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1. Background 
 

As part of the government’s work to ‘level up’ and boost economic activity 
across the UK, they aim to create up to 11 Freeports in locations across the 

UK.  Freeports will have different customs rules than the rest of the country 
and will be innovative hubs, boost global trade, attract inward investment and 
increase productivity.  In doing so, the government wants Freeports to 
generate employment opportunities to the benefit of some of our most 

deprived communities around the UK. 
 
The government has announced that Employer National Insurance 
Contributions (NICs) is to be included in the wider Freeports initiative and a 

reduction in the rate of employer NIC’s will be applied for all Freeport based 
businesses i.e., employers located within a prescribed geographic area and 
only for employees who are working in that area. This change in rate would 
see all employers based within and employing people working within the 

Freeport geographic area, apply a zero-secondary rate of employer NICs for 
such employees’ earnings above the secondary threshold up to and including 
a new Freeport Upper Secondary Threshold (FUST). Balance of earnings 
above FUST would be charged at 13.8%. 

 
The calculation of primary Class 1 NICs is unaffected.  
 
This relief will be available from 6 April 2022.   

 
 
2. Eligibility 
 

2.1. Employers based in Great Britain 
 

For an employer to be eligible they must have physical premises in the 
Freeport tax site.  

The employee must be a new hire after April 2022 and cannot have worked 
for that employer (or connected to the employer) in the previous 24 months. 
The employee must spend 60% of their working time in the Freeport tax site.   
There is no limit on the number of employees an employer can claim for. 

 
Eligibility to claim will expire 36 months from the employee’s start date of their 
employment. 
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Employers will self-assess eligibility for the relief using available guidance 
from HMRC. 
 

2.2. Employers based in Northern Ireland 
 
Details supporting Freeport employers based in Northern Ireland will be 
released as soon as it’s available. 

 
 
3. Delivery and new NIC Category Letters 
 

The relief will be delivered by introducing four new Freeport NIC category 
letters:  

• F - (standard category letter),  

• I - (married women & widows entitled to pay reduced NICs),  

• S - (employees over the state pension age)  

• L - (employees who can defer paying 12% NICs and pay only 2% because they 
are already paying it in another job). 

These new category letters mirror existing NIC category letters A, B, C and J. 

If an Employer has an employee for which they would use a different NIC 

category letter (e.g., Mariners), they will be able to contact HMRC at the end 

of the tax year and a manual process will be in place to enable the relief to be 

claimed. However, it is envisaged that such cases would be negligible, due to 

the eligibility criteria. 

 
 
4. Appendices 
 

In the appendices we have included diagrams to demonstrate how the NIC 
calculation works for each of the new Freeport NIC Category letters. 
Employers and employees will pay Class 1 National Insurance depending on 
how much the employee earns. This is calculated at the associated rate 

between each of the appropriate thresholds. 
 
The diagrams include: 
 

• expected annual Primary Employee NICs rates based on tax year 2021-22 

• expected annual Secondary Employer NICs rates based on tax year 2021-22 
• existing annual thresholds (Upper Earnings Limit (UEL), Upper Secondary 

Threshold (UST) and Apprentice Upper Secondary Threshold (AUST)) based 
on tax year 2021-22 

• expected tax year 2022-23 Freeports Upper Secondary Threshold (FUST) of 
£25,000 

• expected tax year 2022-23 Veterans Upper Secondary Threshold (VUST) of 
£50,270 (separate comms to be issued specific to this) 

 

4.1. NIC Category Letter Calculation Diagrams 
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4.2 Freeports NIC Category ‘F’ - (standard rate for employees 
eligible for Freeports Employer NICs Relief) 

4.3 Freeports NIC Category ‘I’- (married women and widows entitled 
to pay reduced National Insurance) 

4.4 Freeports NIC Category ‘S’ - (employees over the state pension 
age) 

4.5 Freeports NIC Category ‘L’ - (employees who can defer National 
Insurance because they’re already paying it in another job) 
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