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"eport by the +o,ernment Actuary on drafts of the Social Security 9enefits :p-rating =rder 2??8 and 
the Social Security (Bontributions) ("e-rating) =rder 2??8 

 

 

 

ToI  The "ight Jon. Peter Jain LP, Secretary of State for Nork and Pensions  

 

       The "ight Jon. Pane Qennedy LP, Financial Secretary to the Treasury 

 
 

 

 
 

E am pleased to present my report on the likely effects on the Dational Ensurance Fund of the 

proposed !ocial !ecurity Benefits 1p-rating 5rder 2008 and the !ocial !ecurity 
:Contributions= :Re-rating= 5rder 2008.  

 

This report is made in accordance with sections 142(1), 147(2) and 15?(8) of the !ocial 

!ecurity Administration Act B992, as amended by the !ocial !ecurity Contributions :Dransfer 
of Eunctions, etcG= Act B999G  

 

The report contains estimates for the Dational Ensurance Fund of receipts and payments for 
the years 2??7-?8 to 2?12-13.  The estimates are based on a number of assumptions which 

are described in the report.  The principal economic assumptions used correspond with those 

adopted by Jer LaXestyYs Treasury for the Pre-9udget "eport in =ctober 2??7.  

 
=n the basis of my estimates, the balance in the Dational Ensurance Fund at 31 Larch 2??9 

is e[pected to be greater than one-si[th of the amount of benefit payments in 2??8-?9.  This 

e[ceeds the minimum le,el recommended by my predecessor to ensure that a reasonable 
working balance is maintained.  En my ,iew it should not therefore be necessary for any 

Treasury grant to be made to the Dational Ensurance Fund in 2??8-?9. 

 
 

 

 

 
Andrew Pohnston 

Acting +o,ernment Actuary 

Panuary 2??8 
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1    Introduction 

1.1 This report has been prepared under the Social Security Administration Act 1992.  It 
considers the expected effects on the National Insurance Fund of?  

@ the draft Social Security Bene/its 12-ratin4 5rder 2008 (the Bp-rating Order). 

Section 150(8) of the Social Security Administration Act 1992 reJuires the Secretary 

of State for Kork and Pensions to lay a report by the Novernment Actuary before 

Parliament with drafts of any orders which alter the rates of benefits made under that 
section of the Act, and 

@ the draft Social Security (Contributions) (>e-ratin4) 5rder 2008 (the Re-rating 
Order). 

Sections 142(1) and 147(2) of the Social Security Administration Act 1992, as 
amended by the Social Security Contributions (Transfer of Functions, etc.) Act 1999, 

reJuire the Treasury to lay a report by the Novernment Actuary before Parliament with 

drafts of any orders which alter the rates of contributions made under those sections of 
that Act. 

1.2 The report includes the effects on the National Insurance Fund of changes which would 
be made by the draft Social Security (Contributions) (Amendment) >e4ulations 2008 
and the draft Social Security Pensions (BoC Darnin4s Threshold) 5rder 2008G   

1.3 This report is confined to the National Insurance Fund in Nreat Writain.  It does not 

consider the separate Northern Ireland National Insurance Fund, nor the effects of the 

corresponding orders on that Fund. 

 

 

2   -ummary 

2.1 Estimates have been made of the income and outgo of the National Insurance Fund for 

2007-08 to 2012-13.  Yetailed figures have been prepared for the first two years.   

2.2 The receipts from contributions and the payments on benefits in these years will 

depend, among other things, upon the levels of unemployment and employment, and 
the rate of increase in earnings.  The estimates have been made using assumptions 

about the levels of unemployment, employment and earnings increases which 

correspond with those used by Zer Ma\esty]s Treasury for the Pre-Wudget Report on 
9 October 2007 (see paragraph 4.1 and Appendix 3, paragraph 26). 

2.3 The financial effects of the proposals are estimated as follows? 

@ The proposed Bp-rating Order would increase from April 2008 the rates at which 
many benefits are paid, and would increase estimated benefit payments in 2008-09 

by _2,663 million` 

@ The proposed Re-rating Order would alter the rates of Class 2 and 3 contributions, 

the small earnings exception for Class 2 and the band of earnings on which Class 4 

contributions are paid.  Together these changes would increase estimated receipts 
to the National Insurance Fund by _16 million in 2008-09` 

@ The proposed Social Security (Contributions) (Amendment) >e4ulations 2008 
would increase the lower and upper earnings limits and the primary and secondary 

thresholds for Class 1 National Insurance contributions.  It is estimated that these 

changes would increase receipts to the National Insurance Fund in 2008-09 by 
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#105 million.  This includes the effects of the !ocial !ecurity Pensions (1o2 

3arnin4s 5hreshold) 9rder 2008 on contracted-out rebates. 

2.4 The balance in the fund at 31 March 2009 is estimated to be #56,947 million (81.5C of 
estimated benefit payments).  My predecessor recommended that the minimum 

balance should be one-sixth (16.7C) of estimated annual benefit expenditure.  On the 
basis of the estimates in this report, no Treasury grant should be required in 2008-09.   

2.5 Estimates for the period up to 2012-13 suggest that the National Insurance Fund will 

continue to grow, reaching over 130C of estimated benefit payments by 31 March 

2013. 

 

 

3 #$%c'i)*io, o- *.$ c.a,0$% *o 1$,$-i*% a,d co,*'i13*io,% 

3.1 The Qp-rating Order would increase the rates of social security benefits paid from the 

National Insurance Fund, from the week beginning 7 Spril 2008, by the increase in the 

retail prices index in the year to Teptember 2007 (3.9C), except for contribution-based 

jobseeker’s allowance which is increased by the increase in the Rossi index over the 
same period (2.3C).  Table 1 shows the changes to the major benefit rates.  S more 

complete summary of the principal rates of benefit before and after the proposed 

changes is given in Sppendix 1. 

 

4a15$ 1 7 8.a,0$% *o *.$ 9ajo' 1$,$-i*% 'a*$% 

 ;$$<5= 'a*$ i, 
2007-0B 

C'o)o%$d 
i,c'$a%$ i, 

D$$<5= 'a*$ 

;$$<5= 'a*$ 
)'o)o%$d -'o9 

E*. F)'i5 200B 

 

Retirement pension - person 

claiming on their own or their 
deceased spouse’s NI 

contributions - standard rate 

 

#87.30 

 

#3.40 

 

#90.70 

Retirement pension X 

person claiming on their 
spouse’s NI contributions - 

standard rate 

 

#52.30 

 

#2.05 

 

#54.35 

Contribution-based 
jobseeker’s allowance single 

person over 25 

 

#59.15 

 

#1.35 

 

#60.50 

Incapacity benefit long-term 

main rate 

 

#81.35 

 

#3.15 

 

#84.50 

 

3.2 Earnings-related additional pensions of retirement pensioners and bereavement benefit 

beneficiaries who qualified for these pensions before 6 Spril 2008 would be increased 

by 3.9C.  Sdditional pension for those on incapacity benefit would not be increased.  
The increase would apply to additional pensions before abatement for any contracted 

out deduction where the pensioner has been contracted out at any time between 

6 Spril 1978 and 5 Spril 1997.  However, where such a contracted-out deduction 
includes an amount based on earnings between 6 Spril 1988 and 5 Spril 1997, this 
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amount would ,e deemed to ,e increased ,y "305 w6ic6 would ,e paid ,y t6e 

contracted-out pension sc6eme of w6ic6 t6e pensioner is a mem,er3  :6e increase in 
additional pension is correspondingly reduced3 

"3" :6e Re-rating =rder would increase t6e Class " wee?ly contri,ution rate from £7380 to 

£83103  :6ere is a lia,ility for Class 2 contri,utions for self-employed people wit6 profits 
or gains a,ove t6e small earnings exception, w6ic6 would ,e increased from £H,I"J to 

£H,82J a year3  :6e Class 2 wee?ly contri,ution rate would ,e increased from £2320 to 

£23"03  Kelf-employed people wit6 profits ,elow t6e small earnings exception may still 

pay Class 2 contri,utions to protect ,enefit entitlement3  Lor Class H contri,utions, t6e 
lower profits limit and t6e upper profits limit would continue to ,e aligned wit6 t6e 

income tax personal allowance and t6e upper earnings limit for Class 1 contri,utions 

respectively3 

"3H :6e proposed !ocia& !ec)rit, -.ontri0)tions2 -3men5ment2 Reg)&ations 899: would 

increase t6e lower and upper earnings limits (NON and PON) for Class 1 contri,utions to 

£R0 (from £87) a wee? and £770 (from £I70) a wee? respectively3  :6e proposed 

increase to t6e NON is in line wit6 t6e proposed increase to t6e ,asic retirement 
pension w6ile it is proposed to increase t6e PON ,y £7J a wee? a,ove w6at would 

