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Introduction
As we have become accustomed to, the weekend before a Budget statement was awash with leaks and inside 
information. House of Commons Speaker Lindsay Hoyle reprimanded Members of Parliament (MPs) saying 
that in years gone by, MPs would ‘walk’ for this kind of activity. This was a reference to Hugh Dalton who, as 
Chancellor of the Exchequer in 1947, made a remark to a journalist as he entered the House about tax changes. 
Before Mr Dalton had finished his Budget speech, these changes were printed in early editions of the evening 
newspaper whilst the stock market was still open. Mr Dalton later resigned as Chancellor.

We will probably never know whether or not this year’s ‘leaks’ were actually true leaks of private information or 
good news publicity announcements ahead of the Budget and Spending Review. However, these included things 
such as:

• Councils receiving £6.9bn to spend on train, tram, bus and cycle projects. In fact, this was only £1.5bn of 
additional spending as £4.2bn had been announced in 2019. £6.9bn sounds good though

• £5.9bn going to the NHS to tackle the waiting list backlog 

• £1.8bn for building 160,000 new homes on brownfield sites

• £2.6bn creating 30,000 new school places for children

• £1.6bn (over three years) for the new T-level qualifications and

• £550m investment in adult skills

What was really interesting for me is that these announcement related to investments and initiatives in England 
only. All of the above are devolved areas of administration, so Scotland, Wales and Northern Ireland can spend 
depending on their own policies and needs.  

The Block Grant
Which nicely leads onto something that is mentioned in every Budget Red Book and that’s the ‘Block Grant’. 
This is, simply, an amount of money that is paid by the UK Government to the Government in the devolved 
nations under the Barnett Formula convention (i.e., there is no legal basis, it’s just the way that successive UK 
Governments have given money to the devolved nations). The Formula looks at the spending levels allocated 
to public services in England and roughly apportions this to the devolved nations depending on the policy 
announcement and the population compared to that in England. This is always a complicated and controversial 
time, not least because each of the devolved nations has different levels of devolved powers. Also, it can be 
particularly confusing for individuals when, for example, there are announcements about funding for NHS 
England that result in an increased Block Grant allocation. Just because a policy is for NHS England does not 
mean that the allocated monies have to go to NHS Scotland, Gig Cymru and Health and Social Care Northern 
Ireland (HSCNI). The monies in the Block Grant are paid to the devolved Governments who choose to allocate 
the funds as they believe are appropriate in their nation.   

Autumn Budget 2021 said at point 3.3 that ‘in addition’ to the Barnett Formula-derived Block Grants, each devolved 
administration (DA) would receive an additional £1.3 billion for 2021/22 so that they have ‘funding certainty’.

So, when Rishi Sunak, Chancellor of the Exchequer, left No 11 Downing Street at 10.45 on 27 October 2021, 
holding the Ministerial red box for the waiting photographers, we knew some of the details about spending. 

The Budget and Spending Review outcome itself would indicate how these pledges would be funded.  



Budget ‘Themes’
Before the Autumn Budget, we knew several things, not least the level of unprecedented debt. In March 2021, 
the Chancellor Rishi Sunak said that this was a debt that would take ‘many governments over many decades’  
to repay. 

Autumn Budget 2021, the second of the year, was also significant in that it came on the same day as the results 
of the 3-year Spending Review. This details how the UK Government will fund public services for the next three 
years. In addition, we had some indicators of what else this Budget, entitled ‘A Stronger Economy for the British 
People’ would hold in store:

• There were two words to look for, popular with Ministers at the moment – ‘levelling up’. How would the 
Budget attempt to achieve this?

• At the 2021 Conservative Party conference, Mr Sunak said ‘And whilst I know tax rises are unpopular. Some 
will even say un-Conservative. I’ll tell you what IS un-Conservative. Unfunded pledges, Reckless borrowing and 
soaring debt’. An interesting statement

• The 26th UN Climate Change Conference of the Parties (COP26) started on 31 October 2021. As hosts, the 
UK Government would be keen to demonstrate its green credentials the week before

• Inflation is rising and looks set to continue. This is coupled with speculation about rising interest rates. So, 
the cost of borrowing looks set to increase, something that Mr Sunak will want to address

• The same inflation and interest rates implications apply to individuals. Will the UK Government attempt to 
mitigate this?

• What about the current energy prices that look set to make for an expensive winter for individuals and 
employers? Will taxes and levies on energy be reduced, though this is a huge source of revenue for the UK 
Government

However, it is clear to any budget holder that what is spent has to be paid for. This is the debt that will take ‘many 
governments over many decades’ to repay the debt, i.e., ‘fix the public finances’. Coupled with this is the fact that 
Mr Sunak had said that, whilst he believed in ‘fiscal responsibility’, surely this would have to be tampered with 
climate change and moral responsibility.  

