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Sections 77 and 78: National I nsurance Class 1B contributions

Section 77 tiesthe National Insurance Class 1B rateto therate of ‘ secondary’ (employer)
Class 1 contributions, thus preventing the Class 1B rate from being rai sed independently
by regulations. Both rates are currently set at 12.2%.

It amends section 10A of the Contributions and Benefits Act which dealswith Class 1B
contributions, replacing subsection (6) (which provides that the percentage rateisto be
12.2%, but enables it to be altered under section 143A of the Administration Act) with
aprovisiontotieit to therate of the secondary contribution, as specified in section 9(2)
of the Contributions and Benefits Act.

Background

Measures introduced in the Social Security Act 1998 provide that, from 6 April 1999,
employers can settle the National Insurance liability on a Pay As Y ou Earn Settlement
Agreement (PSA) for tax purposes. Thisintroduced a new class of National Insurance
contributions known as Class 1B.

The percentage rate of Class 1B NICswas initialy set at the same level as the rate of
secondary (employer) contributions, but was capable of being varied independently of
the secondary Class 1 rate.

This section ties the rate of Class 1B directly to the rate of secondary (employer)
contributions, thus taking away the ability for it to be varied independently of that rate.

Section 78 makes corresponding provision for Northern Ireland.


http://www.legislation.gov.uk/id/ukpga/1999/30/section/77
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