6ave ,een t6e PON 6ad it ,een increased in line wit6 t6e increase in t6e retail prices 

index3  :6e proposed regulations would continue to align t6e primary and secondary 
t6res6olds wit6 t6e income tax personal allowance, w6ic6 6as ,een increased in line 

wit6 t6e increase in t6e retail prices index in t6e year to Keptem,er 20073  :6e 

t6res6olds would ,ecome £10J (from £100) a wee? for wee?ly-paid employees and 
£HJ" (from £H"J) a mont6 for ot6er employees3 

"3J :6e c6anges descri,ed in paragrap6s "3" and "3H are s6own in Appendix 23  :6e 

financial effects of t6ese c6anges are s6own in Appendix J3 

"3I :6e proposed !ocia& !ec)rit, ;ensions -<o= >arnings ?hresho&52 Ar5er 899: would 
increase t6e Now Oarnings :6res6old (NO:) from £1",000 to £1",J00 in 2008-0R3  :6e 

NO: affects t6e amount of Ktate Kecond Pension ,eing accrued and, for people in 

appropriate personal pensions and contracted-out sta?e6older pensions, t6e level of 
contracted-out re,ates3  ConseUuently, t6e upper limit of Band 2 accrual for t6e Ktate 

Kecond Pension would ,e £"1,100 in 2008-0R, compared wit6 £"0,000 in 2007-083  

:6e effects of t6is proposed =rder 6ave ,een allowed for in t6is report3 

 

 

4 Assumptions and methods used to pro1ect receipts and payments 

H31 :6e main economic assumptions w6ic6 6ave ,een used are ,ased on t6ose w6ic6 
were, in part, set out in Annexes A and B of t6e C6ancellor of t6e Oxc6eUuerWs Pre-

Budget Report of =cto,er 20073  :6e important assumptions are: 

 t6at t6e num,er of Yo,s in t6e PZ, including t6e armed forces and excluding t6e self-
employed, is assumed to ,e 273I million in 2007-08 and 2737 million in 2008-0R 

 t6e increase in average earnings is assumed to ,e H305 over t6e year to 2007-08 

and H3J5 over t6e year to 2008-0R[ and 

 t6e num,ers unemployed and claiming ,enefit in Great Britain are assumed to ,e 
038H million on average in 2007-08 and 0387 million in 2008-0R3 

]etails of t6e met6ods used to estimate contri,ution income and ,enefit expenditure are 

given in Appendix "3 
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5 #stimates of receipts, payments and balance in the fund 

#$% &ach significant item of the receipts and payments of the 7ational 9nsurance ;und is 

estimated separately$  <he results for the year 2007-08 are laid out in a format similar 

to that used for the accounts of the 7ational 9nsurance ;und$  Redundancy payments 

are shoCn net of redundancy receipts$  

#$2 <he estimates of receipts and payments for 2008-09 ECith the latest estimates for 

2007-08 shoCn for comparisonF are given in <able 2$ 
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Table 2 ( )stimated receipts and payments and statement of balances of the 7ational 

8nsurance Fund 

;reat <ritain, > million  2??7-?8  2??8-?9  

Deceipts      

 #ontributions (as .i/en in App 6) 76,750  82,8;7  

 <ess reco/eries o> ??@        ;8         50  

 <ess reco/eries o> ?A@, ?@@ and ?A@ 
(and abatements) 

 

  1,;97 

  

  1,868 

 

Fet contribution receipts   7;,806  80,970 

TreasurH .rant            0           0 

#ompensation >rom #onsolidated Jund >or  

??@, ?A@, ?@@ and ?A@ reco/eries 

   

  1,579 

  

1,910 

Kncome >rom in/estments     1,85;    2,267 

?tate scLeme premiums        7;       7; 

MtLer receipts (;)          55         55 

      

Total receipts   78,727  85,276 

Payments      

Bene>its At present rates (as  .i/en in App ;)  65,700  66,992 

 Kncrease due to proposed  cLan.es    2,667 

@ersonal and staOeLolder pensions 

contracted-out rebates (as .i/en in App 7) 

   

  2,72; 

  

  2,167 

A.e-related rebates >or contracted-out 

moneH purcLase scLemes (as .i/en in App 7) 

   

     219 

  

     212 

Administration costs (;)     1,;89    1,528 

QedundancH >und paHments (net) (;)   20;   2;9  

Trans>er to FortLern Kreland         ;52       505 

MtLer paHments          ;1         ;2 

      

Total paHments   70,;70  7;,758 

Statement of balances      

Balance at be.innin. o> Hear (1)   78,177  ;6,069 

Rxcess o> receipts o/er paHments   7,896  10,878 

Balance at end o> Hear   ;6,069  56,9;7 

Balance at end o> Hear as 

percenta.e o> bene>it paHments (2) 

   

69T9 

  

81T5 

 

1T TLe balance in tLe Fational Knsurance Jund at 71 AarcL 2007 Las been taOen >rom 

dra>t accounts o> tLe >und >or tLe Hear 2006-07T 
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2$ %ercenta,es of benefit payments includin, net redundancy payments$ 

8$ Fi,ures may not sum to totals sho;n due to roundin,$  
<$ =he fi,ures for 2007-08 are provisional estimates supplied by other ,overnment 

departments on the basis of amounts received or paid so far this year$  

C$ SS%, SF%, S%% and SA% stand for statutory sicH pay, statutory maternity pay, 
statutory paternity pay and statutory adoption pay respectively$ 

 

C$8 =able 2 sho;s that the balance in the Fund is proIected to ,ro; as a percenta,e of 

benefit payments in 2008-09$  It should be emphasised that there is uncertainty around 
such proIections as the surplus ,enerated each year is the difference bet;een t;o 

lar,e numbers and so Luite small percenta,e chan,es in either of them could result in 

a lar,e percenta,e chan,e in the surplus income, and hence in the proIected fund 
balance$ 

 

 

6 #stimates for 2007-08 

6$M =he estimates sho;n above for 2007-08 may be compared ;ith the estimates made a 

year a,o, and published in my predecessorNs report in Oanuary 2007 PQm 702MR$  =he 

estimated surplus of £7,896 million for 2007-08 sho;n above differs from the surplus of 
£<,8M7 million estimated in that report$  =he difference is mainly due to the hi,her 

contributions paid than ;ere proIected in Qm 702M, ;hich in turn derived from the 

,reater use of electronic payments$  =he potential impact of this chan,e ;as discussed 
in section MC of my predecessorNs report in Oanuary 2006, Qm 6782$ 

6$2 Tstimates for National Insurance Fund benefits for 2007-08 are close to those made in 

Qm 702M$  See Appendix 8 for more detail$ 

 
 

7 #stimates for 2008-09 

7$M =he extra benefit payments in 2007-08 as a result of the proposed increases in benefit 
rates from April 2008 are estimated to be £2,668 million$  %articulars of the extra cost 

and of the payments for individual benefits are ,iven in Appendix <$ 

7$2 =he financial effects on contribution receipts and contracted-out rebates of the 

proposed chan,es set out in para,raphs 8$8, 8$< and 8$6 are ,iven in Appendix C$  =he 
combined effect of the chan,es is estimated to produce an increase in revenue to the 

National Insurance Fund of £M2M million$  Wther chan,es in contribution receipts from 

2007-08 to 2008-09 arise lar,ely as a result of forecast increases in earnin,s bet;een 
the t;o years$  Appendix 6 sho;s an analysis of the contribution receipts$ 

7$8 =able 2 sho;s that the amount of =reasury ,rant estimated to be needed in 2008-09 is 

a,ain nil$  At this sta,e, the estimate of the balance in the National Insurance Fund at 
8M Farch 2009 substantially exceeds one-sixth of estimated benefit payments in  

2008-09$  Fy predecessor recommended that one-sixth of annual benefit payments is 

the minimum to ensure the maintenance of a reasonable ;orHin, balance in the fund$ 

7$< Appendix 9 sho;s the proIected development of the Fund up to 20M2-M8 usin, the 
assumptions in the %re-Bud,et Yeport$  =he Fund Pas a proportion of annual 

expenditureR is expected to increase over this period and so to improve its position as a 

buffer fund$  =he proIected development of the Fund over the lon,er term is sho;n in 
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the Government Actuary1s 3uin5uennial 7evie8 of the National Insurance Fund (Cm 

@008) and the update published on the GAF 8ebsite in Fecember 200HI  It should be 
noted that neither Cm @008 nor the update includes the impact of the Jensions Act 

200", although this report doesI 

 
 

8 #$$ect o$ di$$erent assum1tions about em1loyment, unem1loyment, 
earnin6s and contractin6 out 

