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In April 2022, National Insurance contributions (NICs)
rose by 1.25% for both you as an employer and your 
employees. This will clearly affect your business and 
your employees’ take-home pay.

However, you can reduce the impact of the extra NICs 
by implementing a simple savings scheme. Pension 
salary exchange, also known as salary sacrifice, is a 
legitimate and simple way to reduce National Insurance 
costs for both you and your employees. With pension 
salary exchange, employers pay their employees’ 
workplace pension contributions directly. These 
contributions are deducted before tax and NICs are 
paid. This means that both you and your employees 
pay out less in NICs. Employers may retain ALL, SOME 
or NONE of the savings in NICs. You could use these 
savings to pay additional pension contributions to 
enhance employees’ pensions or fund other employee 
benefits. The choice is yours.

What does this mean for you as an employer?

Employers pay NICs on employee annual earnings 
above £8,840 (increased to £9,100 in April 2022), 
currently at a rate of 13.8%. In April 2022, it becomes 
15.05%. Without exact payroll figures and pension 
contribution rates, we can only give a guide as to 
the increase in NICs and the amount you and your 
employees could save through pension salary exchange.

Figure 1 – examples of potential savings for employers 
All figures approximate.

No. of 
employees

Total annual 
payroll

Increase in 
employer 

NICs

Indicative 
employer NIC 
savings with 

pension salary 
exchange

20 £1 million £10,000 £5,000

50 £2 million £20,000 £10,000

100 £4 million £40,000 £20,000

What does this mean for your employees? 

Employees aged 16 upwards earning £9,568 a year or 
more (increased to £9,880 in April 2022) pay National 
Insurance. This qualifies them for certain welfare

benefits and the State Pension. Currently, this is at a 
rate of 12% on earnings between the primary threshold 
(£9,568) and upper earnings limit (£50,270); and 2% on 
earnings over the upper earnings limit. In April 2022, it 
becomes 13.25% and 3.25%.

Figure 2 – examples of how the 1.25% rise affects a 
range of employee salaries  
All figures approximate. Assumed pension contribution rates 
5% employer/5% employee.

Salary Current 
NIC

New 
NIC

Increase Net take-home 
pay increase due 
to pension salary 

exchange

£30,000 £2,451 £2,706 £255 £180

£50,000 £4,852 £5,358 £506 £300

£80,000 £5,479 £6,359 £880 £80

Help from the pension salary exchange 
experts

Moore Kingston Smith has the expertise to 
implement your entire pension salary exchange 
process for you. This includes employee 
communication and education. It is a valuable 
savings tool that most employers and employees 
should be taking up.

If you would like to find out how to reduce the 
impact of the NIC rise with 
pension salary exchange, 
please contact Employee 
Benefits Consultant Paul 
Beck on  
020 7566 4031 or  
pbeck@mks.co.uk.
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