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 state benefits
90 or so years ago David Lloyd George introduced a ‘temporary measure’ he described as national insurance; in 2006 / 7 the yield is anticipated to be of the order of £ 66,000,000,000

benefits taxed under Schedule E as earned income
incapacity benefit (1) (2)                industrial death benefit pensions             carer’s allowances (2)

jobseekers allowance                      retirement pension (2)                             statutory maternity pay

statutory paternity pay                    statutory adoption pay                             statutory sick pay               

widowed parents’ allowance and widows’ pension (2)     bereavement allowance
invalidity allowance paid with state pension

(1) payments in first 28-weeks not taxed

(2)   child addition not taxed
benefits not taxed

short-term benefits
maternity allowance

child’s benefits and allowances
child benefit        child’s special allowance       guardian’s allowance       one-parent benefit
child tax credit            
child dependency additions paid with retirement pension, bereavement allowance, incapacity benefit, carer’s allowance, severe disablement allowance, higher-rate industrial death benefit

industrial injury benefits

constant attendance allowance   industrial death benefit     industrial injuries disablement pension 
pneumoconiosis and miscellaneous disease benefits           reduced earnings allowance
war disablement benefits
constant attendance allowance          disablement pension            severe disablement allowance

other benefits

attendance allowance       bereavement payment                christmas bonus          cold weather payments 

council tax benefits          disability living allowance         earnings top-up           housing benefit 
incapacity benefit (short term, lower rate)                          income support           jobfinder’s grant
pension credit                   redundancy payment                  social fund payments  
television licence payment      vaccine damage                   war pensions              widow’s payment

winter fuel payment        working tax credit             

taxable benefits
statutory adoption pay

from 11 April 2005 payable at the same rate as the remaining weeks of maternity pay after
                        qualifying average                                                                maximum number                                                                                                                                                                                                                                  

                                        weekly earnings                         rate                                       of weeks paid

statutory adoption pay      £ 82.00                        lower of 90% of average                           26
                                                                            weekly earnings and £ 106.00
statutory maternity pay    baby due                 first 6 weeks: 90% of average                       26
                                       6.4.5 – 22.7.5  £79     weekly earnings after first 6 weeks:
                                     23.7.5 – 5.4.6   £ 82     lower of 90% of average weekly                              
                                                                                earnings or £ 106.00

  statutory paternity pay    baby due               lower of 90% of average weekly                       2                    

                                       6.4.5 – 22.7.5  £ 79             earnings or £ 106.00

                                      23.7.5 – 5.4.6   £ 82
  statutory sick pay (SSP) £ 82.00                                    £ 68.20                                               - 
benefits taxed under Schedule E

                                                                                               weekly from      2005 / 06            weekly from        2004 / 05
                                                                                                 11/4/2005             total                 12/4/2004               total

                                                                                                        £                        £                          £                        £

retirement pensions

    single person                                                                           82.05               4,266.60                 79.60              4,139.20
    married couple

        both contributors – each                                                      82.05              4,266.60                 79.60               4,139.20
        wife not contributor – addition                                            49.15              2,555.80                 47.65               2,477.80
        wife not contributor -  joint                                                131.20               6,822.40              127.25               6,617.00
     age addition (over 80) – each                                                     .25                     13.00                  0.25                    13.00
bereavement benefits- paid to widows and widowers for up to 52 weeks
     bereavement allowance  (widow’s pension) – standard        82.05                4,266.60                 79.60               4,139.20                  
     widowed parent’s (mother’s) allowance                               82.05                 4,266.60                79.60               4,139.20
non-contributory retirement pension

     single person (category C or D)                                            49.15                 2,555.80                47.65                2,477.80
     married couple (category C)                                                  78.55                4,084.60                76.15                 3,959.80
     married couple (category D – over 80)                                  98.30                5,111.60                95.30                4,955.60                                                  
     age addition                                                                              0.25                     13.00                  0.25                     13.00
incapacity benefit

     long-term (after 28 weeks)                                                     76.45               3,975.40                  74.15               3,855.80
     increased for age: higher rate                                                 16.05                  834.60                  15.55                  808.60
                                  lower rate                                                    8.05                  418.60                    7.80                   405.60
     short-term (under pension age) higher rate*                         68.20                        -                     66.15                       -
                       (over pension age) higher rate                             76.45                         -                     74.15                       -
* lower rate (tax free – see below) paid up to 28 weeks. Higher rate (taxable) paid from 29 to 52 weeks. Fresh claims cannot be made over pensionable age
invalidity allowance when paid with retirement pension

     higher rate                                                                               16.05                 834.60                  15.15                    808.60
     middle rate                                                                              10.30                 535.60                  10.00                    520.00
     lower rate                                                                                  5.15                 267.80                    5.00                    260.00
industrial death benefit (for deaths before 11 April 1988)
     widow’s pension

         higher permanent rate                                                         82.05               4,266.60                 79.60                  4,139.20
         lower permanent rate                                                          24.62               1,280.24                 23.88                  1,241.76
     widower’s pension                                                                  82.05               4,266.60                 79.60                  4,139.20
carer’s allowance (formerly invalid care allowance)
     each qualifying individual                                                       45.70               2,376.40                 44.35                  2,306.20
     earnings limit                                                                           82.00                     -                        79.00                        -
     adult dependency increase                                                       27.30               1,419.60                 26.50                  1,378.00
jobseeker’s allowance

     single : under 18                                                                       33.85                     -                        33.50                        -
                  18 to 24                                                                        44.50                     -                        44.50                        -
                  25 or over                                                                     56.20                     -                        55.65                        -
child dependency additions(from 11/04/05) 

