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To: TThe Right HHon. Iain Duuncan Smithh MP, Secreetary of Staate for Workk and Pensions 

DDavid Gaukke MP, Exchhequer Seccretary to the Treasury 

I am pleeased to preesent my reeport on the potential effects on the National IInsurance FFund of 
the drafft Social Seccurity Beneefits Up-ratinng Order 20014; the draaft Social Seecurity 
(Contribbutions) (Ree-rating andd National Innsurance Fuund Payments) Order 22014 and thhe 
Welfaree Benefits UUp-rating Order 2014. 

This repport is madee in accordaance with seections 1422(1), 150(8) and 150A(55) of the Soocial 
Securityy Administraation Act 19992, as ameended by the Social Seecurity Conttributions (TTransfer 
of Functions, etc.) AAct 1999 annd section 11(4) of the WWelfare Bennefits Up-raating Act 2013. 

This repport also inccludes the ppotential effeect on the NNational Inssurance Funnd of the prooposed 
changess in the drafft Social Seecurity (Conntributions) ((Limits and Thresholdss) (Amendmment) 
Regulattions 2014. 

Trevor LLlanwarne 
Governmment Actuaary 
Januaryy 2014 
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1 	 Exxecutive ssummary 

Legislattive requiremments 

1.1 	Thhis report haas been preepared undeer sections 142(1), 1500(8) and 1500A(5) of thee Social 
Seecurity Admministration AAct 1992 (SSSAA 92) annd section 11(4) of the WWelfare Bennefits 
Upp-rating Actt 2013. It coonsiders thee potential eeffect on thee National Insurance FFund 
(thhe Fund) of: 

> 	 the drafft Social Security Beneefits Up-ratinng Order 20014 (the Up -rating Ordeer) 

> 	 the drafft Social Se curity (Conttributions) (Re-rating aand National Insurancee Fund 
Paymennts) Order 22014 (the RRe-rating andd National Insurance FFund Paymeents 
Order) 

> 	 the Wellfare Benefits Up-ratingg Order 20114. 

1.2 	Thhis report al so includess the potential effect onn the Fund oof: 

> 	 the drafft Social Security (Conttributions) (Limits and TThresholds) (Amendmment) 
Regulattions 2014 ((the Limits aand Thresholds Regulaations).

1.3 	Thhis report is required too be laid by the Secretaary of State for Work and Pensionns 
beefore Parliamment underr sections 1550(8) and 150A(5) of SSSAA 92 annd section 1 (4) of 
thee Welfare BBenefits Up--rating Act 22013 in resppect of the Up-rating OOrder and WWelfare 
Beenefits Up-rrating Orderr, and by HMM Treasury under secttion 142(1) oof SSAA 922 in 
respect of thee Re-rating and National Insurance Fund Payyments Order. 

1.4 	Thhis report is confined too the Nationnal Insurancce Fund in GGreat Britain. It does nnot 
coonsider the sseparate Noorthern Irelaand Nationaal Insurancee Fund. 

Results for 2013-144 

1.5 	Thhe updated estimates oof benefit paayments annd contributiion receiptss in 2013-144 
alllowing for thhe Up-ratingg, Re-ratingg and changges to limitss and threshholds set ouut in the 
20013 Up-ratinng report are: 

Taable 1.1 – CComparison of currennt and prevvious 2013--14 estimattes 

££ billion 	 This revview Laast year’s eestimates 

CContributionn receipts 81.11 83.22 

BBenefit paymments 89.22 88.77 

FFund size ass at 31 Marrch 2014 22.00 27.00 

FFund size ass at 31 Marrch 2014 24.7%%	 30.4%%(aas a % of benefit paymments)(1) 

(1) The benef it payments ddo not includde the net reddundancy paayments.   

1.6 	Thhe differencce between the previouusly and currrently projeected Fund ssize as at 331 
Maarch 2014 is mainly duue to the diffferences in the projectted contribuutions and bbenefits 
duuring 2013-114 shown aabove and aalso to the ddifference beetween the actual Fun d size 
ass at 31 Marcch 2013 andd the projeccted Fund s ize as at thaat date shown in the p revious 
review. 
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1.7 	Thhe actual Fuund size as at 31 Marcch 2013 wass £29.1 billioon compareed to a projeected 
figgure of £31. 8 billion inccluded in lasst year’s repport. The diffference of £2.7 billion was 
maainly due too actual receeipts being lower than expected aand part of tthis was duee to 
acctual earninggs growth oover the yeaar of 1.2% bbeing lower than we haad assumedd (2.6%). 

Financiaal effect of tthe draft Orrders on thee Fund in 20014-15 

1.8 	Thhe financial effects of thhe draft Ordders on projjected beneefit paymentts and contribution 
receipts for 2 014-15 commpared to thhe projectedd situation hhad there beeen no changes in 
beenefit rates and contribbution rates and limits ffor that yearr are estimaated as folloows 
(details of prooposed changes are shhown in secction 2 beloww): 

Taable 1.2 – Immpact of thhe draft Orders on Fuund as at 31 March 20015  (£ milliion) 

£ millioon 

FFund withouut changes 17,2222 

Im 
O 
mpact of ch 

Order 
hanges due to the draftt Up-rating -2,3344 

Im 
N 
mpact of ch 

National Ins 
hanges due 
urance Fun 

to the draft 
nd Payment 

t Re-rating a 
ts Order 

and -11 

Immpact of WWelfare Beneefits Up-rating Order 20014 -366 

Immpact of draft Limits annd Threshoolds Regulattions -7844 

FFund with chhanges 14,0688 

1.9 	Duuring 2014-15 payments out of thee Fund are estimated tto exceed reeceipts by 
£88.0 billion. TThe balancee in the Funnd at 31 Maarch 2015 iss estimated at £14.1 billlion, or 
155.3% of the estimated bbenefit paymments (incluuding redunndancy paymments) of 
£992.1 billion i n the year 22014-15. I therefore e xpect, on thhe basis of tthe assumpptions I 
haave used, thhat the balance in the FFund will falll below onee-sixth of annnual beneffit 
exxpenditure aand thereforre expect thhat it may bee necessaryy to make aa payment into the 
Fuund out of mmoney proviided by Parrliament in aaccordance with sectioon 2 of the SSocial 
Seecurity Act 11993 duringg 2014-15. 

1.10 Foollowing discussion with key intereested stakeholders of tthis report, II have decidded to 
provide projections until 2018-19 in Appendix 66 of this repport. Longerr term projections of 
thee Fund will be includedd in my Quinquennial report. 

Assumpptions 

1.11 Thhe main asssumptions uused in my pprojections are, where appropriatee, consistennt with 
thee central asssumptions used by thee OBR in itss Economicc and Fiscal l Outlook (EEFO) 
report publishhed on 5 Deecember 20013. Detailss of the key assumptionns are givenn in 
seection 3 beloow. 

1.12 Vaarying the mmain assumptions would change t he estimatees for beneffit paymentss and 
coontribution receipts andd in turn thee estimated balance of the Fund. For example, a 1% 
higgher/lower eearnings inccrease assuumption, in both financcial years, wwould 
inccrease/decrrease expeccted receiptts by around £0.9 billioon in 2013-114 and £1.99 billion 
in 2014-15. Increasing/ddecreasing the estimatted number of employeees by 200,000 in 
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booth financiall years would lead to aan increase//decrease inn expected receipts in both 
20013-14 and 2014-15 off around £0..7 billion. TThe impact oof these chaanges in 
asssumptions on the projeected Fund as at Marcch 2015 wouuld be broaddly equal too the 
suum of the effects in 20113-14 and 22014-15. 

5-year pprojections 

1.13 Foollowing discussion with key intereested stakeholders of tthis report, II have decidded to 
provide a 5-year projection in Appendix 6 of this report.  Inn these projjections I haave 
alllowed for thhe intended introduction of single ttier state peensions fromm 2016-17 
onnwards. I haave also inccluded the eeffects of thhe abolition of employeer National 
Inssurance contributions ffor those unnder 21 earrning below the equivallent of the UUEL 
froom April 20115. Longerr term projecctions of thee Fund will be includedd in my nextt 
Quuinquenniall report. 

1.14 I hhave not considered the effect of aany changees in State PPension agee after 20188-19 as 
anny such chaanges wouldd not affect any of the ffigures in thhis report. 

