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Don’t Pay Too Much National Insurance

If you have income from more than one job, or if you have self employment income as well as being
employed, you should take care to ensure that you do not pay more in national insurance
contributions than you need to.

The prescribed annual maximum normal contribution for an individual is 53 weeks at the standard primary
(employee) Class 1 contribution rate between the earnings threshold and the upper earnings limit. For 2011-
12 this works out to be £4,312.08. There is also an additional 1% payable on earnings in excess of the upper
earnings limit.

If you think there is a chance of your exceeding this limit, you can apply for deferment of contributions on
the ‘surplus’ employments and/or self employment. The Deferment Group recommends that application
should be made before the start of the tax year, but will accept applications up to 14 February during the tax
year.

Class 1 contributions

The Deferment Group will tell you for which employments they have allowed deferment of contributions
and will send to the relevant employer(s) a certificate telling them not to deduct primary Class 1
contributions from you during the tax year and asking them to refund any contributions they may already
have deducted from your wages/salary during the year.

Class 2 contributions

If you expect your earnings from self employment to be less than the small earnings exception limit (£5,315
for 2011-12), you may apply for exception from paying Class 2 contributions. However you may, if you
wish, continue to pay Class 2 contributions voluntarily to keep up your entitlement to the benefits they
provide (Incapacity Benefit, Retirement Pension, Widow’s Benefit and Maternity Allowance).

Your Class 2 contributions may be deferred if you can show that you are otherwise likely to pay above the
annual maximum normal contribution (£4,312.08 as set out above) in Class 1 and Class 2 contributions.

Class 4 contributions

Your Class 4 contributions may be deferred if your normal national insurance contributions (Classes 1, 2,
and 4) are likely to exceed the maximum for Classes 2 and 4 normal contributions on their own).

After the year end

After the end of the tax year, the Deferment Group will work out your overall contribution position for the
year and collect any balance of contributions that may remain payable.

Contribution refunds

If you do not apply for deferment in time, it is still possible to claim a refund of overpaid national insurance
contributions. The time limit for claiming is broadly six years after the end of the tax year in which the
payment was made.

Please check with us if you would like further information or assistance in this area.

Disclaimer: The information contained in these articles is of a general nature and no assurance of accuracy can be given. It is not a substitute for specific
professional advice in your own circumstances. No action should be taken without consulting the detailed legislation or seeking professional advice. Therefore no
responsibility for loss occasioned by any person acting or refraining from action as a consequence of the material can be accepted by the authors or the firm.
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