Current Chancellor Rishi Sunak’s 27 October 2021 started with a reprimand from Dame Eleanor Laing the 
Deputy Speaker. She said that too much had already been announced, it should be saved for MPs in the future 
but then handed over to him for ‘the remainder of your announcements’.

The following are the announcements that impact the payroll and reward professions, as outlined in the  
Red Book. This is the document to go to rather than listen to the speech itself which did seem to focus on  
the spending rather than the part about how these things will be paid for.

 

COVID-19 Support
Surprisingly, there was little mention of the various support schemes, save the mention on page 2 that £378 
billion of direct support had been provided in the last year, including, not least, the Coronavirus Job  
Retention Scheme.

However, the pandemic did underpin the Budget recognising that the necessary additional borrowing is 
‘unaffordable’ and, also, that a rise in interest rates will mean diverting public money to repay and increasing debt, 
preventing that money being used to invest in public services.

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1028814/Budget_AB2021_Web_Accessible.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1028814/Budget_AB2021_Web_Accessible.pdf
https://www.conservatives.com/news/rishi-sunak-speech-conference-2021
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1028814/Budget_AB2021_Web_Accessible.pdf


The End of the Suspension of Waiting Days
Although not part of the Autumn Budget 2021, it is worth mentioning this topic. On 3 March 2020, the Prime 
Minister made the announcement about Covid-19 related Statutory Sick Pay (SSP) being payable from the first 
Qualifying Day in the Period of Incapacity for Work (PIW). 

Budget 2020 (point 1.94) confirmed this power would be granted ‘temporarily’ by ‘the forthcoming COVID-19 Bill’, 
now the Coronavirus Act 2020 (CVA) which gained Royal Assent on 25 March 2020. Subsequent ‘Suspension of 
Waiting Days’ Regulations were made by HMRC under social security powers granted by the 2020 Act.

Unlike the Coronavirus Statutory Sick Pay Rebate Scheme, the Suspension of Waiting Days Regulations were not 
ended on 30 September 2021. However, the CVA will expire on 24 March 2020 which means any legislation made 
as a result of powers granted by the CVA will also expire. 

Subject to a March 2022 review, any SSP PIW on or after 25 March 2022 will be subject to the three Waiting Days 
provision again, regardless of the fact it may be Covid-related SSP.  

Non-Compliance (and Investment into HMRC)
The March 2021 Budget announced at point 2.61 the UK Government’s commitment to tackle non-compliance 
with the COVID support schemes. Over £100 million is to be spent enabling HMRC to recruit 1,265 staff in a 
‘Taxpayer Protection Taskforce’. 

Point 4.106 of the Autumn Budget 2021 says that the Spending Review outcome allows an additional £55 million 
to be allocated to HMRC for their compliance work in pursuing individuals and companies that have ‘abused’ the 
support schemes.

To mention the Taxpayer Protection Taskforce in two Budgets in the same year is a strong indication that the UK 
Government is very serious about non-compliance.  

Power to Make Temporary Modifications of Taxation of Employment Income
Currently, the primary Income Tax legislation (the Income Tax (Earnings and Pensions) Act 2003 (ITEPA)) only 
provides for limited situations and circumstances where HM Treasury can make changes to the treatment of 
certain Benefits-in-Kind and expenses. The Covid-19 pandemic has meant that the UK Government has had to 
primary and secondary legislation to exempt items with a backdated effective date.  For example, the Finance 
Act 2021, which received Royal Assent on 10 June 2021, temporarily relaxed the qualifying condition about 
cycle or cyclist’s safety equipment being used mainly for ‘qualifying journeys’ (to work) until 05 April 2022, 
retrospective to 16 March 2020.

Point 5.32 ‘Regulation making powers for national emergencies’ states that the Finance Bill will allow Minister to 
give Income Tax and NICs reliefs on specific Benefits-in-Kind or expenses in the event of a ‘disaster or emergency 
of national significance’. This is reflected in the Finance Bill Clause entitled ‘Power to make temporary modifications 
of taxation of employment income’, though Social Security legislation will be required for National Insurance.