1.15 	Ass the estimaated paymeents and recceipts are twwo large nummbers, even relatively small 
chhanges in eiither or bothh of these nnumbers couuld producee a proportioonately largge 
chhange in thee difference  between thhem. Thereefore the sizze of the Fuund and the Fund 
ass a percentaage of beneefit paymentts can be paarticularly sensitive to eeven small 
chhanges in asssumptionss and experiience. 
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2 	 Prroposed cchanges too benefits and contributions

Up-ratinng Order 20014 

2.1 	Thhe draft Up--rating Ordeer proposess increasing the rates oof some soccial security benefits 
paaid from thee Fund, fromm April 20144. The followwing table sshows the pproposed chhanges 
in the major bbenefit ratess. Details oof the propoosed changees in other bbenefit rate s are 
shhown in Apppendix 1. 

Table 22.1 – Changges to the mmain state pension raates 

Weekly 
rate in 

2013-14 

Propose 
increase 
in weekl 

rate 

d 
e 
y 

Weekly 
in 

2014 

y rate 
n 
4-15 

£110.15 £2.95 £1133.10 

£66.00 £1.80 £67.80 

Retiremment pensioon – personn 
claiminng on their oown or theirr 
deceassed spousee’s NI contribbutions 
– standdard rate 

Retiremment pensioon – personn 
claiminng on their sspouse’s NII 
contribbutions – staandard ratee 

2.2 Thhe most sig nificant bennefit paid froom the Natioonal Insurance Fund iss retirementt 
peensions. 

2.3 	Thhe basic staate Pension  is up-ratedd by the highhest of growwth in averaage earnings, 
prices (CPI) oor 2.5%, thee so-called “triple lock” . The annuual increasee in the level of CPI 
to Septemberr 2013 was 2.7% and aaverage earrnings increease over thhe year to MMay – 
Juuly 2013 waas 1.2%. Thhe result of the triple lo ck is, thereffore, that it is proposedd that 
thee basic statte Pension wwill be up-raated by 2.7%. Further details are available att: 
htttps://www.ggov.uk/goveernment/uploads/systemm/uploads/aattachment__data/file/264123/B 
ennefit_and_PPension_ratees_2014-155.pdf. 

2.4 	Thhe draft Up--rating Ordeer proposess increasing earnings-reelated addittional pensiions 
(under the staate earningss-related peension scheeme (SERPPS), state seecond pens ion 
(SS2P) and graaduated rettirement bennefit) by 2.77%, in line wwith the incrrease in thee CPI. 

2.5 	Thhe draft Up--rating Ordeer proposess increasing  incrementss and lump--sum paymeents 
relating to thee deferral off retirementt pensions in line with tthe increasee in the CPII. 

2.6 	Thhe financial effects of thhe benefit uup-ratings aare shown inn section 4 below. 

Welfaree Benefits UUp-rating Order 2014 

2.7 	Thhe Welfare Benefits Upp-rating Ordder 2014 inccreases by 1% the ratees of some bbenefits 
paaid from thee Fund, fromm 2014. Thee Welfare BBenefits Up--rating Act 22013 increaases the 
maain rates of most working age bennefits, Tax CCredits and statutory payments byy 1% in 
20014-15 and 2015-16, soo long as thhe increase in CPI is mmore than 1%%. The Welfare 
Beenefits Up-rrating Orderr 2014 enaccts the 1% i ncrease forr 2014-15. TThe followinng table 
shhows the prooposed chaanges in thee major ben efit rates. 

6 



 

 

 

 

  

 

 

      

 

  

  
   

 

 

 

 
    

r

Table 22.2 – Changges to welfaare benefitts rates 

WWeekly rate 
in 

e Propo 
increas 

osed 
se in 

WWeekly rate 
in 

2013-14 weeklyy rate 2014-15 

Contribbution-baseed Jobseekeer’s 
Allowaance single person 25 aand £71.70 £0.770 £72.40 
over 

Employyment and Support 
Allowa 
25 or o 

ance person 
over includin 

nal allowanc 
ng work-rela 

ce age 
ated £100.15 £1.000 £101.15 

activityy componennt 

Maternnity Allowannce £136.78 £1.440 £138.18 

2.8 	Fuurther details on the beenefit rates applicable from April 22014, propoosed in the ddraft 
Up-rating ordder and Welfare Benefiits Uprating Order, are available aat 
htttps://www.ggov.uk/goveernment/uploads/systeem/uploads//attachmentt_data/file/2264123/ 
Beenefit_and__Pension_raates_2014-15.pdf 

Re-ratinng and Natioonal Insurannce Fund PPayments OOrder 2014 aand Limits aand Threshoolds 
Regulattions 

2.9 	Thhe draft Re--rating and National Inssurance Fund Paymennts Order prroposes incrreasing 
soome of the NNational Inssurance conntribution (NNIC) rates paayable to thhe Fund andd the 
profits limits bbetween and above whhich contributions are ppayable. Thhe draft Limiits and 
Thhresholds RRegulations propose inccreasing soome of the eearnings limmits betweenn and in 
soome cases aabove which contributioons are paid. The folloowing table sshows the cchanges 
in the major ccontribution rates and limits. Detaiils of changges in other contributionn rates 
annd limits aree shown in AAppendix 2.. 
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Table 22.3 – Changges to the mmain limitss and thresholds 

Item 20113-14 22014-15 

Per week 

Lower Earnings LLimit for Classs 1 NICs £1099 ££111 

Upper Earnings LLimit for Empployees’ (P rimary) Class 1 NICs £7977 ££805 

Upper accrual poiint(1) £7700 ££770 

Primarry Thresholdd £1499 ££153 

Secondary Threshhold £1488 ££153 

Rate oof Class 2 NNICs for Selff- employedd £2.700 ££2.75 

PPer annum 

Small EEarnings Exxception Leevel for Classs 2 NICs £5,7225 £55,885 

Per week 

Rate oof (voluntaryy) Class 3 NNICs £13.555 £113.90 

PPer annum 

Class 44 NICs – Uppper Profitss Limit £41,4550 £441,865 

Class 44 NICs - Loower Profits Limit £7,7555 £77,956 
(1)	 The UAP was inttroduced fromm April 20099 by the Natioonal Insurancce Contribut ions Act 20008 and 

remaains fixed in cash terms aat the level oof the UEL in 2008 – 09 (££770 per weeek or £40,0440 per 
annuum).  

2.10 Deetails of thee revised rattes are showwn in Appendix 2 beloww. Further details are 
avvailable at: 

htttp://www.hmmrc.gov.uk/rates/nic.httm 

2.11 Thhe financial effects of thhe changess in rates annd limits prooposed in thhe draft Re-rating 
annd National Insurance FFund Paymments Order and the draaft Limits annd Thresho lds 
Reegulations aare shown in section 4 below. 
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3 Assumptions and metthods useed to projeect receiptts and payyments 

3.1 	Thhe key assuumptions unnderlying thee estimatess for benefit payments aand contribution 
receipts are t hose for emmployment aand unemp loyment levvels, and thee rate of inccrease 
in earnings and CPI. In consideringg what assuumptions to use, I havee, where 
apppropriate, uused the saame assumpptions as the central asssumptions used by the Office 
for Budget Reesponsibilityy for its Ecoonomic and Fiscal Outlook, publis hed on 5 
Deecember 20013. 

3.2 	Thhe table bel ow providess details of the key asssumptions uunderlying tthe estimatees, 
aloong with lasst year’s equivalents. 

Table 33.1 - Key asssumptionss(1) 

20133-14 	 20114-15 


Number of emplooyees (milllions) (2) 

This yeear’s report 25.8 26.0 

Last yeaar’s report 25..4 225.6 

Generral earningss increase (%) (3) 

This yeear’s report 2.44 22.5 

Last yeaar’s report 2.22 33.0 

CPI increase (%)) 

This yeear’s report 2.77 22.2 

Last yeaar’s report 2.66 22.2 

Differeence betweeen earninggs and CPII (%) 

This yeear’s report -0.3 00.3 

Last yeaar’s report -0.4 00.8 

(1)	 Thesse assumptioons are conssistent with thhose used byy the OBR inn its Economic and Fisca l Outlook 
published on 5 DDecember 20013. The genneral earninggs increases and CPI inccreases havee been 
taken from the TTable 4.1 of thhe OBR’s Ecconomic and  Fiscal Outloook. The nummber of empployees is 
baseed on Labourr Force Statistics as projeected by the OBR and prrovided direcctly to GAD. 