8I1 Fifferent assumptions about unemployment 8ould affect the estimates of benefit 

paymentsI  Nhe estimates of contributions are critically dependent on the assumed 

levels of employment and assumptions about the level of earnings increasesI  It is 

appropriate to consider the effect on the income and outgo of the National Insurance 
Fund of different values for these assumptionsI 

8I2 Nhe impact of contracting out is affected by changes in participation in different forms 

of pension provisionI  Changes in contracting out have been unusually large in recent 
yearsI  Nhe effects of alternative assumptions for the numbers contracted out are also 

examinedI 

8IP Nhe effect of different assumed numbers of employees does not depend greatly on the 
assumptions used for earnings increases, nor does the effect of different earnings 

increase assumptions depend greatly on the number of employees assumedI  Nhese 

factors have been considered separately, and the t8o effects can be treated as 

additiveI  Nhe results of varying the economic assumptions are given in Nable P belo8I 

 

Table 3 9 #$$ect on recei1ts and 1ayments o$ the National Insurance Fund in 2008-09 o$ 

variations in economic assum1tions 
 

Great Britain, E million 

Fariation com1ared to assum1tions 6iven in 
A11endiH 3 1ara6ra1h 27 

#$$ect on 
recei1ts in 

2008-09 

#$$ect on 
1ayments in 

2008-09 

GB number of employeesRinRemployment lo8er 
by 200,000 in 200"-08 

-500  

GB number of employees-inRemployment higher 
by 200,000 in 200"-08 

U500 

 

 

Varnings increases 1W lo8er over the year to 
200@-0" and 2W lo8er over the year to 200"-08 

-2,H80  

Varnings increases 1W higher over the year to 
200@-0" and 2W higher over the year to 200"-08 

U2,500  

GB unemployment higher by 200,000 in 200"-08  U100 

GB unemployment lo8er by 200,000 in 200"-08  -100 

8IH Xsing the figures in Nable P it is possible to estimate the liYely contribution receipts, 

benefit payments and fund balance under different sets of assumptionsI  For example, 

if earnings increases 8ere 1W lo8er over the year to 200"-08 and 2W lo8er over the 
year to 2008-09 and the number of employees 8ere 200,000 lo8er and the number 

unemployed 200,000 higher, then the total effect on the receipts net of payments of the 

 

 
 



 

 
8

National Insurance Fund in 2008-09 6ould be a loss of approximately £>?@ billion, 

6hich 6ould still not necessitate a Creasury grant in 2008-09? 

8?E Fifferent leGels or patterns of contracting out could haGe a material effect on the cash 

flo6s of the National Insurance Fund?  Cable 4 sho6s the effect of different 

assumptions on the amounts of rebates paid Ior, in the case of JKLML and the flat-
rate part of JKNOL rebates, deducted from contributions receiGedP in 2008-09? 

Amounts of AOO and AOO staReholder pension rebates for 2008-09, and JKNOL 

rebates for 2008-09 aboGe those deducted from contributions receiGed in 2008-09, 6ill 

generally be paid by the National Insurance Jontributions Kffice after the end of the 
financial year direct to personal pension proGiders or the pension scheme? 

 

Table 4 – Effect on receipts and payments of the National Insurance Fund of variations 
in assumptions on contracting out from April 2008 

 

Areat Britain, D million 

Eariation in assumptions Effect on 
rebates for 

2008-09 

Effect on rebates 
paid or deducted 

from contributions 

paid in 2008-09 

@00,000 more members of JKLML, 6ith same sex, age 
and earnings profile as assumed JKLML membership 

S@20 S@@0 

@00,000 more members of JKNOL 6ith same sex and 
earnings profile as assumed JKNOL membership 

S@40 ST0 

@00,000 more members of AOOs or AOO staReholder 
pensions 6ith same sex, age and earnings profile as 

assumed AOO and staReholder pension membership  

S@T0 0 

 

For different assumptions for changes to the numbers of people contracting out, these 
amounts can be scaled pro-rata? 

 

8?T Che surplus generated in a year is the difference bet6een t6o much larger numbers 

and comparatiGely small changes in these numbers 6ill produce a large change in the 
surplus?  Chis is true for the surpluses in the years 2009-@0 to 20@2-@> as 6ell as for 

the surplus in 2008-09? 
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9   Conclusion 

9#$ %a'(e 2 of t.e report s.o2s t.at t.e 'a(an4e in t.e 6ationa( 7nsuran4e 9und at 
;$ <ar4. 2008 is (i?e(@ to 'e su'stantia((@ a'oAe t.e minimum (eAe( of one-siDt. 

E$F#7HI of 'enefit pa@ments re4ommended '@ m@ prede4essor#  %.e (eAe( is (i?e(@ to 

'e .iJ.er t.an estimated in t.e report on t.e 4.anJes in Kanuar@ 2007 ELm 702$I#   

9#2 A((o2inJ for t.e proposed in4reases in 'enefits and 4.anJes in 4ontri'utions for 2008-
09N it is estimated on t.e assumptions made t.at t.e 'a(an4e of t.e 9und at ;$ <ar4. 

2009 to 'e at (east one-siDt. of 'enefit pa@ments durinJ t.e @ear# AppendiD 9 s.o2s 

t.at on t.e assumptions made t.e 9und is proOe4ted to remain a'oAe t.is (eAe( up to 
;$ <ar4. 20$;# %.e proOe4tions made in AppendiD 9 in4(ude t.e effe4ts of t.e 

Pensions A4t 2007 and t.e 6ationa( 7nsuran4e Lontri'utions Qi(( 2007-08#  

9#; As t.e estimated 'a(an4e of t.e 9und at ;$ <ar4. 2009 eD4eeds t.e re4ommended 
minimum (eAe( pa@ment of a %reasur@ Jrant is not eDpe4ted to 'e reRuired in 2008-09# 

<edium term proOe4tions suJJest t.at %reasur@ Jrant 2i(( not 'e reRuired durinJ t.e 

period to ;$ <ar4. 20$;#  

9#S 7f e4onomi4 4onditions depart from t.e assumptions des4ri'ed in paraJrap. S#$ t.en 
t.e 'a(an4e of t.e 9und at ;$ <ar4. 2009 2i(( 'e different from t.at JiAen a'oAe#  %.e 

effe4t of Aariation in t.ese assumptions is des4ri'ed in se4tion 8#  %.is ana(@sis 

suJJests t.at eAen Ruite su'stantia( a(terations in e4onomi4 4onditions s.ou(d not 
4ause t.e 'a(an4e of t.e 9und at t.at date to fa(( siJnifi4ant(@ 'e(o2 its 4urrent (eAe(#  

 

 
 

 

 

Andre2 Ko.nston 
A4tinJ ToAernment A4tuar@  

 

9e((o2 of t.e 7nstitute of A4tuaries 

 

Kanuar@ 2008  
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!pp#n%i' )*  +ain -at#s o1 2#n#1it 

  3##456 -at# 
in 7889:8; 

< 

3##456 -at# p-opos#% 
1-om 9

t>
 !p-i5 788; 

< 

Retirement pension, bereavement allowance, widow’s pension and 
widowed parent’s allowance 

  

 Personal benefit (basic pension) 87.30 ?0.70 

 @ife or other adult dependant (retirement pension only) 52.30 54.35 

Graduated retirement benefit (unit) 0.1057 0.10?8 

Bereavement payment (1) 2,000 2,000 

Incapacity benefit long-term rate (2)   

 Personal benefit 81.35 84.50 

 Transitional invalidity allowance higher rate 17.10 17.75 

 Transitional invalidity allowance middle rate 11.00 11.40 

 Transitional invalidity allowance lower rate 5.50 5.70 

 @ife or other adult dependant 48.65 50.55 

 Age increase higher rate 17.10 17.75 

 Age increase lower rate 8.55 8.?0 

Incapacity benefit short-term   

 Personal benefit higher rate 72.55 75.40 

 Personal benefit lower rate 61.35 63.75 

 @ife or other adult dependant 37.?0 3?.40 

Statutory sick pay 72.55 75.40 

Jobseeker’s allowance (contribution-based)   

 Personal benefit for those aged 18 to 24 46.85 47.?5 

 Personal benefit for those aged 25 and over 5?.15 60.50 

Maternity allowance (3) 112.75 117.18 

Statutory maternity pay   

 Standard rate (3) 112.75 117.18 

Guardian’s allowance   

 First child 12.?5 13.45 

 Other children 12.?5 13.45 

Increases for the children of widows, widowers, retirement pensioners 

and those on long-term rate and higher short-term rate of incapacity 
benefit and recipients of incapacity benefit over pension age 

  

