 2021. 
 
The 2020/21 VAT invoices will be sent in May 2022.  Thereafter, we plan to send 
VAT invoices each autumn with the annual employer newsletter. 
 

8. Where can I find out more information or comment on the proposed changes? 
You can contact us: 
 
Through our website: www.plumbingpensions.co.uk/contact   
By email:   employersupport@plumbingpensions.co.uk  
By telephone:  03457 65 65 65 
By post:  Plumbing Pensions (UK) Ltd, Bellevue House, 
   22 Hopetoun Street, Edinburgh EH7 4GH 
 
We kindly ask that you send us your feedback by 15 November 2021. 
 

http://www.plumbingpensions.co.uk/contact
mailto:employersupport@plumbingpensions.co.uk