(2)	 The number of eemployees reefers to the number of pe ople employyed rather thaan the numbeer of jobs 
as one person mmay have more than one jjob. Employyees exclude  the self-empployed. Thesse figures 
are ffor the wholee of the UK aalthough in ouur projection s we excludee Northern Irreland emplooyees. 

(3)	 This is the averaage earnings increase pe r employee ffrom the prevvious financi al year to thee current 
finanncial year froom Table 4.1 of OBR’s Ecconomic andd Fiscal Outloook. 
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3.3 	Thhe estimates of future rreceipts andd paymentss have usedd a 2012-based low miggration 
poopulation prrojection forr Great Britaain, derived from population projecctions issueed by 
ONNS in Noveember 2013, as this is cconsistent wwith the poppulation growwth assumpptions 
ussed by the OOBR in its DDecember 22013 Economic and Fisscal Outlookk. 

3.4 	Fuurther detaills of the meethods usedd to estimatee benefit paayments and contributi on 
receipts are pprovided in Appendix 33. 

3.5 	Seection 5 bel ow shows tthe broad immpact of usiing some diifferent economic assuumptions 
froom those seet out abovee. 
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Table 44.1 – Estimaated receippts and payyments andd statemennt of balancces of the 
Nationaal Insurancce Fund 

Great BBritain, £ miillion 	    2013-14 20144  -15 

 Receippts       
  Contribuutions(1) 83,477     85,491 

 Less reccoveries of sttatutory paymments      
(and abaatements)  2,425  2,489 

Net conntribution recceipts 81,052   83,001 
Treasu ry Grant 0  0 
Compeensation fromm Consolidateed Fund for sstatutory payyments   2,322   2,481 
recoverries 

Incomee from investmments 127   90 
State scheme premmiums 37   37 

(2) Other receipts  368   40 
(3) Total reeceipts  83,906   85,648 

Paymee  nts      
(4) Benefits  At presennt rates 89,158   89,445 

 Increase due to propoosed    2,369 
changes 

 Total    91,814 
Personal and stakeeholder pensiions c/out re bates 39   6 
Age-rel lated rebates s for c/out mooney purchase 6  1 

(5) scheme es  
(2) Adminisstration costs s  939   962 

Redund  dancy fund ppayments (neet) (2)(6)  331   318 
Transfeer to Northernn Ireland 315   340 
Other ppayments 168   172 

Total pa   ayments (3) 90,957   93,613 

 Statemment of balannces      
Balance  e at beginninng of year (7) 29,083   22,033 
Excesss of receipts oover paymennts -7,050   -7,965 
Balancee at end of yyear 22,033   14,068 
Balance e at end of y year as perce entage of annnual   

)) benefit payments (8   24.6%     15.3% 

4 Esttimates off receipts,, payment s and fund balancee  

4.1 	Taable 4.1 bel ow providess estimatess of receiptss and paymeents of the Fund for 20014-15 
aloong with ouur latest estimates for 22013-14. WWe have not included anny estimatee for a 
paayment of a Treasury GGrant. Howeever, the draaft Social SSecurity (Coontributions)) (Re-
rating and Naational Insurrance Fund Payments Order 20144 includes aan allowancce for 
thee payment of a Treasuury Grant of f up to 5% oof benefit paayments. 



 

 

   
  

  

  
  

  

  

  
 

 

 

 

 

 

 

 

 

 

 

 

(1)	 We hhave includeed the effectss of the Employment Allowance introdduced from AApril 2014. TThe 
impaact on contribbutions has bbeen provideed by HM Reevenue and CCustoms. 

(2) The figures for 2013-14 are pprovisional e stimates suppplied by other governmeent departmeents on 
the bbasis of amoounts receiveed or paid so far in this yeear. This figuure includes aa correction ffor 
overrpayments too the NHS maade betweenn 2000-01 annd 2009-10 ( as describedd on page 144 of 
http://www.officiaal-documentss.gov.uk/doccument/hc1314/hc08/08993/0893.pdf.)) 

(3)	 Figures may not sum to totals shown duee to roundingg. 
(4)	 The effect of the Social Secuurity Up-ratingg order and tthe effect of the Welfare Benefits Up--rating 

Ordeer are shownn separately in Tables 4.22 and 4.3 below. In 2013 -14, the splitt is £85,533 
millioon/£3,626 m illion and in 22014-15 the split is £87,9907 million/££3,907 millionn. 

(5)	 Conttracting-out oon a defined -contributionn basis ceaseed in April 20012.  Paymennts in 2013-114 and 
20144-15 are duee to some 20 11-12 paymeents being mmade in arreaars. 

(6) 	 Redundancy payyments are sshown net of redundancyy recoveries. The paymennts cover botth 
paymment in lieu oof missing waages and misssing pensioon contributioons. 

(7)	 The balance at 331 March 20113 is taken frrom the publ ished accou nts of the Fuund for the yeear 
20122-13. 

(8)	 Perccentages of bbenefit paymments used heere include nnet redundanncy paymentss. 
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Estimates for 20133-14 

4.2 	Thhe estimates shown in Table 4.1 aabove for 20013-14 mayy be compa red with thee 
esstimates for the same pperiod includded in my report of Jannuary 2013. A full comparison 
is included in Appendix 55. 

4.3 	In my January 2013 repoort I estimatted that payyments during the yearr 2013-14 wwould 
exxceed receippts by £4.9 billion. Myy updated esstimate for tthe excess of paymentts over 
receipts durinng the year 2013-14 is £7.1 billion  as shown iin Table 4.11 above. Thhis 
inccreased proojected deficcit for the yeear 2013-144 is mainly due to: 

a) 	 A small increase off 0.6% in thhe projectedd benefits paayable; andd 

b) 	 A reducction of 2.5%% in projecteed contribu tion receiptts. Althoughh the relevaant 
econommic assumpttions (emplooyment andd earnings ggrowth) for tthe year 2013-14 
are noww both moree optimistic tthan in last year’s repoort; the actuual earningss growth 
in 2012--13 was lowwer than I haad assumedd (1.2% rather than 2.66%) and this has 
had the  knock-on eeffect of lowwering projected contribbutions in 2 013-14. 

Estimates for 20144-15 

4.4 	Thhe size of thhe Fund as a percentagge of beneffit paymentss is projecteed to fall from 
244.6% at the end of 20133-14 to 15.33% at the end of 2014--15. This wwould therefore 
triggger a paymment of a Treasury Graant to mainttain the sizee of the Funnd as one-s ixth of 
thee benefit paayments. 

4.5 	Thhe Fund’s c ontribution income is pprojected to  increase b roadly in linne with futurre 
avverage earnnings and increases in employmennt. 

4.6 	Thhe Fund’s eexpenditure is projectedd to increasse broadly inn line with inncreases too benefit 
rates and inc reases in thhe number oof recipientss of state peension and other bene fits. 

Effects of the Sociaal Security UUp-rating orrder: a repoort under Seections 150 (8) and 1500A(5) of 
the Soccial Securityy Administraation Act 1992 

4.7 	I eestimate thaat the potential increasee in benefit payments in 2014-15 as a result of the 
proposed meeasures in thhe draft Up--rating Ordeer will be £22.3 billion, taaking estimated 
tottal benefit ppayments from £85.6 bbillion to £877.9 billion.  AA breakdowwn of the 
£22.3 billion is shown in thhe final coluumn of Table 4.2 beloww. 
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Table 44.2 - Estimaated paymeents from the Nationaal Insurancce Fund forr
effect oof the draft Up-rating Order on ppayments i n 2014-15 

 benefits, aand the 

Great Britain, 

£ million 

Estimatted total 
payyments in 2013-14 

Estimated tootal 
paymennts in 20144-15 

Esstimated 
extra 

paymments in 
2014-15 as 

a rresult of 
the ddraft Up-

rating 
Order(1) 

Retiremment Pensioons 
(2)– Basic c  

Retiremment Pensioons 
– Addittional Pensions 
Incapaacity Benefitt – 
Basic 
Incapaacity Benefitt – 
Additioonal Pensio ns 
Widowws’/Bereavement 
Benefitts – Basic 
Widowws’/Bereavement 
Benefitts – Additioonal 
Pensioons 
Employyment and 

(3) Support Allowancce  
Guardiian’s Allowaance 
Christmmas Bonus 

4)Total (4  

Redunndancy 
paymeents (net) 

