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National insurance contributions (NICs) are essentially a
tax on earned income. The NICs regime divides income
into different classes: Class 1 contributions are payable
on earnings from employment, while the profits of the
self-employed are liable to Class 2 and 4 contributions.
National insurance is often overlooked yet it is the
largest source of government revenue after income tax.
We highlight below the areas you need to consider and
identify some of the potential problems.
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Scope of NICs

Employees

Employees are liable to pay Class 1 NICs
on their earnings. In addition a further
secondary contribution is due from the
employer.

For 2018/19 employee contributions are
only due when earnings exceed a ‘primary
threshold' of £162 per week. The amount
payable is 12% of the earnings above £162
up to earnings of £892 a week, the Upper
Earmings Limit (UEL). In addition there is a
further 2% charge on weekly earnings
above the UEL. Secondary contributions
are due from the employer of 13.8% of
earnings above the 'secondary threshold'
of £162 per week. There is no upper limit
on the employer's payments. For 2017/18
the primary and secondary thresholds are
£157 per week and the UEL £866.

Employer NICs for under 21s

Employer NICs for those under the age of
21 are reduced from the normal rate of
13.8% to 0%. For the 0% rate to apply the
employee will need to be under 21 when
the earnings are paid.

This exemption will not apply to earings
above the Upper Secondary Threshold
(UST) in a pay period. The UST is set at the
same amount as the UEL, which is the
amount at which employees’ NICs fall
from 12% to 2%. The weekly UST is £892
for 2018/19 up from £866 a week in
2017/18. Employers will be liable to 13.8%
NICs beyond this limit. The employee will
still be liable to pay employee NICs.

NICs for apprentices under 25

Employer NICs are also reduced to 0% for
apprentices under 25 who earn less than
the upper secondary threshold (UST)
which is £892 per week and £46,350 per
annum for 2018/19 (up from £866 per
week and £45,000 per annum for 2017/18).
Employers are liable to 13.8% NICs on pay
above the UST. Employee NICs are payable
as normal.
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An apprentice needs to:
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be working towards a government
recognised apprenticeship in the UK which
follows a government approved
framework/standard

have a written agreement, giving the
government recognised apprentice
framework or standard, with a start and
expected completion date.