HMRC’s Policy Paper explains that this power will allow the UK Government to:

• Exempt specified Benefits-in-Kind 

• Change the qualifying conditions for exemptions (as with cycle-to-work)

• Exempt specified reimbursements from Income Tax

• Provide relief for specified expenses

https://www.gov.uk/government/news/sick-pay-from-day-one-for-those-affected-by-coronavirus
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/871799/Budget_2020_Web_Accessible_Complete.pdf
https://www.gov.uk/government/publications/power-to-make-temporary-modifications-of-taxation-of-employment-income/power-to-make-temporary-modifications-of-taxation-of-employment-income


Income Tax
Rates
The Finance Bill confirms that the following rates will apply to taxpayers that are not Scottish or Welsh:

Band Rate
%

Basic 20
Higher 40
Additional 45

The full UK Income Tax picture will not be known until the following:

• Scottish Income Tax rates and thresholds are announced at the Scottish Budget on 09 December 2021

• The Welsh Rates of Income Tax are announced at the Welsh Budget on 20 December 2021 

Thresholds
The Income Tax Act 2007 said that the following must be increased by at least the value of CPI at the September 
preceding the start of the tax year, i.e. 3.1% for September 2021:

• The Income Tax Basic rate limit (for rest of the UK Taxpayers and Welsh Taxpayers)

• The Personal Allowance (UK-wide)

• The Married Couple’s Allowance (UK-wide)

• The Blind Person’s Allowance (UK-wide)

However, the first 2021 Budget and subsequent Finance Act disapplied the Income Tax Act 2007 and said that:

• Indexation of the Basic rate limit will not apply for the tax years 2022/23, 2023/24, 2024/25 and 2025/26. 
The value has been frozen at £37,700

• Indexation of the Personal Allowance will not apply for the tax years 2022/23, 2023/24, 2024/25 and 
2025/26. The value has been frozen at £12,570

The March 2021 Budget Report (point 2.66) said that the policy decision will not ‘reduce take-home pay’. 
However, it does mean that disposable income decreases, as take-home pay is not increased in line with inflation 
– pay is the same but things cost more.

The following increase by 3.1%:

Tax Allowance 2021/22 2022/23 Change
£ £ £

The Married Couple’s Allowance*

• Maximum 9,125 9,415 +290

• Minimum 3,530 3,640 +110

• Income Limit 30,400 31,400 +1,000
Blind Person’s Allowance 2,520 2,600 +80
Personal Savings Allowance

• Basic Rate taxpayers 1,000 1,000 0

• Higher Rate taxpayers 500 500 0

https://www.legislation.gov.uk/ukpga/2021/26/section/5/enacted


* Note that the Married Couple’s Allowance is an age-related allowance which has a different income limit 
compared to the UK-wide Personal Allowance. The age-related allowance is reduced by £1 for every £2 of income 
over £31,400.

For the sake of completeness, the following allowances are detailed, unchanged from 2021/22:

Tax Allowance 2021/22 2022/23 Change
£ £ £

Personal Savings Allowance

• Basic Rate taxpayers 1,000 1,000 0

• Higher Rate taxpayers 500 500 0
 
 
The Health and Social Care Levy

The Levy is part of the UK Government’s ‘Build Back Better’ initiative to fund health and social care in England, also 
a Manifesto commitment. The new Levy is legislated for via the Health and Social Care Levy Bill and the Income 
Tax liability on dividend payments increases by 1.25% from April 2022. This tax is payable on dividend income 
above the allowance, currently £2,000.

Point 5.29 of Autumn Budget 2021 confirms that, on income above the dividend allowance, the following rates 
will apply:

Tax Year Basic rate Higher rate Additional rate
2021/22 7.5% 32.5% 38.10%
2022/23 8.75% 33.75% 39.35%
Higher 40 50,001 – 150,000 50,271 – 150,000
Additional 45 Over 150,000 Over 150,000

For employees (and employers), the Levy will be collected via the payroll, with the first year being as an increase 
to National Insurance Contribution percentages. The increase to dividend Income Tax rates ensures that those 
with dividend income contribute in line with that made by individuals in employment (Class 1) and the self-
employed (Class 4).

No changes were made to the rUK Income Tax rates and allowances that had already been announced (and as per 
the above legislation made on 01 February 2021). This sets:

• The Personal Allowance as £12,570

• The rUK and Welsh Taxpayer Basic Rate threshold as £37,700 and, by default,

• The rUK Higher Rate threshold as £50,270 (i.e., £12,570 + £37,700)

These will apply from April 2021; however, they will be frozen at that level until April 2026 (point 2.74). From tax 
year 2026/27, they will start to be incremented again.

The decision does ensure that the Conservatives have not broken their 2019 Manifesto pledge not to increase the 
rates of tax. It does mean that, annually, the UK Government will have to override the statutory provision in the 
Income Tax Act 2007 that mandates the Basic Rate limit and Personal Allowance will increase with reference to the 
Consumer Prices Index (CPI) inflation as at the September before the next tax year. 