66,322 

16,521 

1,199 

30 

523 

61 

753	 

2 
123 

85,533 

331	 

68,643 

17,4443 

128 

5 

519 

55 

988 

2 
124 

87,907 
 

318 

1,673 

624 

3 

0 

10 

2 

22 

0 
0 

2,334 

0 

(1)	

(2)	

(3)	

(4)	

 

 Commpared to thee position witthout any up--rating in 20114-15.  For eexample, the 2014-15 esttimated 
total payments foor ‘Retiremennt Pensions – Basic’ withhout uprating g would be £666,970 millioon (ie 

  £68,643 million less £1,673 mmillion). 
 Incluudes paymennts of Graduaated Retiremment Benefit. 
 ESAA Support Grooup compon ent only. 
 Figures may not sum to totals due to roun  nding. 
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Effects of the Welfafare Benefitss Up-rating Order: a reeport under Section 1(44) of the Weelfare 
Benefitss Up-rating Act 2013 

4.8 	I eestimate thaat the potential increasee in benefit payments in 2014-15 as a result of the 
proposed meeasures in thhe Welfare Benefit Up--rating Ordeer will be £336 million, taaking 
esstimated totaal benefit paayments froom £3,871 mmillion to £33,907 millionn. A breakddown of 
thee £36 millioon is shown in the final column of TTable 4.3 below. 

Table 44.3 - Estimaated paymeents from the Nationaal Insurancce Fund forr benefits, aand the 
effect oof Welfare BBenefits Upp-rating Orrder on payyments in 22014-15 

Great Britain Estimated Estimmated total Estimateed extra 

i 

total 
payments 
in 2013-14 

payyments in 
2014-15 

paym 
2014-
resu 

ments in 
-15 as a 
ult of the 

£ million 
draft Up-rating 

Order(1) 

Employ 
Allowa 

yment and 
ance (2) 

Support 2,681 2,981 27 

Contribbution-baseed Jobseekeer’s 543 524 5 
Allowaance 

Maternnity Allowannce 402 403 4 

Total (33) 3,626 3,907 36 
(1)	 Commpared to thee position witthout any up--rating in 20114-15. 
(2)	 The reassessmeent of Incapacity Benefit rrecipients and potential trransition to EEmployment and 

Suppport Allowance is currenttly ongoing. The fall in Inncapacity Benefit is larger than the inccrease in 
Empployment andd Support All owance, reflecting that ssome Incapaccity Benefit rrecipients will cease 
to reeceive contribbutory benefits as a result of the application of thee work capabbility assessmment.  
ESAA Personal Alllowance andd ESA WRA componentss. 

(3)	 Figures may not sum to totals due to rounnding. 

Effects of the draft Re-rating aand Nationaal Insurancee Fund Paymments orderr and draft LLimits 
and Thrresholds Reegulations 

4.9 	I eestimate thaat the effectt of the meaasures propposed in thee draft Re-raating and National 
Innsurance Fuund Paymennts Order and the draftt Limits and Thresholdss Regulations will 
bee a reductioon in contribbution receippts to the F und in 20144-15 of £78 5 million. AA 
brreakdown oof this is shoown in Tablee 4.4. 
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Table 44.4 – Estimaated effects of the draaft Re-ratinng and National Insurrance Fundd 
Paymennts Order aand Limits and the drraft Limits aand Threshholds Reguulations onn 
contribution accruuals and reeceipts in 22014 – 15 

Great Britain Contribu tions Contribu tions 
eestimated ass due for estimatedd to be 

2014-115 receivedd in 
2014-1 5(1) 

£ million (accrual ammounts) (cash recceived) 

Social Security (CContribution s) (Re-ratinng and Natioonal Insurannce Fund PPayments) OOrder 
2014

 Incrrease in Claass 2 contribution rate +7 +5 

Incr
 exc

rease in Cla 
ception 

ass 2 small earnings 
-8 -7 

Incrrease in Claass 3 contribution rate +1 +0 

Chaange in Classs 4 profits limits -20 -0 

Total -20 -1 

Social Security (CContribution s) (Limits a nd Threshoolds) (Amenndment) Reggulations 20014 

Changge in Class 11 thresholdss and 
earninggs limits 

Effeect on gros s contributioons -9677 -8099 

Effeect on contrracted-out rrebate -30 -25 

l(2)Tota	 -9366 -7844 
(3)Net efffect of all m easures	 -9566 -7855 

(1)	 The balance of ccontributions for 2014-15 will not be reeceived untill after 31 Maarch 2015, whhereas 
the ““Contributionns estimated as due” coluumn shows aall contributioons based onn earnings orr profits 
in 20014-15, rega rdless of wh en they are rreceived. 

(2)	 As thhe contracte d-out rebates are deductted from the amount of gross Class 1 contributionns when 
calcuulating the Fund’s incom e one needss to deduct thhe effect on ccontracted out rebates froom the 
effecct on gross ccontributions to derive thee total effect of the changges in thresh olds and lim its. 

(3)	 Figures may not sum to totals shown duee to roundingg. 

4.10 Thhe main reaason for thee reduction iin receipts aas a result oof the draft Re-rating aand 
National Insuurance Fundd Paymentss Order andd the draft Limits and Thresholds 
Regulations is that the eeffect of the  proposed increases inn the lower earnings limmit, 
prrimary thresshold, seconndary threshold and Loower Profitss Limit are hhigher than the 
increases in the Upper EEarnings Limmit and the Upper Proffits Limit. 

Fund baalance 

4.11 I eestimate thaat the balance in the Fuund at 31 MMarch 2015, allowing foor the measures 
proposed in t he draft Upp-rating and Re-rating aand Nationaal Insurancee Fund Paymments 
Orrders, the draft Limits aand Threshoolds Regulaations and tthe Welfare Orders willl be 
£114.1 billion. As this is lower than oone-sixth off estimated benefit payyments incluuding 
redundancy ppayments (tthat is, 1/6thh of £92.1 biillion, or £155.4 billion) I  expect thaat a 
Trreasury Graant will be neeeded in 20014-15. 
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5 Sensitivity oof estimatees to econnomic assumptions 

5.1 	Too provide ann indication of the broaad impact off alternativee assumptioons, Table 55.1 
beelow shows the effects of changess in two of thhe key econnomic assumptions on  Class 1 
coontribution receipts for the Nationaal Insurancee Fund. Contribution reeceipts are 
seensitive to aassumptionss for the level of earnings increasees and leve ls of employyment. 
WWe have onlyy shown thee impact on Class 1 recceipts as th ese make uup over 90%% of the 
neet of rebate contributionns. 

Taable 5.1 – EEffect on Class 1 receeipts of thee National Insurance FFund in 2013-14 
annd 2014-15 of variatioons in econnomic assuumptions 

VVariation ££ Million EEffect on reeceipts in 
2013-14 

Effect onn receipts in 
2014-15 

n 
5 

1 
e 

% lower em 
earnings inc 

mployee 
creases 

-850 -1,9200 

1 
e 

% higher e 
earnings inc 

mployee 
creases 

+860 +1,9200 

L 
e 
2 

Lower GB n 
employees b 
2014 – 15 

umber of 
by 200,000 in 

-650 -6600 

H 
e 
2 

Higher GB n 
employees b 
2014 – 15 

number of 
by 200,000 in 

+650 +6600 

5.2 	Thhe assumptions for thee number of employeess and earninngs increasees are largeely 
inddependent. Therefore the effects  of changess to these aassumptionss can be treeated as 
addditive. 

5.3 	Thhe figures inn Table 5.1 can be inteerpolated orr extrapolateed to estimaate the effeccts on 
coontribution receipts andd fund balannce under ddifferent setss of assumpptions. Howwever, it 
shhould be notted that thee emerging rresults becoome less reeliable the fuurther any 
exxtrapolation lies from thhe base sceenario. 

5.4 	Reeceipts and payments into and ouut of the Funnd are also sensitive too different leevels or 
paatterns of coontracting-oout. 
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6 Coonclusion 

6.1 	Thhe balance in the Natioonal Insurannce Fund att 31 March 22014, as seet out in Tabble 4.1 
of this report,  is estimateed to be £222.0 billion. TThis is £5.00 billion loweer than my 
esstimate in mmy report in January 20013. 