 First child ?.00 8.75 

 Other children 11.35 11.35 

Uhristmas bonus to pensioners 10.00 10.00 
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(")  *+mp s+m .ene01t2 
 
(3) 4he thresh$78 0$r 9n:apa:1ty =ene01t $00set 0$r $::+pat1$na7 pens1$ns 1s >?@ a AeeB 0$r .$th years2 
 
(C) 4he 01rst D AeeBs $0 EFG 1s pa18 at HIJ $0 the A$manKs aLeraMe AeeB7y earn1nMs A1th n$ +pper 
71m1t2  4herea0ter the rema1n1nM AeeBs are pa18 at the stan8ar8 rate $rN 10 7$Aer HIJ $0 her aLeraMe 
AeeB7y earn1nMs2  Fatern1ty a77$Aan:e 1s pa18 at the am$+nt sh$An $r HIJ $0 the A$manKs aLeraMe 
AeeB7y earn1nMs 10 th1s :a7:+7at1$n res+7ts 1n a 01M+re Ah1:h 1s 7ess2  Ee70Oemp7$ye8 A$men Ah$ h$78 a 
:ert101:ate $0 sma77 earn1nMs eP:ept1$n re:e1Le matern1ty a77$Aan:e eQ+a7 t$ HIJ $0 the matern1ty 
a77$Aan:e thresh$78 (>CI a AeeB)2  

 

 
 



 

 
12

Appendix 2:  +ain features of t3e contri5ution system 

 

 

   Rate in 
2007-08 

Rate proposed 
from April 2008 

Class 1     

 Lo*er earnings limit (L3L)  587 a *eek  590 a *eek  

 ;pper earnings limit (;3L)  5670 a *eek  5770 a *eek  

 Primary threshold   5100 a *eek 
or 5435 a 

month  

5105 a *eek or 
5453 a month  

 Secondary threshold   5100 a *eek 

or 5435 a 
month 

5105 a *eek or 

5453 a month 

 Contribution rates (NI Fund and NLS combined)    

 Primary 
(employee) 

On earnings bet*een the primary threshold 
and ;3L 

(1) 11.0O (1) 11.0O 

  On earnings above the ;3L 1.0O 1.0O 

  Reduced rate on earnings bet*een the 
primary threshold and ;3L, for married 

*omen and *ido* optants 

 

(2) 4.85O 

 

(2) 4.85O 

  NLS allocation included in above - 

percentage of earnings bet*een the primary 
threshold and ;3L 

 

2.05O 

 

2.05O 

   - percentage of earnings above the ;3L 1.0O 1.0O 

 Secondary 
(employer) 

On all earnings above the secondary 
threshold 

(3) 12.8O (3) 12.8O 

  NLS allocation included in above 
(percentage of all earnings for employees 

earning above the secondary threshold) 

 

1.9O 

 

1.9O 

Class 1A and Class 1B     

  Contribution rate (employer only) 12.8O 12.8O 

  NLS allocation included in above  1.9O 1.9O 
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Appendix 2 (cont) 
 

         Rate in 
2007-08 

Rate proposed 
from April 2008 

$%ass (     

  )%at rate contri12tion 3(4(5 a 6ee7 3(4#5 a 6ee7  

  8ma%% earnings e;ce<tion 3=>?#@ a Aear  3=>B(@ a Aear  

  CD8 a%%ocation inc%2EeE in a1oFe G<ercentage of 
contri12tionI 

"@4@J "@4@J 

$%ass #     

  )%at rate contri12tion 3K4B5 a 6ee7  3B4"5 a 6ee7  

  CD8 a%%ocation inc%2EeE in a1oFe G<ercentage of 
contri12tionI 

"@4@J "@4@J 

$%ass =     

  Lo6er <rofits %imit GLMLI 3@>((@ a Aear  3@>=#@ a Aear  

  N<<er <rofits %imit GNMLI 3#=>B=5 a Aear  3=5>5=5 a Aear  

  $ontri12tion rate   

          On <rofits 1et6een the LML anE NML B45J B45J 

          On <rofits a1oFe the NML "45J "45J 

  CD8 a%%ocation inc%2EeE in a1oFe   

          Mercentage of <rofits 1et6een the LML anE NML (4"@J (4"@J 

          Mercentage of <rofits a1oFe the NML "45J "45J 

 

G"I Qhe contracteERo2t re1ate for <rimarA contri12tions in (55KR5B anE (55BR5S is "4?J of 

earnings 1et6een the LTL anE NTL for contracteERo2t sa%arARre%ateE schemes G$O8R8I anE 
contracteERo2t moneA <2rchase schemes G$OVM8I4 

G(I VarrieE 6omen o<ting to <aA contri12tions at the reE2ceE rate earn no entit%ement to 

contri12torA Cationa% Wns2rance 1enefits as a res2%t of these contri12tions4 Co 6omen haFe 
1een a%%o6eE to e;ercise this o<tion since "SKK4 

G#I Qhe contracteERo2t re1ate for seconEarA contri12tions is #4KJ of earnings 1et6een the 

LTL anE NTL for $O8R8 anE "4=J for $OVM8 for 1oth Aears4 
G=I Vem1ers of $OVM8 a%so receiFe an ageRre%ateE re1ate Ga re1ate 6hich increases 6ith 

ageI 6hich is <aiE 1A DV ReFen2e X $2stoms Eirect to the scheme on recei<t of the 

em<%oAerYs enE of Aear ret2rn4 Qhe ageRre%ateE re1ate is ca<<eE at K4=J for 1oth Aears4 )or 

ho%Eers of an a<<ro<riate <ersona% <ension or a sta7eho%Eer <ension> the 6ho%e of the re1ate 
is ageRre%ateE anE> %i7e that for a $OVM8> is <aiE 1A DV ReFen2e X $2stoms Eirect to the 

scheme on recei<t of the em<%oAerYs enE of Aear ret2rn4 Qhe em<%oAeeYs share of the re1ate 

is "4?J4 
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!ppendix 3  *etailed methods and assumptions used 

!ontributions 

1$ Cont)i+,tions a)e estimated se2a)ate34 5o) ea67 63ass$  86t,a3 9nown )e6ei2ts in )e6ent 

4ea)s a)e ,sed to ad;,st mode33ed estimates 5o) 5,t,)e 4ea)s$ 

2$ =stimates o5 C3ass 1 6ont)i+,tions a)e made se2a)ate34 5o) g)oss 6ont)i+,tions and 

amo,nts o5 6ont)a6ted-o,t )e+ates$  =stimates o5 g)oss 6ont)i+,tions and )e+ates a)e 
made ,sing an ea)nings dist)i+,tion +ased on t7e 8nn,a3 @,)ve4 o5 Bo,)s and 

=a)ningsC 2)o;e6ted in 3ine wit7 t7e ea)nings in6)eases s7own in 2a)ag)a27 2D +e3ow$  

E7e g)oss 6ont)i+,tion )es,3ts a)e s6a3ed in 3ine wit7 t7e ass,med n,m+e) o5 
em23o4ees w7i67 a)e a3so given in 2a)ag)a27 2D$  E7e estimates o5 amo,nts o5 

6ont)a6ted-o,t )e+ates a)e made in a simi3a) wa4C ,sing an ass,m2tion o5 t7e n,m+e)s 

6ont)a6ted o,t +ased on t7e Fi5etime Fa+o,) Ga)9et Hata+ase and a33owing 5o) t7e 
6ontin,ation o5 t7e t)end in t7e 2)o2o)tions o5 em23o4ees 6ont)a6ted o,t into 

o66,2ationa3 s67emes o+se)ved in )e6ent 4ea)s$ 

 

I$ Jt7e) 63asses o5 6ont)i+,tions a)e estimated ,sing sim23e) mode3s$  C3ass 18 and 
C3ass 1K 6ont)i+,tions a)e estimated ,sing data 2)ovided +4 BG Leven,e M C,stoms 

NBGLCO on 6ont)i+,tions 2aid in 2)evio,s 4ea)s$  =stimates o5 C3ass 2 and C3ass # 

6ont)i+,tions a)e estimated ,sing data on t7e ea)nings o5 t7e se35-em23o4ed )e6eived 
5)om BGLCC ad;,sted 5o) ea)nings in6)eases$  E7is data is 6om+ined wit7 in5o)mation 

on 6ont)i+,tions )e6eived in t7e 2astC t7e ass,med n,m+e)s o5 se35-em23o4ed in t7e 

5,t,)eC and t7e )ates o5 C3ass 2 and C3ass # in o)de) to estimate t7e 6ont)i+,tions 2aid$  
C3ass I 6ont)i+,tions a)e estimated +4 ad;,sting t7e 6ont)i+,tions 2aid in ea)3ie) 4ea)s 