Basis Period Reform
Point 5.70 indicates that, in preparation for Making Tax Digital for Income Tax Self-Assessment (MTD ITSA), the 
period of time over which HMRC make an assessment for Income Tax is to be aligned to the Income Tax year 
rather than any other year.

https://www.gov.uk/married-couples-allowance
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1015736/Build_Back_Better-_Our_Plan_for_Health_and_Social_Care.pdf
https://publications.parliament.uk/pa/bills/cbill/58-02/0160/210160.pdf
https://www.gov.uk/tax-on-dividends


Currently, the assessment period (basis period) is aligned to the company’s accounting year which may or may not 
be aligned to the Income Tax year.

This is not new information. On 20 July 2021, a consultation was published alongside draft legislation and HMRC’s 
Policy Paper. Both said that upon the introduction of MTD ITSA, basis periods would be aligned with the tax year, 
taking place as follows:  

• Alignment to the tax year dates from 06 April 2023 with

• Transitional rules in place for tax year 2022/23

However, on 23 September 2021, Financial Secretary Lucy Frazer announced a delay to MTD ITSA until April 2024. The 
finance Bill Explanatory Notes ‘Clause 7 and Schedule 1: Abolition of basis periods’ says the legislation will mean:

• Alignment to the tax year dates from 06 April 2024 with

• Transitional rules in place for tax year 2023/24

Autumn Budget 2021 confirms this and on 27 October 2021, HMRC’s Policy Paper of 27 October 2021 said:

This measure will only affect businesses which draw up annual accounts to a date different to 31 March or 5 April 
(mainly seasonal businesses and large partnerships), and businesses that commence from 6 April 2024. 

Clamping Down on Promoters of Tax Avoidance
Point 5.74 says that legislation in the Finance Bill will give HMRC further powers ‘to clamp down on promoters of 
tax avoidance’. These powers will come into force once the Bill receives Royal Assent.

The powers are:

• Allowing HMRC to issue winding-up petitions

• Allow HMRC to publish ‘make and shame’ information about tax avoidance schemes

• Allow HMRC to freeze promoter’s assets (by freezing orders in England and Wales, warrants for diligence in 
Scotland and freezing injunctions in Northern Ireland)

• Introduce a new penalty on the UK entities that support tax avoidance schemes. 

Tax Administration and Maintenance
Point 5.75 says that the UK Government will ‘bring forward’ further tax administration and maintenance 
announcements. This is in addition to similar announcements published in the ‘Tax policies and consultations’ in 
March 2021.

National Insurance Contributions
Thresholds
As with Income Tax, the March 2021 Budget made a similar announcement regarding the UK-wide National 
Insurance Upper Earnings Limit (UEL) threshold (which is aligned to the rUK Higher Rate threshold for Income 
Tax). 

The annual UEL will be frozen at £50,270 (as per The Social Security (Contributions) (Rates, Limits and Thresholds 
Amendments and National Insurance Funds Payments) Regulations 2021 made on 15 February 2021) and will not 
increase until tax year 2026/27, though the thresholds up to this (Lower Earnings, Primary etc) will be ‘considered’. 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1004001/Clause_1_Draft_legislation.pdf
https://www.gov.uk/government/publications/income-tax-basis-period-reform/income-tax-basis-period-reform
https://publications.parliament.uk/pa/bills/cbill/58-02/0184/en/210184en.pdf
https://www.gov.uk/government/publications/basis-period-reform/basis-period-reform
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/974025/Tax_policies_and_consultations_2021_Web_accessible.pdf
https://www.legislation.gov.uk/uksi/2021/157/contents/made
https://www.legislation.gov.uk/uksi/2021/157/contents/made


Point 5.30 of Autumn Budget 2021 confirmed that the following will be uprated by the value of CPI in September 
2021 (3.1%):

• The Lower Earning Limit

• The Primary Threshold

• The Secondary Threshold

• Class 2 and 3 NI values

Whilst the weekly rates are published in the OOTLAR, the per-pay period values were announced to software 
developers on 03 November 2021:

Tax Year Weekly Fortnightly Four-weekly Monthly Annual
£ £ £ £ £

Lower Earnings Limit (LEL) 21/22 120 240 480 520 6,240
22/23 123 246 492 533 6,396

Primary Threshold (PT) 21/22 184 368 736 797 9,568
22/23 190 380 760 823 9,880

Secondary Threshold (ST) 21/22 170 340 680 737 8,840
22/23 175 350 700 758 9,100

Upper Earnings Limit (UEL) 21/22 967 1,934 3,867 4,189 50,270
22/23 967 1,934 3,867 4,189 50,270

Freeport Upper Secondary 
Threshold (FUST)

21/22 N/A N/A N/A N/A N/A
22/23 481 962 1,924 2,083 25,000

Note that the Upper Earnings Limit (UEL) remains aligned with the Upper Secondary Threshold (UST) for 
under 21s, the Apprentice Upper Secondary Threshold (AUST) for under 25s and the Veterans’ Upper 
Secondary Threshold. 