6.2 	I eestimate thee balance off the Fund aat 31 Marchh 2015, allowwing for thee proposed 
inccreases in bbenefits andd changes iin contributiions in 20144-15 that woould arise frrom the 
proposed Up--rating, Re--rating and NNational Inssurance Funnd Paymennts, Welfare 
Beenefits Up-rrating Orderrs and Limitts and Thresholds Reggulations, too be £14.1 bbillion.  
Ass this estimaated Fund bbalance is loower than oone-sixth of benefit payyments during the 
yeear (equivaleent to £15.44 billion), I eexpect, on tthe basis of the assumptions that I have 
ussed, that a ppayment woould be requuired duringg 2014-15 too the Fund oout of moneey 
provided by PParliament in accordannce with secction 2 (2) oof the Sociall Security AAct 1993. 

6.3 	If eeconomic cconditions depart from the assumpptions used, the balancce of the Fuund at 
311 March 20115 could bee different froom that giveen above.  The effect oof variationss in 
soome of thesee assumptioons is desc ribed in secction 5.    

Trevor LLlanwarne 
Governmment Actuaary 
Januaryy 2014 
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A  All figures in £s 
 Weekly 

rate in 
2013-

 Weekly 
rate 

p  proposed 
from 

14  AApril 2014 
State Pension 

Caategory A or BB (paid to indivviduals over SState Pension age based onn their own 
coontributions orr those made bby a deceasedd spouse or ciivil partner) 
Caategory BL (paaid to an indivvidual over Staate Pension agge based on t heir spouse 
orr   civil partner’ss contributionss while the spoouse/civil partnner is alive)  
Noon-contributorry rate (paid too those over aage 80 with inaadequate conttributions) 
             
Increase for spoouse or other adult dependaant (retiremennt pension onlyy) 
Graduated retireement benefitt (unit)  

(1)Bereave ment benefitss  
WWidowed parennt’s/mother’s aallowance and  bereavementt
 allowance/wiidow’s 
peension (standaard rate)) 
            
Beereavement p ayment (lumpp sum) 
     

((2)Incapacity Benefit lonng-term rate  
Peersonal benef it 
Trransitional inva  alidity allowannce higher ratee 
Trransitional invaalidity allowannce middle rate e 
Trransitional invaalidity allowannce lower rate 
WWife or other addult dependannt 

Agge increase hiigher rate 

Agge increase loower rate 


Incapacity Benefit shhort-term (undder State Pennsion age) 
Peersonal benef it higher rate 

Peersonal benef it lower rate 

WWife or other addult dependannt 


Incapacity Benefit shhort-term (oveer State pens ion age) 
Peersonal benef it higher rate 

Peersonal benef it lower rate 

WWife or other addult dependannt 


(3) Employmment and Suppport Allowannce  
 *PPersonal allowwance (age 25 or over) 


*WWork-related aactivity compo nent 
 
Suupport component 
 

*Statutorry Sick Pay 

(4)
 *Jobseek  ker’s Allowannce (contribuution-based) (

*PPersonal beneefit for those agged 18 to 24 
*PPersonal beneefit for those agged 25 and ovver 

(5)   *Maternity Allowancee  
Statutory  y Maternity PP  ay 

(5)*SStandard rate  
 Guardiann’s allowancee 

First child 

Other children 


  

 
110.15  

66.00  

66.00  

63.20  
0.13  

108.30  

2000.00  
 

101.35  
10.70  
6.00  
6.00  

58.85  
10.70  
6.00  

 
90.50  
76.45  
45.85  

 
 101.35 
 97.25 
 56.65 
 

71.70  
28.45  
34.80  
86.70  

 
56.80  
71.70  

136.78  
 

136.78  
 

15.55  
15.55  

 
 113.10 

 67.80 

 67.80 

 64.90 
 0.13 

 111.20 

 2000.00 
 
 104.10 
 11.00 
 6.15 
 6.15 
 60.45 
 11.00 
 6.15 

 92.95 
 78.50 
 47.10 

 104.10 
 99.90 
 58.2 

 72.40 
 28.75 
 35.75 
 87.55 

 57.35 
 72.40 
 138.18 

 138.18 

 15.90 
 15.90 

 

Appendix 1: Maain rates oof benefit pprovided ffrom the NNational Innsurance FFund 
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Increasees for the chilldren of widoows, widowerss, retirement pensioners a  and those 
 on long-term rate andd higher shorrt-term rate of incapacity bbenefit and reecipients 

of Incapaacity Benefit over pensionn age 
First child 

 

8.10   8.05 
Other children 11.35   11.35 
Chhristmas bonuus to pensioneers (lump sum) 10.00   10.00 

 

 

 

 

 
 

  
 

(1)	 Loweer rates of beereavement allowance/wwidow’s pens ion apply forr people whoo are younger at the 
age of bereavemment. 

(2)	 The threshold fo r incapacity bbenefit and ccontribution-bbased Emplooyment and SSupport Allowance 
offseet for occupaational and peersonal penssions is £85 a week for both years. 

(3)	 Empployment andd Support All owance repl aced Incapaacity Benefit ffor new claimms from 27 OOctober 
20088. The benefit contains mmany allowannces dependding on the ccircumstance s of the recippients.  
Howwever, everyoone who satissfies the worrk capability assessment will receive a personal aallowance 
and either the woork-related aactivity compoonent or the support commponent. The process is 
undeerway to reviiew Incapaci ty Benefit claaims to asse ss if they cann be transferrred to ESA. 

(4)	  Uneemployed peoople who meeet certain coonditions, primarily relatinng to the payyment of Natiional 
Insurance contribbutions in thee period receently before tthey becomee unemploye ed, can claim 
conttribution-baseed Jobseekeer’s Allowancce. Other unemployed peeople who either exhaustt or have 
no eentitlement too the contribuutory benefit may receivee income-bassed Jobseekeer’s Allowancce. 

(5)	 The first 6 weekss of Statutoryy Maternity PPay is paid att 90% of the woman’s avverage weeklly 
earnnings with no  upper limit. Thereafter tthe remainin g 33 weeks are paid at thhe standard rate or, if 
loweer, 90% of heer average wweekly earnings. Maternitty Allowancee is paid at thhe amount shhown or 
90%% of the womaan’s averagee weekly ear nings if this ccalculation reesults in a figgure which iss less. 
Self--employed wwomen who hhold a certificcate of small earnings ex ception receeive Maternityy 
Allowwance equal to 90% of thhe Maternity Allowance thhreshold (£30 a week). 

* 	Beneefits Up-rated with the WWelfare Beneffits Up-ratingg Order 20144. 
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    Rate in 
2013-14 

Rate proposed 
frrom 

Apriil 2014 

Class 1   
Loweer earnings limit (LEL) 

Uppeer earnings limit (UEL) 
  Uppeer accrual ppoint (UAP) (1) 

  
 Primary threshoold
 

Secoondary thresshold 


Contriibution ratees (NI Fundd and NHS combined) 
Primarry 	 On earnnings betweeen the primmary 

(2) (emplooyee) 	 threshoold and UEL L  
 Reduceed rate on eearnings bettween 

the primmary threshold and UE L for 
marriedd women annd widow opptants 

  On earnnings abovee the UEL 
 NHS allocation inncluded in 

above 
 – perceentage of eaarnings betwween 

the primmary threshold and UE L 
 – perceentage of eaarnings abo ve the 

UEL  
  
Secondary On all eearnings above the 

 (emplooyer)  secondary threshoold (2)  
 NHS allocation inncluded in 

 above (percentagee of all earnnings 
on whicch contribut ions are pa id for 
employy  ees earningg above thee 

 secondary threshoold) 
  

 Class 1A and Cla ss 1B 
Conttribution rate  e (employer only) 
NHSS allocationn included in above 

  
Class 2 2  

Flat-rate contribb  ution 
 Small earnings exception 

NHSS allocation included in above (perrcentage of 
contribb  ution) 
 

  
£109 a weeek 

£797 a weeek 

£770 a weeek 

£149 a weeek 
£148 a weeek 

 
12.00% % 

5.85% % 

2.00% % 
 

2.05% % 

1.00% % 

 
13.80% % 

1.90% % 

 
 

13.80% % 
1.90% % 

 
  

££2.70 a weeek 
££5,725 a yeaar

15.50% % 

£111 a week 

£8005 a week 

£7770 a week 

£1553 a week 
£1553 a week 

12.00% 

5.85% 

2.00% 

2.05% 

1.00% 

13.80% 

1.90% 

13.80% 
1.90% 

£2.775 a week 
£5,8885 a year 

15.50% 

  

  

 

Appendix 2: Maain featurees of the ccontributioon systemm 
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Class 33 
Flat-rate contribbution £113.55 a weeek £13.990 a week 
NHSS allocation included in above (perrcentage of 15.50%% 15.50% 

contribbution) 

Class 44 
Loweer Profits Limit (LPL) ££7,755 a yeaar £7,9556 a year 
Uppeer Profits Limit (UPL) £41,450 a yeaar £41,8655 a year 

Contribbution rate 
On pprofits betweeen the LPLL and UPL 9.00%% 9.00% 
On pprofits abovee the UPL 2.00%% 2.00% 

(3)NHS aallocation inccluded in abbove
 Perccentage of pprofits betweeen the LPLL and UPL 2.15%% 2.15% 
Perccentage of pprofits abovee the UPL 1.00%% 1.00% 

(1)	 The UAP was inttroduced fromm April 20099 by the Natioonal Insurancce Contribut ions Act 20008, and 
remaains fixed in cash terms aat the level oof the UEL in 2008-09 (£7770 a week oor £40,040 a year). 