5o) t7e 67anges in t7e 6ont)i+,tion )ate and a33owing 5o) t7e ePt)a 2a4ments made a5te) 

t7e de3a4ed de5i6ien64 noti6es we)e sent o,t$  8n ad;,stment was a3so made to C3ass I 

6ont)i+,tions to a33ow 5o) t7e sma33e) n,m+e) w7o wi33 need t7ese ePt)a 6ont)i+,tions to 
Q,a3i54 5o) a 5,33 2ension as a )es,3t o5 t7e 67anges to 6ont)i+,tion 6onditions and 

6)edits int)od,6ed +4 t7e Rensions 86t 2007$ 

 
#$ @tat,to)4 si69 2a4 N@@RO and stat,to)4 mate)nit4 2a4 N@GRO )e6ove)ed +4 em23o4e)s 

a)e estimated +4 ad;,sting amo,nts )e6ove)ed in t7e 3atest 4ea) 5o) w7i67 data a)e 

avai3a+3e +)oad34 in 3ine wit7 67anges in n,m+e)s o5 em23o4eesC )ates o5 +ene5itC andC 

5o) ea)nings-)e3ated @GRC t7e ave)age ea)nings o5 women$  E7e additiona3 amo,nt in 
eP6ess o5 100U o5 @GR 2aid w7i67 6an +e )e63aimed +4 sma33 em23o4e)s N@GR 

a+atementO is estimated in a simi3a) wa4$  E7e amo,nt o5 t7e 2a4ment 5)om t7e 

Conso3idated V,nd is estimated as t7e amo,nts o5 @@R and @GR )e6ove)edC wit7 
ad;,stments in t7e 6,))ent 4ea) a)ising 5)om )evisions to estimates o5 amo,nts 

)e6ove)ed in 2)io) 4ea)s$  @tat,to)4 2ate)nit4 2a4 N@RRO and stat,to)4 ado2tion 2a4 

N@8RO a)e estimated in a simi3a) wa4$ E7e)e a)e sti33 2)o+3ems )e3ating to t7e data on 
stat,to)4 2a4ments +,t a6tion is +eing ta9en to )eso3ve t7em$  Wn t7e meantimeC t7e 

+est estimates 7ave +een made +ased on t7e avai3a+3e data +,t it is sti33 2ossi+3e t7at 

5ig,)es 5o) stat,to)4 2a4ments mig7t +e amended in t7e 5,t,)e$  V,33 a33owan6e 7as 

+een made 5o) t7e )e6ent 2o3i64 67anges on d,)ation and entit3ements$ 
 

:
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Other receipts 

5. %&' '()i+a)'( -i.'/ 0o2 2'c'i4)( 02o+ ()a)' (c&'+' 42'+i5+( a2' 6a('d o/ da)a 02o+ 
)&' 8a)io/a9 :/(52a/c' ;o/)2i65)io/( <00ic' o/ )&' 2'c'i4)( o0 )&'(' a+o5/)( i/ )&' 

2'c'/) 4a(). 

=. %&' i/.'()+'/) 2')52/ o/ )&' 8a)io/a9 :/(52a/c' >5/d i( '()i+a)'d 6? a449?i/- a/ 
a((5+'d 2a)' o0 2')52/ )o )&' a.'2a-' 6a9a/c' i/ )&' >5/d d52i/- )&' ?'a2. 

7. %&' a+o5/) o0 )&' %2'a(52? -2a/) 0o2 200C-0E i( '()i+a)'d a( )&a) a+o5/) /''d'd )o 

'/(52' )&a) )&' '()i+a)' o0 )&' 05/d 6a9a/c' a) 31 Ga2c& 200E i( a) 9'a() o/'-(iH)& o0 

6'/'0i) 4a?+'/)( Ii/c95di/- 2'd5/da/c? 05/d 4a?+'/)(J i/ 200C-0E. 

C. K()i+a)'( 0o2 )&' i)'+ ca99'd L<)&'2 2'c'i4)(M i/ )&' acco5/)( o0 )&' 8a)io/a9 :/(52a/c' 

>5/d I+ai/9? 2'co.'2i'( o0 da+a-'( i/ )o2) 02o+ 6'/'0i) 4aidJ a2' 42o.id'd 6? )&' 

N)2a)'-? Oi2'c)o2a)' o0 )&' O'4a2)+'/) 0o2 Po2Q a/d R'/(io/(. 

Benefits 

E. S'/'0i)( a2' '()i+a)'d ('4a2a)'9? 0o2 'ac& o0 )&' co/)2i65)o2? 6'/'0i)(T a/d ('4a2a)'9? 

0o2 )&' 6a(icT 09a)-2a)' '9'+'/)( o0 ()a)' 4'/(io/( a/d 0o2 addi)io/a9 4'/(io/( INKURN 

a/d N2RJ. 

10. :/ -'/'2a9T 0o2 09a)-2a)' 6'/'0i)(T /5+6'2( o0 6'/'0icia2i'( a2' '()i+a)'d 6? )aQi/- )&' 

+o() 2'c'/) da)a o/ 6'/'0icia2i'( a/d 42oj'c)i/- )&'(' Wi)& a99oWa/c' 0o2 aWa2d( a/d 

c'((a)io/( i/ 05)52' ?'a2( 6a('d o/ 4a() 'H4'2i'/c' a/d )aQi/- i/)o acco5/) 
d'+o-2a4&ic 0ac)o2(.  %&' a.'2a-' 2a)' o0 6'/'0i) i( ca9c59a)'dT +aQi/- a99oWa/c' 0o2 

d'4'/d'/c? a/d a.'2a-' a+o5/)( o0 6'/'0i)T 6a('d o/ 4a() da)a a/d o6('2.'d )2'/d(.
 

11. K()i+a)'( o0 6a(ic 2')i2'+'/) 4'/(io/T 6? 0a2 )&' 9a2-'() 6'/'0i)T 5(' )&' 200=-6a('d 
4o459a)io/ 42oj'c)io/ a( a 6a(i( 0o2 )&' /5+6'2( o.'2 4'/(io/a69' a-'.  %&'? a99oW 0o2 

-2ad5a9 c&a/-'( i/ )&' 42o4o2)io/ o0 )&a) 4o459a)io/ 2'c'i.i/- 6a(ic 2')i2'+'/) 

4'/(io/T a( W'99 a( 0o2 a/ i/c2'a(i/- )2'/d i/ )&' /5+6'2( o0 o.'2('a( 2'(id'/)( 

2'c'i.i/- 4'/(io/.  X99oWa/c' i( +ad' 0o2 )2'/d( i/ )&' a.'2a-' a+o5/)( o0 6'/'0i) a
/d 

)&' c&a/-i/- +iH i/ ca)'-o2i'( o0 2')i2'+'/) 4'/(io/ 0o2 Wo+'/ a2i(i/- 02o+ )&' 

i/c2'a(i/- )2'/d 0o2 Wo+'/ )o &a.' '/)i)9'+'/) o/ )&'i2 oW/ co/)2i65)io/(.  X 2'.i'W o0 

)&' a((5+4)io/( 5('d i/ )&' +od'9 &a( 6''/ ca22i'd o5) i/co24o2a)i/- da)a 02o+ )&' 
Yi0')i+' Ya6o52 Ga2Q') Oa)a6a(' )o 42o.id' a/ i/dica)io/ o0 05)52' '/)i)9'+'/)( )o 

6a(ic 2')i2'+'/) 4'/(io/.  X99oWa/c' &a( 6''/ +ad' 0o2 )&' c&a/-'( i/ co/)2i65)io/ 

co/di)io/( i/ )&' R'/(io/( Xc) 2007. 