Rates (the Health and Social Care Levy)
As above, the Levy is part of the UK Government’s ‘Build Back Better’ initiative to fund health and social care in 
England, also a Manifesto commitment. The new Levy is legislated for via the Health and Social Care Levy Bill and 
will be collected by an increase to National Insurance Contributions in 2022/23:

Tax Year Class 1 Employee 
Main / over UEL rate

Class 1 Employer Class 1A Class 1B

2021/22 12% / 2% 13.8% 13.8% 13.8%
2022/23 13.25% / 3.25% 15.05% 15.05% 15.05%

The above does not include:

• The mariner’s categories

• Table letters B (reduced rate) and C (over State Pension age)

• Class 4 (self-employed)

However, except for letter C, these will also be impacted by the 1.25% Levy. Class 2 and 3 NICs are not impacted.

The OOTLAR confirms the 2022/23 Class 2 and Class 3 weekly values.

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1015736/Build_Back_Better-_Our_Plan_for_Health_and_Social_Care.pdf
https://publications.parliament.uk/pa/bills/cbill/58-02/0160/210160.pdf
https://www.gov.uk/government/publications/autumn-budget-2021-overview-of-tax-legislation-and-rates-ootlar/annex-a-rates-and-allowances


The HSCL / National Insurance Rate Increase Payslip Message
On 08 September 2021, HMRC’s Software Developer Support Team asked developers to facilitate employers 
relaying the reason for this increase by including a generic payslip message throughout 2022/23:

For the 2022-23 tax year, employers should include a generic message on payslips, where possible, to show that 
this increase in National Insurance Contributions will be for the Health and Social Care Levy. We would encourage 

all payroll software providers to support employers with this. We’ll provide details of a standard message to be 
included shortly. Please let us know if you intend to support your customers to include this payslip message.

On 17 November 2021, HMRC advised the wording of the payslip message that they are requesting employers use 
on payslips and asking software developers to facilitate:

1.25% uplift in NICs funds NHS, health & social care. 

Freeports
There were no significant announcements that enhance our knowledge of where these locations will be. These 
are zones that will begin operating from late 2021 and area areas exempt from traditional customs duties and 
tariffs. The importance for payroll and reward is that, from tax year 2022/23, an employer National Insurance 
Contributions 0% rate will apply on a portion of earnings for a period of time for new employees. 

The March 2021 Budget Report (2.113) outlined the 8 English Freeport sites whilst 2.114 said that discussions will 
start with the devolved nations ‘as soon as possible’. Point 2.188 at Autumn Budget 2021 simply says that the UK 
Government is still committed to establishing at least one in the devolved nations.

National Minimum / Living Wage
According to the Prime Minister’s speech at the Conservative Party conference on 06 October 2021, ‘levelling up 
across the UK’ will mean the country moves in the direction of a ‘high wage’ economy. Rishi Sunak said similar 
on 04 October 2021 when he said that an increased National Living Wage would give people ‘the means and 
opportunities to help themselves’ and ‘higher wages’ was part of the plan for the future.

In its consultation that ran from 24 March 2021 to 18 June 2021, one of the issues that the Low Pay Commission 
(LPC) considered was the ‘affordability and effects’ of a National Living Wage rate of £9.42. This was their 
prediction, with a + / - 7p tolerance. 

On 25 October 2021, HM Treasury announced that it had accepted the recommendations of the LPC and 
Autumn Budget 2021 announced at point 5.5 that the following hourly rates apply for the first full pay reference 
period on or after 01 April 2022:

Rate From April 
2021

From April 
2022 Change Change

£ £ % £
Adults (23+) aka the National Living Wage 8.91 9.50 6.6 0.59
Adult (21 – 22) 8.36 9.18 9.8 0.82
Youth Development (18 – 20) 6.56 6.83 4.1 0.27
Under 18 (but above compulsory school leaving age) 4.62 4.81 4.1 0.19
Apprentice* 4.30 4.81 11.8 0.51

* For apprentices aged 16 to 18 and those aged 19 or over who are in the first year of their apprenticeship. All other 
apprentices are entitled to rate applicable for their age.

https://www.conservatives.com/news/prime-minister-boris-johnson-speech-conference-2021
https://www.conservatives.com/news/rishi-sunak-speech-conference-2021
https://www.gov.uk/government/consultations/low-pay-commission-consultation-2021
https://hmtreasury-newsroom.prgloo.com/news/embargoed-2230-monday-25-october-wage-boost-for-millions-of-low-paid-workers
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1029974/Budget_AB2021_Web_Accessible.pdf


The Accommodation Offset daily rate increased by 2% from £8.20 to £8.70.