(2)	 The contracted-oout rebate fo r primary conntributions inn 2013-14 annd 2014-15 iss 1.4% of earnings 
betwween the LELL and UAP foor COSRS. TThe contracteed out rebatee for secondaary contributions in 
20133–14 and 20 14–15 is 3.4 % of earninggs between tthe LEL and UAP for COSSRS. 

(3)	 The amount of thhe secondaryy Class 1 NICCs apportionned to the NHHS is calculaated as the reelevant 
perccentage (currrently 1.9%) of the total eearnings of thhose employ ees who earrn above the primary 
thresshold. This iis in line withh the interpreetation of subbsections (5) and (5A) of section 162 of the 
Social Security AAdministratio n Act 1992 pprovided to GGAD by HMRRC. 
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Appendix 3: Meethods 

Contribuutions 

1. 	Coontributionss are estimaated separately for each class of NNational Ins urance 
coontribution. Actual known receiptss in recent yyears are ussed to adjusst modelled 
esstimates for future yearrs. The moddelled estimmates for thee current yeear, 2013 – 14, are 
aliigned with HHM Revenuue & Customms estimatees, based onn contributioons receiveed in the 
yeear to date. 

2. 	Esstimates of Class 1 conntributions aare made seeparately foor gross conntributions aand 
ammounts of coontracted-oout rebates. Estimates of gross coontributions  and COSRR 
rebates are mmade using earnings diistributions based on thhe Annual SSurvey of Hours 
annd Earningss (ASHE) prroduced by the Office ffor National Statistics aand the Survvey of 
Peersonal Incoomes publisshed by HMMRC. 

3. 	Otther classess of Nationaal Insurancee contributioons, which ggenerate suubstantially lower 
revenues than Class 1, aare estimateed using simmplified models. Classs 1A and Cllass 1B 
coontributions are estimatted using daata and proojections proovided by HHM Revenuee & 
Cuustoms on ccontributionns paid in prrevious yea rs. Estimattes of Classs 2 and Classs 4 
coontributions are estimatted using daata on the eearnings of the self-emmployed receeived 
froom HM Revvenue & Cusstoms, adjuusted for earnings increeases.  Theese data aree 
coombined witth informatioon on contributions recceived in thee past, the aassumed nuumbers 
of self-employyed in the future, and tthe Class 2 and Class 4 contributiion rates.  CClass 3 
coontributions are estimatted by adjussting the coontributions paid in earlier years foor the 
chhanges in thhe contribution rate. Thhe underlyinng numberss of people paying Classs 3 
coontributions are based on HM Revvenue & Cusstoms assuumptions. 

4. 	Sttatutory Sickk Pay (SSPP) and Statuutory Maternnity Pay (SMMP) recoverred by empployers 
arre estimatedd by adjustinng amountss recoveredd in the latesst years for which dataa are 
avvailable broaadly in line with changees in numbeers of employees, ratees of benefitt, and, 
for earnings-rrelated SMPP, the averaage earninggs of womenn and numbber of birthss. The 
addditional ammount in exccess of 100%% of SMP ppaid which ccan be reclaaimed by smmall 
emmployers (SSMP abatemment) is estimated in a similar wayy. The amoount of the ppayment 
froom the Con solidated Fund is estimmated as the amounts of SSP andd SMP recovered, 
wiith adjustmeents in the ccurrent yearr arising froom revisionss to estimatees of amou nts 
recovered in prior years..  Statutory Paternity PPay (SPP) a nd Statutorry Adoption Pay 
(SSAP) are esttimated in aa similar waay. Additionnal Statutoryy Paternity Pay (ASPPP) was 
inttroduced froom April 2011. Historiccally there wwere probleems with thee data for sttatutory 
paayments. TThe position has improvved and work on resolvving remain ing issues iis 
coontinuing. Inn the meantime, estimates have bbeen made based on thhe availablee data. 

Other reeceipts 

5. 	Thhe estimates given for receipts froom state schheme premiiums are baased on recceipts 
daata from HMM Revenue && Customs in the recent past and  on estimatted amountss of 
coontracted-ouut rebates. 

6. 	Thhe investmeent income has been estimated for future yeaars by applyying an assuumed 
rate of investment returnn to the average balancce in the Fuund during eeach future year. 
Thhe investmeent return onn the Nationnal Insurancce Fund is eexpected too be close too the 
Offficial Bank of England Rate (Bankk Rate) giveen that the aassets of thhe National 
Inssurance Fu nd are depoosited with the Commissioners for the Reducction of Natiional 
Deebt. The asssumed ratee of investmment return is based onn the OBR`ss Economicc and 
Fisscal Outloook (EFO) repport publishhed on 5 Deecember 2013. 
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7. 	Thhe amount oof the Treassury Grant, if any, for aa year is esttimated as tthat amountt 
neeeded to ensure that thhe estimate of the Fundd balance aat the end off that year iss at 
leaast 1/6th of pprojected benefit paymments (includding redunddancy fund payments) in the 
yeear. 

8. 	Esstimates forr the item caalled “Otherr receipts” inn the accouunts of the NNational Insurance 
Fuund (mainly recoveries of damagees in tort from benefits paid) are prrovided by tthe 
Sttrategy Direectorate of thhe Departmment for Work and Penssions. 

Benefitss 

9. 	Beenefits are eestimated sseparately foor each of the contributory benefitts, for the baasic flat-
rate element of state retiirement pennsions and ffor additional earnings related pennsions 
(SSERPS and S2P). 

10. 	Thhe estimate of basic retirement peension, by faar the largesst benefit, uuses a 20122-based 
loww migrationn populationn projection for Great BBritain, derivved from population 
projections isssued by ONNS as a bassis for the number of peeople over State Pension age.  
Thhe estimates allow for ddifferent prooportions off the populaation at diffeerent ages aabove 
Sttate Pensionn age receivving basic rretirement ppension. Allowance is made for trrends in 
thee average aamounts of benefit andd the chang ing mix in ccategories oof retirement 
peension for wwomen arisinng from thee increasing  trend for wwomen to haave entitlemment on 
theeir own conntributions. 

11. 	 Allowance haas been madde for the inncreases in female Staate Pension  age duringg 2013-
144 to 2018-199. 

12. 	 A separate mmodel estimaates the ammounts of retirement peension paid to pensioneers 
ovverseas (and therefore not covered by the ONNS’s populaation projecttions).  Thiss model 
takes as a staarting point the data onn the amounnts of pensiion currentlyy paid to 
peensioners ovverseas andd an estimaate of the ammounts of ccontributionss paid in paast years 
byy people undder State PPension agee who are beelieved to bbe currently overseas. TThese 
are then projeected allowing for morttality, immiggration and emigration,, and awardds of 
neew pension for those reeaching Staate Pension age.  Allowwance is maade for thos e 
ovverseas casses whose ppension ratee is frozen. 