12. K()i+a)'( o0 a+o5/)( o0 addi)io/a9 4'/(io/ 4aid Wi)& 2')i2'+'/) 4'/(io/ a2' d'2i.'d 

02o+ a-'-(4'ci0ic da)a o/ 4a() 'a2/i/-(.  >o2 05)52' ?'a2(T 'a2/i/-( 0ac)o2( a2' d'2i.'d 

6? adj5()i/- )&'(' 0o2 'a2/i/-( i/c2'a('(T 0o2 )&' i/)2od5c)io/ o0 di00'2'/) acc25a9 2a)'( 

o/ di00'2'/) 6a/d( o0 'a2/i/-( i/ )&' N)a)' N'co/d R'/(io/ IN2RJT a/d 0o2 
d'+o-2a4&ic a/d 'co/o+ic ac)i.i)? 2a)' c&a/-'( 5/d'2 4'/(io/a69' a-'.  X99oWa/c' i(

 

a9(o +ad' 0o2 acc25a9( o0 N2R c2'di)'d 'a2/i/-( 02o+ 2002-03 o/Wa2d(T i/c95di/- )&' 

c&a/-'( i/)2od5c'd 6? )&' R'/(io/( Xc) 2007.  Xcc25'd 'a2/i/-( a2' (52.i.'d )o 
4'/(io/a69' a-' 5(i/- adj5()'d 4o459a)io/ +o2)a9i)? 2a)'(.  X) 4'/(io/a69' a-' )&' 

acc25'd (52.i.'d 'a2/i/-( a2' co/.'2)'d )o a+o5/)( o0 addi)io/a9 4'/(io/ aWa2d'dT 

a/d (52.i.'d 5(i/- )&' +o2)a9i)? 2a)'( 02o+ )&' 200=-6a('d 42oj'c)io/.  X99oWa/c' i( 

+ad' 0o2 addi)io/a9 4'/(io/ W&ic& i( i/&'2i)'d 6? (52.i.i/- WidoW( a/d WidoW'2( a0)'2 
)&' d'a)& o0 a 4'/(io/'2.  X (i+i9a2 +')&od i( 5('d 0o2 -5a2a/)''d +i/i+5+ 4'/(io/( 

a/d co/)2ac)'d-o5) d'd5c)io/(T Wi)& adj5()+'/) )o )&' +o2)a9i)? 2a)'( )o a99oW 0o2 

-'/'2a99? 9i-&)'2 +o2)a9i)? 0o2 )&o(' co/)2ac)'d o5). 

13. K()i+a)'( o0 -2ad5a)'d 2')i2'+'/) 4'/(io/ a2' 6a('d o/ )&' /5+6'2( o0 -2ad5a)'d 

5/i)( 'a2/'d 6')W''/ 1E=1 a/d X42i9 1E75.  X/ '()i+a)'d adj5()+'/) Wa( +ad' )o 
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a%%&' (&r *n,ts &( /e1ease/ men ,nher,te/ 4y the,r ',/&'s 'h& 'ere *n/er pens,&na4%e 

a7e at 8pr,% "9:; an/ 'h,1h '&*%/ n&t 1&me ,nt& payment *nt,% the ',/&' rea1he/ 
pens,&na4%e a7e<  =he *n,ts at 8pr,% "9:; are s*r>,>e/ *s,n7 p&p*%at,&n m&rta%,ty rates< 

8%%&'an1e ,s ma/e (&r ,nher,tan1e &( 7ra/*ate/ *n,ts 4y ',/&'s? ',/&'ers an/ 

4erea>e/ 1,>,% partners<  @n,ts ,n respe1t &( pe&p%e *n/er pens,&n a7e are ass*me/ t& 
4e p*t ,nt& payment &n rea1h,n7 pens,&na4%e a7e<  =he appr&pr,ate 7ra/*ate/ rate ,s 

app%,e/ t& the s*r>,>e/ *n,ts &>er pens,&na4%e a7e< 

"A< Bst,mates &( ',/&'sC 4ene(,ts an/ 4erea>ement 4ene(,ts are 4ase/ &n an a'ar/s an/ 

s*r>,>&rsh,p m&/e%<  =h,s m&/e% ,s sp%,t 4et'een pr&De1t,n7 the rema,n,n7 preE"9FF 
',/&'s 'h& ha>e (*%% trans,t,&na% pr&te1t,&n an/ are s*4De1t t& the preE"9FF r*%es (&r 

',/&'sC 4ene(,t? pr&De1t,n7 the rema,n,n7 ',/&'s ',/&'e/ 4et'een "9FF an/ GHH"? 

an/ pr&De1t,n7 a 4*,%/ *p &( ',/&'s? ',/&'ers an/ 4erea>e/ 1,>,% partners p&st GHH" 
'h& are s*4De1t t& the r*%es (&r ',/&'sC 4ene(,ts an/ 4erea>ement 4ene(,ts ,ntr&/*1e/ 

4y the Ie%(are Je(&rm an/ Kens,&ns 81t "999<  8%%&'an1e ,s ma/e (&r ',/&'ers ',th 

1h,%/ren 'h& 'ere ',/&'e/ 4e(&re 8pr,% GHH" an/ 'h& ha>e re1e,>e/ ',/&'e/ 

parentCs a%%&'an1e s,n1e 8pr,% GHH"<  8'ar/s are 4ase/ &n re1ent /ata an/ are 
pr&De1te/ *s,n7 n*m4ers &( ne' ',/&'s? ',/&'ers an/ 4erea>e/ 1,>,% partners (r&m 

the %atest mar,ta% 1&n/,t,&n pr&De1t,&n Lm,/EGHHM 4ase/ a/D*ste/NO term,nat,&n an/ 

trans(er rates 4y s,n7%e a7e an/ type &( 4ene(,t are /er,>e/ (r&m re1ent /ata<  8 (*%% 
re>,e' &( a%% the ass*mpt,&ns *se/ ,n the m&/e% has 4een ma/e ,n1&rp&rat,n7 /ata 

p&st GHH"<  =h,s has ena4%e/ appr&pr,ate ass*mpt,&ns t& 4e ma/e (&r ',/&'ers 4ase/ 

&n a1t*a% /ata< 

";< =here has 4een n& (,rm /ata &n the n*m4er &( %*mp s*m ',/&'s payment P 

4erea>ement payment s,n1e "99#E9:<  Bst,mates (&r th,s are /er,>e/ (r&m n*m4ers &( 

a'ar/s &( 4erea>ement 4ene(,t? 1&m4,ne/ ',th ass*mpt,&ns &n th&se 1ases 'h& are 

n&t a'ar/e/ 4erea>ement 4ene(,t 4ase/ &n the &%/ /ata<  =he a'ar/s &( 4erea>ement 
a%%&'an1e ha>e 4een *n*s*a%%y %&' ,n re1ent stat,st,1s< =here are n& eQterna% (a1t&rs 

that '&*%/ eQp%a,n a /r&p &( the s,Re that has 4een &4ser>e/ an/ s& the pr&4a4,%,ty that 

the /ata ,s ,n1&rre1t ,s s,7n,(,1ant<  Sn the a4sen1e &( any &ther ,n(&rmat,&n? th,s /ata 
has 4een *se/ 4*t ,t has %e/ t& a /r&p ,n the est,mates pre>,&*s%y ma/e< 

"#< Bst,mates &( the am&*nt &( a//,t,&na% pens,&n pa,/ ',th ',/&'sC 4ene(,ts an/ 

4erea>ement 4ene(,ts are /er,>e/ (r&m the ret,rement pens,&n a//,t,&na% pens,&n 
m&/e%< 811r*e/ a//,t,&na% pens,&n t& pe&p%e /y,n7 *n/er pens,&na4%e a7e? an/ a1t*a% 

a//,t,&na% pens,&n ,n payment t& th&se /y,n7 &>er pens,&na4%e a7e are 1&n>erte/ t& 

7,>e am&*nts &( ',/&'sC? ',/&'ersC an/ 4erea>e/ 1,>,% partners a//,t,&na% pens,&n? 

*s,n7 ass*mpt,&ns &n mar,ta% an/ 1,>,% partnersh,p stat*s an/ a7e &( s*r>,>,n7 sp&*se 
an/ 1,>,% partner<  =he am&*nt ,s sp%,t 4y type &( 4ene(,t an/ s*r>,>e/ *s,n7 the ma,n 

4as,1 4erea>ement 4ene(,t m&/e%<  8%%&'an1e ,s ma/e (&r the 1han7es 'h,1h ha>e 

app%,e/ s,n1e 8pr,% GHH"? *n/er 'h,1h a//,t,&na% pens,&n ',%% &n%y 4e pa,/ t& ',/&'s? 
',/&'ers an/ 1,>,% partners *n/er pens,&na4%e a7e 'h& re1e,>e ',/&'e/ parents 

a%%&'an1e<  8m&*nts &( s*r>,>e/ a//,t,&na% pens,&n are trans(erre/ 4a1T t& the ma,n 

ret,rement pens,&n m&/e% ,n respe1t &( ',/&'s? ',/&'ers an/ 4erea>e/ 1,>,% partners 

'h& rea1h pens,&na4%e a7e? ,n1%*/,n7 am&*nts 'h,1h are n&t a1t*a%%y pa,/ *n/er 
pens,&n a7e<  8 s,m,%ar meth&/ ,s *se/ (&r 1&ntra1te/E&*t /e/*1t,&ns< 

":< =ren/s ,n a'ar/s an/ s*r>,>a% (&r ,n1apa1,ty 4ene(,t are 4ase/ &n re1ent /ata<  

8//,t,&na% pens,&n ',th ,n1apa1,ty 4ene(,t 1ease/ (&r ne' a'ar/s (r&m 8pr,% "99;? 
a%th&*7h a(ter "99; 1ases st,%% reta,n the 4ene(,t at the eQ,st,n7 rate<  =he est,mates /& 

n&t ,n1%*/e the e((e1ts &( the Ie%(are Je(&rm 81t GHH:<  =h,s &n%y a((e1ts ne' a'ar/s 

&( 4ene(,t an/ s& ',%% n&t ha>e a s,7n,(,1ant e((e1t (&r se>era% years< 

"F< =he est,mate &( the 1&st &( 1&ntr,4*t,&nE4ase/ D&4seeTerCs a%%&'an1e ,s 4ase/ &n the 

ass*mpt,&ns (&r the n*m4er &( *nemp%&ye/ set &*t ,n para7raph G# &( th,s appen/,Q<  
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These estimates were provided by the Strategy 6irectorate of 69P.  The estimates 

were adjusted to convert them from an accruals (resource) to a cost (encashment) 
basis. 