     £   9.40 per week for whom higher rate child benefit payable

     £ 11.35 per week for any other child (tax free) 
benefits not taxed – rates from 11 April 2005
                                                                                                           £ per week

attendance allowance

    higher rate                                                                                            60.60 
    lower rate                                                                                             40.55 
child benefit

    £ 17.00 for eldest eligible child (couple)

    £ 17.55 for eldest eligible child (lone parent, existing claimants only)

    £ 11.40 (each) for eligible children

guardian’s allowance

    £ 12.20 for each qualifying child
disability living allowance

    care component

            higher rate                                                                                     60.60 
            middle rate                                                                                    40.55   
            lower rate                                                                                      16.05  
    mobility component               

            higher rate                                                                                     42.30  
            lower rate                                                                                      16.05
incapacity benefit

            short term (under pension age) lower rate                                    57.65
                 “      “   (over pension age) lower rate                                      73.35
maternity allowance

            lower earnings limit                                                                      82.00 (average)

            standard rate                                                                                106.00

            earnings threshold                                                                         30.00 (average)
            lower rate                                                                                      90% average weekly earnings (at least £ 106.00)
bereavement payment                                                                            £ 2,000 lump sum (paid to widows and widowers)
national insurance: 

       contributions
class 1 contracted in(to SERPS)  

                                                                               2005 – 06                                     2006 - 07
                                                                  employee          employer              employee          employer

no NICs on first                                   £ 94 per week    £ 94 per week        £ 97 per week   £ 97 per week                   

and thereafter if contracted in                        11%                  12.8%                     11%                 12.8%

to an income of                                     £ 630 per week        no limit             £ 645 per week     no limit

yet if contracted out –

     salary-related schemes                             
                 £ 94.01 - £ 630                             9.4%                    9.3%                    9.4%                 9.3%% 

                  over £ 630                                                              12.8%                                                                                   

     money purchase schemes                         
                  £ 94.01 - £ 630                            9.4%                   11.8%                   9.4%                11.8%

                  over £ 630                                                              12.8%                                            12.8%
to an income of                                  £ 630 per week           no limit          £ 645 per week         no limit

and an additional 1%                         above £ 630 pw                                above £ 645 pw

some married women & widows                4.85%               as above                   4.85%             as above

employee contributions are known as primary and employer contributions as secondary. 

exceptions – primary contributions are not paid by anyone who is not yet 16 years of age and anyone who is of pensionable age – 65 for men and 60 for women 

exceptions – secondary contributions are not paid for anyone not yet 16 yet are paid where employee is of pensionable age

class 1A & 1B i.e. employer only   12.8% on car & fuel benefit and most other taxable benefits 

class 2 self-employed                                         2005 – 06                                         2006 - 07                             

flat rate                                           £ 2.10 per week £ 109.20 per annum   £ 2.10 per week £ 109.20 per annum   

if earnings over                                            £ 4,345 per annum                           £ 4,465 per annum
class 3 voluntary                                                £ 7.35 per week                          £ 7.55 per week
                                                                         £ 382.20 per annum                   £ 392.60 per annum
class 4 self-employed

rate                                                        8% (maximum £ 2,229.20)                  8% (maximum £ 2,280.40)       

on profits                                            £ 4,895 – £ 32,760 per annum              £ 5,035 – £ 33,540 per annum     

                                                       +1% on all profits above £ 32,760       +1% on all profits above £ 33,540 
class 1A national insurance (employer only): 
       benefits in kind

before  6 April 2000 class 1A NICs were paid by the employer where a car and / or free fuel was provided to an employee for private use –

from 6 April 2000 class 1A NICs became payable by employers on most taxable benefits in kind, excluding the following benefits –

1. covered by a dispensation,

2. included in a PAYE settlement agreement,

3. provided for employees not earning more than £ 8,500 p.a. (including BiKs & expense payments),

4. otherwise not included in a P11D, and

5. on which class 1 NICs were due,

but all expense payments and some BiKs are not liable to class 1A NICs. the following table summarises the liability arising in respect of benefits in kind –
see Appendix 1 on pages 20 to 25 of CWG5 (2006), Class 1A National Insurance Contributions on Benefits in Kind found at  
http://www.amlink.co.uk/documents/employer/cwg5-2006-2007.pdf