13. 	Esstimates of amounts off additional pension pa id with retireement penssion are derrived 
froom age-speecific data on past earnnings from thhe data proovided from DWP.  For future 
yeears, earnings factors aare derived from the ouutput of the National Insurance Claass 1 
coontributions model, withh adjustmennts for the ddifference beetween earrnings on whhich 
coontributions are paid annd earningss counting foor accruals of additionaal pension, and 
with allowancce for differeent accrual rates on diffferent bandds of earninngs in the Sttate 
Seecond Penssion (S2P). Allowance is also madde for accruuals of S2P--credited eaarnings 
froom 2002-033  onwards, including thhe changess introducedd by the Pennsions Act 22007, 
baased on infoormation froom DWP. AAccrued earnings are pprojected to pension agge based 
onn populationn mortality rates from thhe ONS 2012-based p opulation p rojections. At 
Sttate Pensionn age, the pprojected acccrued earnnings are coonverted to amounts off awards 
of additional ppension. Thhese amounnts of additional pensioon are projeected forwarrd using 
moortality rate s based on the ONS’s 2012-baseed populatioon projectionn, with adju stment 
to allow for ligghter mortality rates for amounts oof additionaal pension thhan for livess in the 
poopulation ass observed in DWP`s ddata . Allowwance is maade for addittional pensiion 
whhich is inhe rited by surviving widows and widowers afterr the death of a pensio ner. A 
simmilar methood is used foor guaranteeed minimumm pensions and contraacted-out 
deeductions, wwith further aadjustment made to the mortality rates to alloow for geneerally 
ligghter mortality for thosee contractedd out. 
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14. 	Thhe estimates of graduaated retirement pensionn are basedd on the nummbers of graaduated 
unnits earned between 19961 and April 1975. Ann estimatedd adjustmennt was madee to 
alllow for unitss of deceassed men inhherited by thheir widows who were uunder Statee 
Peension age at April 19775 and whicch would noot come intoo payment uuntil the widoow 
reached Statee Pension aage. The unnits accruedd up to Apriil 1975 are pprojected a llowing 
ussing populattion mortalitty rates. Allowance is made for innheritance oof graduatedd units 
byy widows, wwidowers and bereavedd civil partneers.  Units inn respect off people un der 
Sttate Pensionn age are aassumed to be paid on reaching S tate Pensioon age.  Thee 
apppropriate ggraduated raate is applieed to the remmaining uniits over Statte Pension age. 

15. 	Thhe estimates of benefits for widot wws, bereavemment, incappacity, employment andd 
suupport, jobseeekers, maternity, and Christmas bonus are derived fromm informatioon 
provided by t he Departmment for Work and Penssions. Estimmates for guuardian’s al lowance 
are derived frrom recent ddata, adjustted in line wwith the projjected numbber of childrren in 
thee population. 

16. 	 Allowance haas also beenn made for the impact of the Welfaare Benefitss Up-Ratingg Act 
20013 on workking age benefits payable from thee Fund. Wee have not aallowed for the 
immpact of anyy capping off benefit payyments as wwe have asssumed thatt any such ccapping 
woould not affeect the paymments madee from the FFund. 

Other payments 

17. 	Thhe administration costss for 2013-14 are basedd on estimaates provideed by HM RRevenue 
& Customs. Future costts have beeen estimatedd as the 20113-14 costss increased in line 
with average earnings growth. 

18. 	Reedundancy payments eestimates (nnet of redunndancy receeipts) are prrovided by tthe 
Deepartment for Businesss, Innovatioon and Skillss, and are bbased on thee same ecoonomic 
asssumptions as the otheer estimatess. 

19. 	Trransfers fromm the Great Britain Naational Insurrance Fund to the Northern Irelandd 
Naational Insurance Fundd are made in order to keep the baalance in th e Northern Ireland 
Naational Insurance Fundd at 2.87% oof the combbined balancce in the twwo funds.  Esstimates 
of transfers too or from Noorthern Irelaand are made on this bbasis. This pproportion hhas 
beeen increaseed from 2.884% used inn previous reeviews folloowing analyysis of the wworking 
poopulations inn Great Brittain and Northern Ireland as providded in 20111 census re sults.  

20. 	Thhe figures foor “Other paayments” arre based onn an extrapoolation of ammounts shown in 
thee accounts of the Natioonal Insurannce Fund foor this item in previous years. 

25 



 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

  

 

 

 

  

 

  

 

 

 

 

 

 

 

 

 

 

 

  

 

 
 

 
 

 
 

 

 

 

 

 
 
 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

  

 

 

  

  

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 
 
 

  

 

 

 

Appendix 4: Analysis of ccontribution receiptts 

Great Britain 2013-14 2014-15 
£ million 

Nationnal Insurannce Fund 

Class 1 (1) Primary Grooss 35,306 36,189 

Contract 
out rebat 

ted-
te (2) 

1,952 1,902 

Net 33,354 34,287 

Secondaary Grooss 51,895 53,335 

Contract 
out rebat 

ted-
te (2) 

4,738 4,620 

Net 47,157 48,716 

Total Grooss 87,201 89,525 

Contract 
out rebat 

ted-
te (2) 

6,690 6,522 

Net 80,511 83,003 

Classees 1A and 1 B 1,078 1,122 

Class 22 339 320 

Class 33 40 38 

Class 44 (5) 1,508 1,007 

Total N 
contrib 

National In 
butions(3) 

surance Fuund 83,477 85,491 

Nationnal Health SService 
Class 1 Primary 8,110 8,338 

Secondaary 11,583 11,945 

Total 19,693 20,283 

Classees 1A and 1 B 172 179 

Class 22 62 59 

Class 33 7 7 

Class 44 (5) 603 405 

Total N 
contrib 

National He 
butions(4) 

ealth Service 20,537 20,933 

26 



 

 

 

 

 

 

 

 

 

 

 

 

 
 
 

 
  

 

 

 

 

 

  

 

 

 

  

   

 

 

 

 

 

 

 

 

     

 
 

 

 

 

 

Appendix 4 (connt) 

Great Brritain 2013-144 2014-15 
£ millionn 

All contrributions 
Class 1 ((1) Primary Gross 43,415 44,528 

Co 
out 

ntracted-
t rebate (2) 

1,952 1,902 

Net 41,464 42,626 

Seccondary Gross 63,478 65,280 

Co 
out 

ntracted-
t rebate (2) 

4,738 4,620 

Net 58,740 60,660 

Tottal Gross 106,893 109,808 

Co 
out 

ntracted-
t rebate (2) 

6,690 6,522 

Net 100,204 103,286 

Classes 1A 1,250 1,301 
and 1B 

Class 2 401 379 

Class 3 47 46 

Class 4 ((5) 2,111 1,412 

Total coontributionss (4) 104,014 106,424 

(1) 	All figures are grross of recovveries by empployers of Sttatutory Sick Pay, Statutoory Maternityy Pay, 
Statuutory Paternity Pay includding Additionnal Statutory Paternity Paay and Statutory Adoption Pay. 

(2) 	Conttracted-out r ebates in resspect of conttracted-out ooccupational pension sch emes deduccted from 
conttributions pai d in year onlly. 

(3) 	Thesse figures apppear in Tablle 4.1 in the main report. 
(4) 	Figures may not sum to totals shown duee to roundingg. 
(5) The reduction in Class 4 con tributions is due to the immpact of the proposal to increase the Lower 

Profits Limit by aa higher perccentage than the Upper PProfits Limit. 
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Appendix 5: Coomparisonn of currennt and Jannuary 20133 estimatees of 2013 – 14 
cashfloows 

See parragraph 4.33 above andd the notes ffollowing th e table beloow for reasoons for the 
differences shown in the followwing table. 

Great Britain 2013-14 current esttimates, 2013-14 esstimates 
on the assumptioons in in the Jaanuary 

Sectionn 4 and detaailed in 2013 Up--rating
£ million AAppendix 33 Repoort 

pts(1)Receip 
Contribbutions 83,477 85,755 
Less recoveries of statutoryy 2,425 2,519 

paymeents (and abbatements) 

Net contribution reeceipts(3)	 81,052 83,236 
Treasuury Grant 0 0 
Compeensation froom Consoliddated 2,322 2,511 
Fund for statutoryy payments 
recoveeries 
Incomee from invesstments 127 117 
State sscheme preemiums 37 37 
Other rreceipts 368 47 
Total rreceipts (3)	 83,906 85,947 

Paymeents(2) 

Benefitts 	 89,158 88,670 
Personnal and stakkeholder 
pensioons contractted-out rebaates 39 41 
Age-reelated rebates for contrracted-
out mooney-purchase schemes 6 6 
Administration cossts 939 1,180 
Redunndancy fundd payments (net) 331 450 
Transfer to Northeern Ireland 315 305 
Other ppayments 	 168 158 
Total ppayments ((3)	 90,957 90,809 
Excesss of receiptss over paymments(3)	 -7,050 -4,862 

(1)	 The difference off £2.0 billion is due in largge part to lowwer earningss growth in 2012-13 than 
expeected offset bby the correcction describeed in note 1 to Table 4.1. 