1B. Cstimates for maternity allowance are based on recent data on awards and benefits in 

receipt varied in line with numbers of births from the latest population projection.  Full 
allowance has been made for the recent policy changes on duration and entitlements. 

Cstimates for guardian’s allowance are derived from recent data, varied in line with 

numbers of children in the population and with an allowance for recent trends.  

Cstimates for the lump sum Ghristmas bonus are derived from numbers assumed to be 
entitled to the Hualifying benefits (retirement pension, widow’s pension, widowed 

parent’s allowance and long-term incapacity benefit) with allowance for those cases 

not entitled to the Ghristmas bonus. 

20. The underlying estimates of payments for all benefits are aligned to recent data on 

payments for 2007-08 to ensure that account is taken of more recent changes in 

factors affecting benefit payments than are incorporated in data on numbers of 

beneficiaries. 

 

!t#$% pa)m$nts 

 
21. Cstimates of payments to providers of appropriate personal pensions (APPs) and 

stakeholder pensions are made using the method for calculating contracted-out 

rebates which was described in paragraph 2 of this appendix.  Pirtually all the rebates 
in respect of contributions paid in one financial year are paid in the following financial 

year. 

22. Redundancy payments estimates (net of redundancy receipts) are provided by the 

6epartment for Business Cnterprise and Regulatory Reform, and are based on the 
same economic assumptions as the other estimates. 

23. Transfers from the Great Britain National Insurance Fund to the Northern Ireland 

National Insurance Fund are made in order to keep the balance in the Northern Ireland 
National Insurance Fund at 2.84% of the combined balance in the two funds.  

Cstimates of transfers to Northern Ireland are made on this basis. 

24. The administration costs have been estimated as the 2006-07 costs increased in line 
with inflation. 

25. The figures for [Other payments] are based on an extrapolation of amounts shown in 

the accounts of the National Insurance Fund for this item in previous years. 

 

 
 



 

 
"8

!conomic assumptions 

2%& '(e estimates for 2ontri4ution re2eipts are sensiti7e to t(e assumptions used a4out t(e 
num4ers of emp9o:ees and t(e num4ers of se9f-emp9o:ed <or=ers> and to t(e 

assumptions used for earnin?s in2reases&  '(e estimates of 4enefit pa:ments depend> 

amon? ot(er t(in?s> on assumptions a4out t(e num4ers unemp9o:ed&  @n a22ordan2e 
<it( norma9 pra2ti2e> <or=in? assumptions (a7e 4een ?i7en 4: t(e Ao7ernment in 

re?ard to t(ese fa2tors&  '(e assumed num4er of BCA 29aimants is 4ased on an EAF G 

audited assumption> deri7ed from an a7era?e of independent fore2asts&  '(e e2onomi2 

assumptions <(i2( (a7e 4een used are t(ose <(i2( under9ie t(e estimates of t(e 
2ontri4utor: so2ia9 se2urit: 4enefits as ?i7en in t(e Hre-Iud?et Jeport in F2to4er 

2007&  '(ese are ?i7en 4e9o<M 

 
Assumptions used for estimates 

 2007-08 2008-09 

 

Eum4er of emp9o:ment No4s OPQR> mi99ion Oin29udin? 
ST Uor2es> eV29udin? se9f-emp9o:edR 

 

 

27&% 

 

 

27&7 

 

@n2rease in a7era?e earnin?s on one :ear ear9ier> W 

 

X&0 

 

X&Y 

 

A7era?e num4er of unemp9o:ed OAIR> mi99ion 

 

0&8X 

 

0&87 

 

'(e assumptions for 2007-08 differ from t(ose used in ma=in? 9ast :earZs report& 

 

27& '(e effe2ts of 7ariations in t(ese assumptions are ?i7en in para?rap(s 7&[ and 7&X of 
t(e main report& 
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Appendix ): +stimated payments from the National Insurance Fund for 
benefits, and effect of benefit up-rating on payments in 2008-09 

 

Great Britain £ million +stimated 
total 

payments in 
200F-08  

+stimated 
total 

payments in 
2008-09 

+xtra 
payments in 

2008-09 as a 
result of the 

up-rating 

Retirement pensions – basic 47,274 50,057 1,777 

Retirement pensions – additional pensions 10,265 11,489 620 

<idows> ? bereavement benefits – basic 599 557 16 

<idows> ? bereavement benefits – additional 
pensions 

139 121 5 

Incapacity benefit – basic 6,436 6,410 226 

Incapacity benefit – additional pensions  246 210 0 

Contribution-based Hobseeker>s allowance 416 411 9 

Maternity allowance 195 267 10 

Kuardian>s allowance 2 2 0 

Christmas bonus 129 130 0 

 

Total (1) 

 

65,700 

 

69,654 

 

2,663 

 

Redundancy payments (net) (1) 

 

204 

 

249 

 

0 

 

(1) Figures from these lines appear in Table 2 in the main report. 
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Appendix ): Analysis of the chan4es in contribution receipts for 2008-09 as a 
result of the contribution re-ratin4 order and other measures 

 

Great Britain, £ million 

 

National Insurance Fund effects 

 Eontributions 

for 2008-09 

 Eontributions 

received in 
2008-09 GHI 

 

 

Social Security (Contributions) (5e-ratin7 and  

National Insurance Funds Payments) >rder 
2007 

     

 Increase in Class 2 rate @15  @11  

 Increase in Class 2 small earnin7s 
eCceDtion E indeCation eFFect 

-4  -3 
 

 Increase in Class 3 rate @4  @1  

 Increase in Class 4 DroFits limits E 
indeCation eFFect  

@88  @8 
 

Total   @103  @16 

 

ProDosed Social Security (Contributions) 

(Amendment) 5e7ulations 2008 

     

 Increase in Class 1 Drimary and secondary 

thresholds, and loOer and uDDer earnin7s 
limits E indeCation eFFect  

 

 

 

  

 

 

 

     PFFect on contribution receiDts From 7ross    

contributions (2) 

 

@561 

  

@493 

 

     PFFect on contribution receiDts From  

contracted-out rebates (4) 

 

-543 

  

-389 

 

      

Total   @19  @105 

 

Total, all measures 

   

@122 

  

@121 

 

 
(1) The balance oF contributions For 2008-09 Oill not be received until aFter 31 Sarch 

2009T 

(2) Fi7ures are 7ross oF statutory sicU Day, statutory maternity Day, statutory Daternity Day 
and statutory adoDtion DayT 

(3) Fi7ures may not sum to totals shoOn due to roundin7T 

(4) This line also includes the eFFects oF the DroDosed Social Security Pensions (VoO 
Parnin7s Threshold) >rder 2008T 
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Appendix 6*  Anal-sis o0 contribution receipts b- 0und and class o0 contributor, 
and anal-sis o0 occupational pension sc7eme contracted out rebates 

 

Great Britain, £ million    2007-08   2008-09  

 

Bational Cnsurance Dund 

        

Class 1 (1) Primary Gross 31,562   34,988   

  Contracted-out rebate (2) 2,443   2,672   

  Net  29,119   32,317  

 Secondary Gross 49,632   53,385   

  Contracted-out rebate (2) 5,429   5,998   

  Net  44,203   47,386  

 Total Gross 81,194   88,373   

  Contracted-out rebate (2) 7,872   8,670   

  Net   73,322   79,703 

Classes 1A and 1B    924   931 

Class 2     323   338 

Class 3 (3)     109   104 

Class 4     1,672   1,771 

Total National Gnsurance Fund Contributions (4)     76,350   82,847 

 

Bational Eealt7 FerGice 

        

Class 1 Primary   8,394   9,145  

 Secondary   11,202   12,051  

 Total    19,596   21,196 

Classes 1A and 1B    161   162 

Class 2     59   62 

Class 3 (3)     20   19 

Class 4     785   824 

Total National Iealth Service Contributions     20,621   22,263 
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Appendix ) *cont. 
 