Prior to the Budget, the Chancellor said:

“This is a government that is on the side of working people. This wage boost ensures we’re making work pay and 
keeps us on track to meet our target to end low pay by the end of this Parliament.”

Whilst this does have the impact of raising wages for the worker, the cost implications on the employer will be 
high. Also note that the around £1,200 increase for workers is gross, i.e. before the deduction of Income Tax, 
National Insurance etc. 

We must not forget that the UK Government has previously set a target for the National Living Wage (NLW) to 
reach two-thirds of median earnings by 2024 for workers aged over 21. This is assuming that economic conditions 
allow. The rate of inflation is an indicator of the economic conditions. 

The Pay Reference Period
Whilst the necessary Amendment Regulations will state that the legislation comes into force on 01 April 2022, 
note that increased rates are effective from the first full Pay Reference Period (PRP) that starts on or after Friday 
01 April 2022. 

The two things are not the same. The PRP, according to the National Minimum Wage Regulations 2015, is the 
period of time for which someone is paid:

A “pay reference period” is a month, or in the case of a worker who is paid wages by reference to a period shorter 
than a month, that period.

The date a worker is paid is irrelevant. It is all to do with the period of time that is measured for that payday. For 
example:

A monthly-paid employee

Will often be paid from the first to the last working day of the month and this is their PRP. In April 2022, the PRP 
will be Friday 01 to Saturday 30 April. The fact that the employee might be paid on 25 April has no bearing on the 
PRP, which is still 01 to 30 April. 

A weekly-paid employee

Will have a PRP of a week. For example, someone that is paid on Friday 08 April 2022 may be paid in arrears for 
the week that commences Sunday 28 March and finishes Saturday 02 April 2022.

The fact the worker is paid after 01 April 2020 has no bearing on the PRP which started before 01 April 2022.

Yet!

Of course, there is absolutely nothing to say that an employer cannot make payment at the increased rate from 
01 April 2022 if they chose to. Indeed, commentators, announcements, newsletters and Webinars will say that the 
new statutory rates are effective 01 April 2022.

The purpose of this piece is to say that the employer is not breaching the Regulations if they apply the legislation 
as it is written and ensure that the new rates are effective from the start of the first full PRP that starts on or after 
01 April 2022.

http://www.legislation.gov.uk/uksi/2015/621/regulation/6/made


Traineeships and Apprenticeships
Apprenticeships
Point 2.57 announced that the UK Government will increase apprenticeships funding to £2.7 billion by 2024/25. 
Note that this announcement refers to apprenticeships under the English Standards regime. It further announced:

• A commitment to maintain co-investment at 95% for employers that do not pay the Apprenticeship Levy. 
This is where a non-Levy-paying employer is able to use the Standards regime, paying 5% with the UK 
Government paying 95%

• An ‘enhanced recruitment service’ by May 2022 that will help SMEs (Small and Medium-sized Enterprises) 
recruit apprentices

• Continue supporting ‘flexible apprenticeship training models’ that suit the needs of employers plus possible 
changes by April 2022 that will give ‘employers more choice over how the apprenticeship training is 
delivered’ and look at how support payments go directly to employers

• In regards to support payments, it is worth looking at the Education and Skills Funding Agency’s updated 
guidance about the £3,000 per apprentice incentive payments until the end of January 2022, however, that 
date is not new news 

• By October 2022, a new ‘return on investment tool’ will be available so that employers can see how 
apprentices benefit the employer.

Pensions
The Lifetime Allowance (LTA)
The Finance Act 2004 (as amended by the Finance Act 2016) required that the Lifetime Allowance (LTA) for 
pension saving is incremented annually by the value of the Consumer Price Index (CPI) in September. 

However, March 2021 Budget (point 2.67) confirmed that the LTA will be frozen at the 2020/21 level until April 
2026, i.e. £1,073,100. HMRC’s Policy Paper dated 03 March 2021 confirms the removal of the LTA link between CPI 
and increments for the next 5 fiscal years and, indeed, Finance Act 2021 legislated for this.

