R J FRANCIS & Co

EXTRA TAX

CONSIDERATIONS

Tax liability is not determined by your salary or business

income alone. Several other circumstances can influence how
much tax you pay. This factsheet outlines three common
factors that may affect your overall tax position:

1.High Income Child Benefit Charge (HICBC)
2.Student Loan Repayments
3.Transfer of Marriage Allowance

Understanding how these apply to your situation can help
you stay informed, plan ahead, and avoid unexpected tax
liabilities.

1. HIGH INCOME CHILD BENEFIT CHARGE

The HICBC is an additional tax that applies to individuals who receive Child
Benefit (or whose partner does) and whose income exceeds a specific threshold.
It effectively reduces or eliminates the benefit for higher earners.

WHO IS AFFECTED?

You may be liable for the charge if:

e You or your partner receive Child Benefit, and
e Either of you has an individual taxable income over £60,000 per year
(2024/2025 and 2025/2026 tax years).

This applies even if you are not the one receiving Child Benefit, as long as your
income is over the threshold and you live with a partner who receives it.
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HOW IS THE CHARGE CALCULATED?

If your income is between £60,000 and £80,000, the charge is
1% of the Child Benefit received for every £200 over £60,000.

If your income is £80,000 or more, the charge is
100% of the Child Benefit received, effectively cancelling out the benefit.

Examples calculations

Income of £65,000 Income of £77,500

Income above £60,000 = £5,000 Income above £60,000 = £17,500
£5,000 + £200 = 25 £17,500 + £200 = 87.5

Charge = 25% of the child benefit Charge = 87.5% of the child benefit

HOW TO PAY THE CHARGE

The charge must be declared on a Self Assessment tax return.
If you are employed, it will not be deducted automatically through PAYE.
You must complete a Self Assessment and pay the tax owed separately.

OPTIONS FOR MANAGING OR AVOIDING THE CHARGE

o Opting out of Child Benefit: If you don’t want to deal with HICBC, you can opt out of
receiving Child Benefit.

e Reducing taxable income: If you can reduce your taxable income below the threshold
(e.g., through pension contributions or salary sacrifice schemes) you may reduce or
eliminate the charge.

o Splitting income between partners: In some cases, restructuring income between
partners may help keep the higher earner below £60,000.

KEY CONSIDERATIONS

 If your income fluctuates (e.g., through bonuses or self-employment), you should check
each year if you are liable.

e The charge is calculated based on individual income, not household income, meaning a
couple earning £59,000 each would not be affected, but a single-earner household with
£70,000 would be fully charged.

o Even if you opt out of receiving Child Benefit payments, you should still register for it if
you have young children to protect your National Insurance record and ensure eligibility
for State Pension and other benefits.



2. STUDENT LOAN REPAYMENTS

Student loan repayments are not a tax, but they function like one because they are
deducted from your salary based on your income level. Repayments can reduce your
take-home pay and influence your financial planning.

TYPES OF STUDENT LOAN PLANS & REPAYMENT THRESHOLDS

The UK has multiple student loan repayment plans, each with different
income thresholds and repayment rates:

. Repayment Threshold
Plan Type Applies to Repayment Rate
yp PP (2025/2026) pay
- [0) i
Plan 1 Pre-2012 £26,065 per year 9% of income above
undergraduate loans threshold
- [0) H
Plan 2 Post-2012 £28,470 per year 9% of income above
undergraduate loans threshold
0 .
Plan 4 Scottish student loans £32,745 per year 9% of income above
threshold
- [0) i
Plan 5 Post-August 2023 £25,000 per year 9% of income above
undergraduate loans threshold
Postgraduate Postgraduate loans £21,000 per year 6% of income above
threshold

If you earn below the threshold, you do not have to make repayments. Once your income
exceeds the threshold, repayments are automatically deducted through PAYE for
employees. Self-employed individuals must include repayments in their Self Assessment
tax return.

Examples calculations

Plan 2 earning £30,000 Postgraduate earning £25,000
Income above £28,470 = £1,530 Income above £21,000 = £4,000
£1,530 x 9% = £137.70 per year £4,000 x 6% = £240 per year
£137.70 =12 = £11.48 per month £240.00 + 12 = £20 per month
KEY CONSIDERATIONS

Impact on Net Income: Student loan repayments reduce your disposable income, which
may affect your tax planning and eligibility for certain benefits.

Voluntary Overpayments: You can make extra payments, but loans are written off after 30
years (Plan 2) or 25 years (Plan 1), so overpaying is not always beneficial.

Multiple Loans: If you have both an undergraduate and a postgraduate loan, repayments
will be deducted separately, potentially reducing take-home pay further.
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3. THE TRANSFER OF
MARRIAGE ALLOWANCE

Marriage Allowance is a tax relief that allows a lower-earning

spouse or civil partner to transfer a portion of their unused
\ Personal Allowance to their higher-earning partner.

% s=x=..  This can reduce the couple’s overall tax liability, making it a

useful tax-saving measure for eligible couples.

WHO IS ELIGIBLE?

To qualify for the Marriage Allowance transfer, the following

T

conditions must be met:

e The couple must be married or in a civil partnership.

e The lower-earning partner must have an income below the Personal Allowance
(£12,570 for the 2025/26 tax year).

e The higher-earning partner must be a basic rate taxpayer, earning between
£12,571 and £50,270 (£43,662 in Scotland). If the higher earner is taxed at the
higher or additional rate, they are not eligible for the allowance.

HOW MUCH CAN BE TRANSFERRED?

For the 2025/26 tax year:
 The lower-earning partner can transfer £1,260 of their Personal Allowance.
e This reduces the higher-earning partner’s taxable income by £1,260, resultingg
in a tax saving of up to £252 (as basic rate tax is 20%). :

If your income is between £11,310 and £12,570, you’re using some of your Personal
Allowance already. In this case:

e You can still transfer £1,260, but
e Doing so may push your taxable income over the threshold, meaning you could
end up paying some income tax yourself.

HMRC suggests doing a benefit check if your earnings are in that range, to make
sure the transfer is actually worthwhile overall.




KEY CONSIDERATIONS

This tax relief benefits couples where one partner has low or no income, such
as stay-at-home parents or part-time workers.
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If income levels change significantly, couples should review their eligibility to
ensure they continue to benefit.

While the Marriage Allowance provides tax savings, it differs from the Married
Couple’s Allowance, which is a separate tax relief available only to couples
where one partner was born before 6 April 1935.

HOW TO APPLY

Applications can be made online via HMRC’s website or by calling HMRC
directly.

The allowance is automatically renewed each year unless you inform HMRC of
any changes, such as separation or changes in income that affect eligibility.

If you were eligible in previous years but did not claim, you can backdate claims
for up to four years, potentially receiving a refund of over £1,000.

CAN WE HELP?

If you need advice and guidance on how RJ Francis & Co
these guidelines apply to you, please do @ 01432 266630
contact us. @ admin@rjfrancis.co.uk

Please note, this fact sheet is for general guidance only and does not constitute tax or financial advice.

Figures are correct at the time of writing. Rules and regulations may change, and individual circumstances
vary. Please seek professional advice before making decisions based on this information.