Great Britain, £ million    2007-08   2008-09  

 

All contributions 

        

#lass 1 (1) Primary /ross 39,956   44,133   

  #ontracted-out rebate (2) 2,443   2,672   

  @et  37,513   41,461  

 Secondary /ross 6B,834   65,436   

  #ontracted-out rebate (2) 5,429   5,998   

  @et  55,4B5   59,437  

 Total /ross 1BB,79B   1B9,569   

  #ontracted-out rebate (2) 7,872   8,67B   

  @et   92,918   1BB,899 

#lasses 1A and 1F    1,B85   1,B93 

#lass 2     383   4BB 

#lass 3 (3)     129   123 

#lass 4     2,457   2,595 

 

@otal contributions     9),972   A0B,AA0 

         

 
 

(1) All figures are gross of recoIeries by employers of statutory sick pay, statutory maternity 

pay, statutory paternity pay and statutory adoption pay. 
(2) #ontracted-out rebates in respect of contracted-out occupational pension schemes 

deducted from contributions paid in year only. 

(3) These figures include an allowance for eOtra payments made after the delayed deficiency 
notices are sent out. 

(4) These figures appear in Table 2 in the main report. 

(5) Figures may not sum to totals shown due to rounding. 

 

 
 



 

 
23

Appendix 7:  Analysis of payments in respect of appropriate personal pensions 
and age-related re7ates in respect of contracted out money purc9ase sc9emes 
made 7y :; Revenue and Customs 

 

Great Britain, £ million  2007-08  2008-0F  

 

Personal and Stakeholder pension rebates 

 

 Primary contracted-out rebates 527  429  

 Secondary contracted-out rebates 1,797  1,738  

   

 Total (1)  2,324  2,167 

   

Age-related rebates for members of contracted- 

out money-purchase schemes (1) 

  

219 

  

212 

  

All payments in respect of personal pensions  

and age-related rebates to contracted-out  

money purchase schemes 

   

 

2,543 

  

 

2,379 

  

 

 

(1) The figures from these lines appear in Table 2 in the main report. 

(2) Figures may not sum to totals shoIn due to rounding. 

 

 
 



 

 
"#

Appendix 8*  Comparison of estimates for 2007-08 made now and in Cm 7021 
(:anuary 2007) 

Great Britain, A million  2007-08 estimates 
made now 

 2007-08 estimates 
given in Cm 7021 

 

Receipts      

 $ontri*+tions -./012  -0/31"  

 4ess reco7eries of 99: #;  #<  

 4ess reco7eries of 9=:/ 9:: an? 9@: 
an? 9=:/ 9:: an? 9@: a*atement 

 

3/#<- 

  

3/01. 

 

Bet contri*+tion receiCts   -#/;2.  -3/-#- 

Dreas+rE grant   2  2 

$omCensation from $onsoGi?ate? H+n?  

for 99: an? 9=: reco7eries 

   

3/10< 

  

3/0<- 

Income from in7estments   3/;1#  3/-<< 

9tate scheme Cremi+ms   -#  33; 

Kther receiCts   11  .< 

      

DotaG receiCts   -;/0"-  -1/302 

 

Payments 

     

Lenefits    .1/-22  .1/-## 

:ersonaG an? staMehoG?er 

Censions contracte?No+t re*ates 

   

"/0"# 

  

"/31. 

@geNreGate? re*ates for contracte?No+t  

moneE C+rchase schemes 

   

"3< 

  

"21 

@?ministration costs   3/#;<  3/#-2 

Re?+n?ancE f+n? CaEments PnetQ   "2#  "13 

Dransfer to Borthern IreGan?   #1"  #1" 

Kther CaEments   #3  00 

      

DotaG CaEments   -2/#02  -2/030 

 

R Hig+res maE not s+m to totaGs ?+e to ro+n?ingS 
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1. The estimates of Class 1 contributions are higher than last year.  This is due to the 

volatility in the receipt of contributions by the National Insurance Fund caused by 
electronic payments. 

 

2. Receipts of Class 2 and Class 3 contributions are historically volatile and the 
differences between these estimates and those in Cm 7021 are not unusual.  Receipts 

of other classes are little changed from last year. 

 

3. Estimates of EEP, EMP, EPP and EIP are higher than last year, mainly because of 
changes in the lag pattern (i.e. the difference between when the liability occurs and 

when it is recovered).  There are still some unresolved questions in relation to this data 

and therefore there is the possibility of revisions in the future when these problems are 
resolved.  However, the position has improved considerably in the past two years. 

 

4. The estimate of total benefit payments for 2007-08 is very similar to that shown in last 

year’s report. 
 

5. Payments of minimum contributions to appropriate personal pension (IPP) providers 

(including IPP stakeholder pensions) are now estimated to be higher than was 
estimated last year.  This is in line with more recent data on the amounts that have 

been paid. 

 
6. Estimates of the administration costs are little changed from those in Cm 7021. 

 

7. The assumptions used in making the two sets of estimates are compared in the table 

below. 
 

 

 2007-08 estimates 
made no0 

2007-08 estimates 
1iven in 3m 7021 

Number of employees in employment (TU), million 

(including HM Forces, excluding self-employed) 

 

27.6 

 

27.4 

Increase in average earnings on one year earlier, W  

4.0 

 

4.5 

 

Iverage number of unemployed (XB), million 

 

0.84 

 

0.98 

 

 

!easons (o) *+anges in estimates 

 

 
 



 

 
2#

 

Appendix 9 Projected receipts, payments and fund balances for the National 
Insurance Fund up to 2012-13 

 
Balance in National Insurance Fund at the end of successive financial years 

 

Great Britain,  
£ million 

2006-07 

(1) 

2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 

 

$%c%i()* 71-2.# 7/-327 /5-23# //-2.. .2-317 100-32# 10#-535 

4a67%8)* #7-3/2 70-230 72-35/ 77-72/ /0-./7 /2-351 //-/22 

9:c%** o< 
=%c%i()* o>%= 

(a67%8)* 

3-.12 7-/.# 10-/7/ 10-751 13-330 15-.75 17-713 

?a@a8c% i8 
AB8d a) %8d o< 

6%a= 

D2E 3/-173 2#-0#. 5#-.27 #7-#./ /1-02/ .7-003 112-71# 

?a@a8c% a) %8d 
o< 6%a= a* a 

(%=c%8)aF% o< 
G%8%<i) 

(a67%8)* D#E 

 

 #1.3 

 

#... 

 

/1.5 

 

.2.2 

 

10#.0 

 

121.# 

 

13#.3 

 
 

D1E A=o7 )I% d=a<) accoB8)* <o= 200#-07. 

D2E KIi* B*%* )I% GooL >a@B% o< )I% <B8d a* a) 31 Ma=cI 200# a8d i* i8 acco=da8c% Go)I Ni)I 
)I% accoB8)* a8d Ni)I (a*) (=ac)ic%.  OoN%>%=- i) i* 8o) co8*i*)%8) Ni)I )I% <B8d (=oj%c)io8* 

7ad% i8 76 (=%d%c%**o=Q* @a)%*) RBi8SB%88ia@ $%>i%N o< )I% Ta)io8a@ U8*B=a8c% AB8d- NIicI 

B*%d 7a=L%) >a@B%*. 

D3E 4=oj%c)io8* <o= 200.-10 a8d @a)%= 6%a=* a=% Ga*%d o8 )I% %co8o7ic a**B7()io8* B*%d <o= 
)I% 4=%-?BdF%) $%(o=) i8 Vc)oG%= 2007. 

D2E KI% %:c%** o< i8co7% o>%= %:(%8di)B=% %acI 6%a= i* )I% di<<%=%8c% G%)N%%8 )No @a=F% 

8B7G%=* a8d *o SBi)% *7a@@ (%=c%8)aF% cIa8F%* i8 %i)I%= o< )I%7 coB@d =%*B@) i8 a @a=F% 
(%=c%8)aF% cIa8F% i8 )I% *B=(@B* i8co7%.  KIi*- i8 )B=8- coB@d Ia>% a *iF8i<ica8) %<<%c) o8 )I% 

<B8d Ga@a8c%*. 

D5E U8c=%a*%* i8 G%8%<i) =a)%*- co8)=iGB)io8 =a)%* a8d %a=8i8F* @i7i)* a<)%= 200/-0. a=% 
%*)i7a)%d i8 acco=da8c% Ni)I )I% @%Fi*@a)io8. 

D#E KIi* i* Ga*%d o8 G%8%<i) (a67%8)*W )I% (a67%8)* <iFB=%* i8 )I% )aG@% a@*o i8c@Bd% 

(%=*o8a@ (%8*io8 a8d XVM4 =%Ga)%* a8d ad7i8i*)=a)io8 co*)*. 
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