There is no requirement for the other pension allowances to be incremented, therefore, the above 
announcement and the OOTLAR confirms that the following will apply in 2022/23:

Pensions Allowances
2021/22 2022/23

£ £
Lifetime Allowance 1,073,100 1,073,100
Annual Allowance 40,000 40,000
Tapered Annual Allowance* 4,000 4,000
Money Purchase Annual Allowance 4,000 4,000

* Where ‘adjusted income’ is over £240,000 providing the ‘income threshold’ test is met. 

https://www.gov.uk/guidance/incentive-payments-for-hiring-a-new-apprentice#apply-for-the-hire-a-new-apprentice-payment
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/966868/BUDGET_2021_-_web.pdf
https://www.gov.uk/government/publications/setting-the-standard-lifetime-allowance-from-2021-to-2022-to-2025-to-2026/setting-the-standard-lifetime-allowance-from-2021-to-2022-to-2025-to-2026
https://www.legislation.gov.uk/ukpga/2021/26/section/28/enacted
https://www.gov.uk/government/publications/autumn-budget-2021-overview-of-tax-legislation-and-rates-ootlar/annex-a-rates-and-allowances


The Basic / New State Pension
The Conservative Manifesto in 2019 pledged to keep uprating the basic and new State Pension (bSP and nSP) in 
line with the Triple Lock. This means the increase will be the higher of:

• Earnings inflation

• Price inflation (as measured by September’s CPI), or

• 2.5%

However, on 07 September 2021 (the same day as the announcement of the Health and Social Care Levy), 
Secretary of State Thérèse Coffey announced the introduction of The Social Security (Up-rating of Benefits) Bill 
2021. This is a piece of Great British legislation that amends The Social Security Administration Act 1992, so 
expect similar in Northern Ireland to be contained in The Social Security Benefits Up-rating Order (Northern 
Ireland) 2022).

The effect of this legislation is that, for the review due for tax year 2022/23, the requirement to look at the level of 
earnings inflation is omitted and, instead, the increase will look at:

• Price inflation or

• 2.5%

So, simply, the ‘Double Lock’ guarantee means that the bSP and nSP will increase from the first Monday in the tax 
year 2022/23 by the higher of:

• 3.1% (CPI September 2021) or

• 2.5% 

The Additional State Pension
Of course, the bSP is incremented by the Additional State Pension (ASP) which does not apply to the nSP. The ASP 
is not incremented in line with the Triple (or Double) Lock and will be increased by the value of CPI inflation as of 
September 2021 (3.1%). 

Pensions Tax Relief
There are two methods of giving tax relief on pension contributions depending on the pension scheme and 
payroll set-up:

1. Net Pay Arrangements – where an individual receives tax relief when pension contributions are taken out of 
their pay by their employer before tax is calculated, or 

2. Relief at Source – where the pension scheme claims tax relief at the relevant basic rate from HM Revenue & 
Customs (HMRC) because individuals make pension contributions out of their earnings after tax has been 
calculated (individuals who pay tax at rates higher than the basic rate can claim any extra relief directly from 
HMRC)

The issue is where a low earner who is not paying tax does not actually get any tax relief when they are in a NPA 
arrangement. If the earner was in a RAS scheme, tax relief would automatically apply, regardless of the fact that 
there is no tax liability.

Point 5.34 says that from 2025/26, the UK Government will introduce a system to make top-up payments in 
respect of contributions made in 2024/25 onwards. These top-up payments will be made directly to the low-
earning individuals when they are in a NPA pension scheme.

https://assets-global.website-files.com/5da42e2cae7ebd3f8bde353c/5dda924905da587992a064ba_Conservative 2019 Manifesto.pdf
https://bills.parliament.uk/bills/3042


Alongside the Budget a Call for Evidence Response was published, this being a response to a Call for Evidence 
issued in July 2020. This suggests that the reason for the delay until 2025/26 is that HMRC will have to make 
significant IT system changes. In HMRC’s Pension Schemes Newsletter 134 published on 29 October 2021, point 
1.1 says:

We’re currently developing and changing our systems and expect the first payments will be made towards the end of the 
2025 to 2026 tax year.

So, these top-up payments will be effective from the start of tax year 2024/25 (06 April 2024) but will not actually 
be made until ‘towards the end’ of the following tax year.

We can only hope that HMRC’s requirement for considerable development time is, perhaps, reflected in the 
development and testing lead-in time that they allow software developers. For example, the Health and Social 
Care Levy was announced on 07 September 2021 with a payroll system requirement for this to be effective for 
paydays on and after 06 April 2023. 

Increasing Normal Minimum Pension Age
Budget 2014 announced radical pension reforms, introducing flexibility on when pension savings could normally 
be accessed for individuals aged 55 (‘the Normal Minimum Pension Age’ or NMPA). These flexibilities applied from 
April 2015.

The NMPA will be linked to the State Pension age (SPA), though separated by 10 years.

Although not part of the Budget, an HMRC Policy Paper says that legislation will be introduced to increase the 
NMPA to 57 from April 2028. The Finance Bill, when enacted, contains the legislation to amend the Finance Act 
2004 which contains the normal minimum pension age.

