
 

 

                                                                                

 

A. National Insurance (NI) 

National Insurance (NI)      UK tax on earnings and self-employed 

profits  I ’  p    b  w rk r        p    r                 build 

entitlement to certain state benefits,        p r        h  State 

Pension  

What National Insurance (NI)? 

• I ’    compulsory contribution   k    r   p   ( r p    v   S    

A                ’r         p     )  

• A  h   h                “  x,”   ’     h          social security 

contribution    k      b        r  h r  h       r     v r      

 p       

Who pays National Insurance 

Y           p   NI         r  16 or over      

• Employed       r   b v             hr  h   ,  r 

• Self-employed       k  pr       b v             hr  h     

E p    r       p   NI     h  r   p      ’   r      ( h      separate  r   

wh  ’            r      r p  )  

What NI pays for 

Y  r NI r   r  h  p      q         r  

• State Pension 

• C r     b       ,    h    Maternity Allowance     Jobseeker’s 

Allowance 

Th            p           r    v    p        h w      qualifying years 

   NI     r b       ( r  r     )     h v  

How NI is paid 

If you’re employed 

• Y   p   Class 1 NI, wh  h    automatically deducted  r      r 

    r   hr   h PAYE  

• Y  r   p    r p    their own NI contribution      p       r 

w      [     h  p r  r   k], [  r w         ] 

If you’re self-employed 

https://www.moneyhelper.org.uk/en/work/employment/how-does-national-insurance-work-and-should-you-be-paying-it
https://www.nerdwallet.com/uk/business/about-national-insurance/


 

 

                                                                                

 

• Y   p   Class 2 and/or Class 4 NI,          hr   h    r annual 

Self Assessment tax return  

How NI differs from Income Tax 

• NI only applies to earned income (w      r        p      pr     ), 

      v    , p       ,  r r              

• I ’           per pay period (w  k    r     h  ),     j              

• R         r          r   r   p      ,   p    r ,      h  

       p       

When you stop paying NI 

• E p               stop paying NI when they reach State Pension 

age  

• E p    r            p   NI      r     ,  v       r  h    p      

r   h   p            

Why this matters for you 

I     ’r  w rk        h    , NI          

• Y  r take-home pay 

• Y  r future State Pension 

• E    b        r      b              r   r            h     

National Insurance rates – 2025/2026 

I       r       p      (C     1 NI) 

Y   p   NI b           r  r    p      h p   p r    (w  k    r     h  )  

E p      NI r     (     p  p   –       r  A) 

 

Example 

I        r  £1,000 per week  

• £0     h    r   £242 

• 8%    £724 99 ≈ £58.00 



 

 

                                                                                

 

• 2%    £33 ≈ £0.66 

T       p      NI = £58.66 for the week 

What your employer pays (separate from you) 

E p    r       p   NI       r   r       

• Rate: 15% 

• Starts when pay exceeds: £96 per week (£417 p r     h   

£5,000 p r    r) 

• Th r     no upper limit –   p    r  p   15%          r       b v  

 h   hr  h    

• This increase (from 13.8% to 15%) and the lower threshold are major 

changes introduced from April 2025. 

 

If you are self-employees 

C     4 NI (            p          r b     ) 

 

Class 2 NI (important change) 

• Mandatory Class 2 NI has been abolished  r   Apr   2025 

• Voluntary Class 2     r b       r       v    b      pr         r 

State Pension record 

Key things to remember 

• NI               per pay period,                k           x [  v  k] 

• NI  pp             earned income,       v    ,   v      ,  r 

p        

• Y   stop paying employee NI          r   h State Pension age 

• E p    r            p   NI  v             ’  

 

B. How NI works with bonuses 

How NI works with bonuses 

https://www.gov.uk/government/publications/rates-and-allowances-national-insurance-contributions/rates-and-allowances-national-insurance-contributions


 

 

                                                                                

 

Key rule 

•          r   r           r     , j      k      r   

• NI                  h p   p r    (    h    r w  k  ),       r     h  

wh      x    r   

Th           b         p  h p r  ( r    )       r p          h  h r NI b   , 

 v         r   r        r       ’   

Example: Monthly salary + bonus 

A    p      (  p     ,       r  NI       r  A)  

• M   h       r   £4,000 

•         b     p                h  £6,000 

• T     p    h       h  £10,000 

2025/26 monthly NI bands: 

• £0 – £1,048 → 0% 

• £1,048 01 – £4,189 → 8% 

•  v r £4,189 → 2% 

NI calculation for that month: 

• £0      r   £1,048 

• 8%    £3,141 (£4,189 − £1,048) = £251 28 

• 2%    £5,811 (£10,000 − £4,189) = £116 22 

Total employee NI on salary + bonus = £367.50 for that month 

 

Employer NI on bonuses 

• E p    r  p   15% NI    b        b v  £417 p r     h   £5,000 

p r    r 

• Th r         pp r         r   p    r NI 

• So the same £6,000 bonus costs the employer an extra £900 in NI, 

even though your own NI rate drops to 2% on the top slice. 

 

C. How NI works with pensions 

How NI works with pensions 



 

 

                                                                                

 

E p      p           r b       (                p ) 

  S   r     r      (v r    p r    ) 

I              r     r       

• Y  r     r           r     r       

• Th     r                

o   D           r      p      NI 

o   D           r      p    r NI 

Th     k       r     r      p                h       NI           b        

 v    b     MRC  xp         r        r       p            r        r NI 

Standard (non-salary-sacrifice) pensions 

I          r b        r NI                

• Y         p   NI     h           r  

• P         x r       pp       r          x,     NI 

Example: Pension via salary sacrifice 

M   h       r  b   r     r       £5,000 

S   r     r            p        £500 

NI  b       r   £4,500 

R       

• Y    v      p      NI    £500 

• Y    v      p    r NI    £500 

• Ex r  p                     h   w r  v r         

Employer pension contributions 

• E p    r     r b          p         r    

o    Fr        p      NI 

o    Fr        p    r NI 

Bonuses vs pensions – NI comparison 



 

 

                                                                                

 

 

 

Practical takeaway (especially relevant in consulting) 

•          r  NI            ,   p            r   p    r NI r       15% 

• S   r     r      p         r          h                 w       r      

NI   r b  h   p            p    r 

• T         b       (           h v   pr   )         NI   r   h   

         x 

End. 

 