(2) 	 The relatively smmall differencce of £0.2 bill ion is due too a number o f small differrences betweeen the 
projeections includding higher pprojected ESSA and IB payyments, loweer administraation costs a nd lower 
reduundancy fundd transfers . 

(3)	 Figures may not sum to totals due to rounnding. 
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Appendix 6: Proojections beyond AApril 2015 

This secction includ es the results of 5-yeaar projectionns on our ceentral assummptions andd on two 
variantss of future eearnings groowth. Even relatively sshort term projections oof the Fund are 
highly ssensitive to tthe assumpptions madee and thereffore need too be treatedd with cautioon. 

Assumpptions 

We havve assumed that decisioons regarding future inncreases in contributionn limits and rates 
and incrreases in beenefits fromm 2015-16 oonwards aree made in linne with the same policies and 
approacches as useed for the in creases forr 2014-15. 

Unless otherwise sstated the mmethods andd assumptioons used fo r these projjections aree the 
same ass the methoods and asssumptions uused for thee results shoown earlier in this report.  In 
particulaar CPI, earnnings growtth and triplee lock assummptions are based on TTable 4.1 inn OBR`s 
Decembber 2013 Ecconomic and Fiscal Ouutlook. 

These pprojections aallow for thee effect of t he introduc tion of single tier legislation from 22016-17 
onwardss. The effecct is broadlyy equal to thhe amount oof contractinng-out rebaates that no longer 
need to be deducteed from conntributions. We have aalso includedd the effectss of the aboolition of 
secondaary Nationaal Insurancee contributioons for thosee under 21 earning bellow the equuivalent 
of the UUEL from Appril 2015. 

Employyment 

FFY UR2013 peeople-baseed UR2014 peoplee- CChange 
(millions) 

(m 
based 

millions) 
(mmillions) 

2012/13 225.4 255.4 (actual) nil 

2013/14 225.4 25.8 +0.4 

2014/15 225.6 26.0 +0.4 

2015/16 225.7 26.2 +0.5 

2016/17 226.0 26.4 +0.4 

2017/18 226.2 26.7 +0.5 

2018/19 NN/A 26.9 N/A 
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CPI
 

FFY URR2013 
% 

UUR2014 
% 

CChange 
% 

2012/13 22.2 2.22 (actual) nil 

2013/14 22.6 2.7 +0.1 

2014/15 22.2 2.2 nil 

2015/16 22.0 2.1 +0.1 

2016/17 22.0 2.0 nil 

2017/18 22.0 2.0 nil 

2018/19 NN/A 2.0 N/A 

Earninggs growth 

FFY UR2013 UR22014
 

Centtral Change +1% --1% 
% %% % earninggs earrnings 

2012/13 2.6 1.1(1) (aactual) -1.5 1.1 1.1 

2013/14 2.2 2.44 +0.2 3.4 1.4 

2014/15 3.0 2.55 -0.5 3.5 1.5 

2015/16 3.9 3.44 -0.5 4.4 2.4 

2016/17 4.0 3.66 -0.4 4.6 2.6 

2017/18 4.0 3.77 -0.3 4.7 2.7 

2018/19 N/A 3.77 N/A 4.7 2.7 
(1) This iis different ffrom the eaarnings increease shownn in paragraaph 2.3 due to differencces in 
the period used to assess earnings growtth. 

Triple LLock 

FFY UR2013 UR22014
 

% Cent 
% 

tral 
% 

CChange 
% 

+1% 
earninggs 

-
ear 

-1% 
rnings 

20122/13 2.5 2.55 nil 2.5 2.5 

2013/14 2.6 2.77 +0.1 2.7 2.7 

20144/15 2.6 2.55 -0.1 2.5 2.5 

2015/16 3.7 3.33 -0.4 4.3 2.5 

2016/17 4.0 3.55 -0.5 4.5 2.5 

2017/18 N/A 3.77 N/A 4.7 2.7 
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iProjections 

The varriants shownn here focus on the im pact of changes in earrnings growwth as the sizze of 
the Fund is particu larly sensitive to changges in this aassumption..  Changess in earningss growth 
have a ddirect impacct of the levvel of contribbutions receeived while the impact of changess in 
earnings growth onn benefit paayments, whhere this redduces to beelow CPI or 2.5%, will bbe 
limited ddue to the BBasic State Pension triple lock meechanism. FFigures for 22012-13 aree from 
the Natiional Insuraance Fund aaccounts. 

Tables oof results 

We projject the Funnd and the ‘Fund as a ppercentage of benefit ppayments’ aassuming, iff 
necessaary a Treasury Grant iss made to eensure that tthe Fund dooes not fall below zero. We 
also shoow the Treaasury Grant required too ensure thaat the Fund does not faall below one-sixth 
of beneffit payments. 

Centrall Assumpti ons – Fundd value froom 2013-2019 

Great B
  £ millio 

ritain, 
on 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 22018-19 

Income 81,947 83,9066 85,648 89,074 98,242 103,812 109,171 

Payments 
Excess of 
payments 

s 
f receipts over 
s 

r
91,458 
-9,511 

90,957 
-7,050 

7
0

 93,613 
-7,965 

97,101 
-8,028 

100,093 
-1,852 

103,543 
270 

106,830 
2,342 

Balance i 
of year(1) 

n fund at end 29,083 22,0333 14,068 6,040 4,189 4,458 6,800 

Balance a 
as a perc 
benefit pa 

at end of year 
centage of 
ayments 

33.1% 24.6%% 15.3% 6.3% 4.3% 4.4% 6.5% 

Payment 
maintain a 
greater th 
end of the 

required to 
a Fund value 

han 0 at the 
e year 

0 00  0 0 0 0 0 

Payment 
maintain 
of benefit 

required to 
Fund at 1/6th 
t payments 

0 00 1,290 8,597 2,244 35 0 

(1) IIgnoring the eeffect of any Trreasury Grant . 
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1% Hig her earninggs variant - Fund valuue from 2013-2019 

Great Britain, 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 22018-19 
  £ millioon 
Income 81,9477 84,8622 87,601  92,239 102,902 110,069 117,212 

Paymentss 91,4588 90,9655 93,627  97,121 100,733 104,901 108,960 
Excess off receipts overr -9,5111 -6,1022 -6,026 -4,883 2,169 5,168 8,252 
paymentss 

Balance i n fund at end 29,0833 22,981  16,955  12,072 14,242 19,410 27,661 
of year(1) 

Balance aat end of year 33.1%% 25.7%% 18.4% 12.6% 14.4% 18.8% 25.8% 
as a perccentage of 
benefit paayments 

Payment required to 00 00  0 0 0 0 0 
maintain aa Fund value 
greater thhan 0 at the 
end of thee year 

Payment required to 00 00  0 3,859 0 0 0 
maintain Fund at 1/6th 
of benefitt payments 

(1) IIgnoring the eeffect of any Trreasury Grant . 

1% Lowwer earninggs variant -- Fund valuue from 20113-2019 

Great Britain 2012-13 2013-14 2014-15 2015-16 2016-17 22017-18 2018-19 
 £ millioon 
Income 81,9477 83,147 83,702 85,950 93,669 97,711 101,371 

Paymentss 91,4588 90,954 93,600 97,081 99,561 102,302 104,841 
Excess off receipts -9,511 -7,807 -9,898 -11,132 -5,892 -4,591 -3,471 
over paymments 

Balance i n fund at end 29,0833 21,276 11,378 247 0 0 0 
of year(1) 

Balance aat end of year 33.1%% 23.8% 12.3% 0.3% 0.0% 0.0% 0.0% 
as a perccentage of 
benefit paayments 

Payment required to 00  0 0 0 5,218 9,186 11,809 
maintain aa Fund value 
greater thhan 0 at the 
end of thee year 

Payment required to 00  0 3,977 11,688 6,131 4,596 3,160 
maintain Fund at 1/6th 
of benefitt payments 

(1) IIgnoring the eeffect of any Trreasury Grant . 
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