Benefits-in-Kind
Van, Car and Van Fuel Benefits
Point 5.53 advises that these increase by the value of CPI. However, this inflationary increase is not new news 
and is per the Van Benefit and Car and Van Fuel Benefit Order 2021 laid on 09 March 2021 and the Written 
Statement from Jesse Norman, Financial Secretary to the Treasury, on 02 March 2021. 

The 2022 Order will set the following values, as confirmed in HMRC’s Policy Paper:

Fuel Benefit

With a comparison to the multiplier that applies in 2021/22:

Charge 2021/22 2022/23
£ £

Car fuel benefit charge multiplier 24,600 25,300

Van and Van Fuel Benefit

With a comparison to those that apply in 2021/22:

Charge 2021/22 2022/23
£ £

Van benefit charge 3,500 3,600
Van fuel benefit charge 669 688

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1028578/FINAL_Pensions_tax_relief_administration_call_for_evidence_response.pdf
https://www.gov.uk/government/publications/pension-schemes-newsletter-134-october-2021/pension-schemes-newsletter-134-october-2021
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/293759/37630_Budget_2014_Web_Accessible.pdf
https://www.gov.uk/government/publications/increasing-normal-minimum-pension-age/increasing-normal-minimum-pension-age


Employers and fleet managers should also note point 2.108 of the Red Book that says additional funding has 
been allocated to support the UK Government’s commitment of ending the sale of new petrol and diesel cars 
and vans in 2030. 

Car Benefit Appropriate Percentages
In the 2017, the UK Government announced that it would replace the system for measuring car emissions for 
the purposes of calculating company car tax. The Worldwide Harmonised Light Vehicle Test Procedure (WLTP) 
replaced the New European Driving Cycle (NEDC). For the tax years 2020/21 and 21/22, the move to WLTP from 
NEDC created two company car tax regimes from April 2020:

1. For cars registered before 06 April 2020 (using CO2 emissions measured under NEDC)

2. For cars registered on or after 06 April 2020 (using CO2 emissions measured under WLTP)

This meant different reporting for employers; however, the company car Benefit-in-Kind tax rates realign in tax 
year 2022/23.

The OOTLAR confirms that the following appropriate percentages will apply in tax year 2022/23, regardless of the 
car’s date of registration, as long as this is on or after 01 January 1998:

CO2 emissions (g/km) Electric Range Appropriate 
Percentage (%)

0 N/A 2
1 – 50 >130 2
1 – 50 70 – 129 5

1 – 50 40 – 69 8

1 – 50 30 – 39 12

1 – 50 <30 14

51 – 54 15

55 - 59 16

60 – 64 17

65 – 69 18

70 – 74 19

75 – 79 20

80 – 84 21

85 – 89 22

90 – 94 23

95 – 99 24

100 – 104 25

105 – 109 26

110 – 114 27

115 – 119 28

120 – 124 29

125 – 129 30

130 – 134 31

135 – 139 32

140 – 144 33

145 – 149 34

150 – 154 35

155 – 159 36

160 and over 37

https://www.gov.uk/government/publications/autumn-budget-2021-overview-of-tax-legislation-and-rates-ootlar/annex-a-rates-and-allowances


Essentially, the appropriate percentages that applied to vehicles first registered before 06 April 2020 (measured 
under NEDC) are frozen at their 2020-21 levels. This is with the exception of the 0g / km band which increases by 
1%. For cars measured under WLTP in 2020/21 and 2021/22, these increase by 1 percentage point.

For all cars, drivers must add 4% to their appropriate percentage if the car is propelled solely by diesel (up to a 
maximum of 37%). Cars that meet the Real Driving Emissions Step 2 (RDE2) standard are exempt from the diesel 
supplement.

Other
Universal Credit Taper
The rabbit out of the hat was the reduction in the Universal Credit (UC) taper from the current 63%. This applies 
when every £1 earned over the ‘Work Allowance’ threshold is reduced by 63p. ‘To make sure work pays’ the 
taper will reduce by 8% (8p in the £1) to 55% by 01 December 2021. This means that for every £1 earned over the 
threshold, the UC will reduce by 55p rather than 63p.

The Chancellor called the taper ‘a tax on working people’, something it has never been called before.

Points 3.14 and 5.6 talk about the reduction to the taper and how legislation will increase the Work Allowance by 
£500 for ‘households with children or a household member with limited capability for work’.

Point 4.101 is interesting as it says that the outcome of the Spending Review ‘supports the government’s plan to 
complete the rollout of UC by March 2025’. This seems to have been rolling out for years and years!
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