Salary Exchange for Holders of Joint Appointments
Ref: FIN/800/JAP

Introduction 

This information is provided for holders of joint appointments with the University and a college. It provides extra detail on the effects of:

· accepting Salary Exchange on the university post;

· adding Salary Exchange on the college post;

· deferring National Insurance contributions.

Key points for joint appointments

College and university appointments are separate employments. National Insurance contributions are calculated ‘from scratch’ for each appointment, unlike income tax which is aggregated. (See the section relating to National Insurance deferment below.)

At present an individual with a joint appointment could pay more National Insurance than an individual with a single appointment who earns exactly the same total amount. This is because National Insurance contributions are calculated for each separate employment at a rate of 0% on the first £453 a month and then 9.4% on the next £2,884 of earnings in a month. National Insurance contributions on all monthly earnings in excess of £3,337 are calculated at 1.0%. The effect is shown in the illustrative examples below.

Those holding joint appointments pay more National Insurance in the first place. The effect of Salary Exchange, therefore, is that there are bigger savings, i.e. more take-home pay, on both employments.

Accepting Salary Exchange on the university appointment

The University is adopting Salary Exchange in advance of the colleges, each of which is currently considering implementing a similar scheme.

Initially, therefore, academics holding joint appointments will be able to benefit from Salary Exchange only on the pension contributions made in respect of their university post (in the illustrative examples the ‘University only’ column savings).

This means that the ‘Key Points’ document, information booklet and online calculator can all be used to determine individual benefits, but only on the university element of pay.

Adding Salary Exchange on the college appointment 

If and when each college makes Salary Exchange available, those holding joint appointments will be able to benefit in respect of the college element of their pensionable pay (in the illustrative example the ‘College also’ column savings).

There is nothing to prevent an individual opting to participate in the scheme for one employer and not for the other, but obviously the overall savings will be reduced accordingly. 

National Insurance deferment 

Provisions exist to respond to the anomaly whereby National Insurance contributions are disaggregated for those in more than one separate employment. If an individual holding a joint appointment expects to receive combined earnings of at least £3,337 each month throughout the tax year, he or she can seek permission from HM Revenue and Customs to defer paying National Insurance contributions at the ‘main’ rate of 9.4% in any additional employment until HM Revenue and Customs have calculated the correct amount of total National Insurance due for the tax year.

If HM Revenue and Customs permits deferment, the individual concerned will still have to pay National Insurance contributions at the rate of 1% on all earnings over £453 each month in the deferred employment. Where this occurs, HM Revenue and Customs will write to the individual advising them of their main employer. At the same time, a certificate will be issued to the deferred employer.

At the end of each tax year, HM Revenue and Customs will calculate National Insurance paid via the main employer and, if insufficient contributions have been made at the ‘main’ rate of 9.4%, they will write requesting an additional payment. Further information on the deferment of Class 1 National Insurance contributions can be found online at http://www.hmrc.gov.uk/guidance/ca72a-notes-08-09.pdf
The impact of Salary Exchange on the additional employment in respect of which National Insurance contributions may be permitted to be deferred is that savings are made on the 1.0% National Insurance rate (as opposed to the 9.4% rate) which results in a £0.67 saving for every £1,000 of affected earnings.

The real benefit applying for deferment in respect of the additional employment comes not from Salary Exchange itself (although there will still be a small saving), but from paying less National Insurance through only being subject to the ‘main’ rate in one employment.

Anyone who believes that they may have paid too much National Insurance in previous tax years should write to:

HM Revenue & Customs,

National Insurance Contributions Office,

Refunds Group,

Benton Park View,

Newcastle upon Tyne

NE98 1ZZ

For further information on Salary Exchange, please refer to the attached information booklet.
Illustrative examples

	 (A) University Lecturer at the joint maximum, with a tutorial fellowship
	Salary Exchange effect on National Insurance

	
	Annual salary
	Monthly salary
	Pension (6.35%)
	NIC rate
	Current NIC deduction
	University pay only
	College pay also

	University:
	£44,137
	£3,678
	£233
	9.4%
	£346
	£324
	£324

	College:
	£8,491
	£708
	£45
	9.4%
	£67
	£67
	£62

	Housing allowance:
	£7,000
	£583
	£37
	9.4%
	£55
	£55
	£51

	Total:
	£59,628
	£4,969
	£315
	
	£468
	£446
	£437

	Saving on current National Insurance contribution deduction:
	£22
	£31


	(B) CUF Lecturer at the joint maximum
	Salary Exchange effect on National Insurance

	
	Annual salary
	Monthly salary
	Pension (6.35%)
	NIC rate
	Current NIC deduction
	University pay only
	College pay also

	University:
	£20,914
	£1,743
	£111
	9.4%
	£164
	£153
	£153

	College:
	£31,714
	£2,643
	£168
	9.4%
	£248
	£248
	£233

	Housing allowance:
	£7,000
	£583
	£37
	9.4%
	£55
	£55
	£51

	Total:
	£59,628
	£4,969
	£316
	
	£467
	£456
	£437

	Saving on current National Insurance contribution deduction:
	£11
	£30


	(C) New ULNTF at the equivalent of the joint maximum
	Salary Exchange effect on National Insurance

	
	Annual salary
	Monthly salary
	Pension (6.35%)
	NIC rate
	Current NIC deduction
	University pay only
	

	University:
	£52,628
	£4,386
	£279
	9.4%
	£314
	£314
	

	
	
	
	
	1.0%
	£10
	£8
	

	Total:
	
	
	
	
	£324
	£322
	

	Saving on current National Insurance contribution deduction:
	£2
	


	(D) Professor at the professorial minimum
	Salary Exchange effect on National Insurance

	
	Annual salary
	Monthly salary
	Pension (6.35%)
	NIC rate
	Current NIC deduction
	University pay only
	

	University:
	£57,385
	£4,782
	£304
	9.4%
	£314
	£314
	

	
	
	
	
	1.0%
	£14
	£11
	

	Total:
	
	
	
	
	£328
	£325
	

	Saving on current National Insurance contribution deduction:
	£3
	


Note 1: for simplicity, tax allowances and National Insurance free pay are excluded in the examples.

Note 2: salaries as at 1 August 2007.

Note 3: an illustrative housing allowance is included in two of the above examples on the basis that it is included in total pensionable pay.

Note 4: salaries shown are rounded to the nearest pound.
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