
 

 

                                                                                

 

INCOME TAX 

What is Income Tax? 

Income Tax        x  h r    b   h    v r          h              r   

I ’          h       w    p b      rv    —  k   h  N S,          ,  r   p r  

    p b          — r             h      

Y     p       p   I      T x              h     

• Earnings from employment 

• Profits if you’re self-employed 

• Most pensions (     ,    p   ,     p r     ) 

• Rental income (w  h       x  p     ) 

• Benefits you get from your job 

• Interest or dividends  b v    r         w      

N   all             x b  —       p    r    x  r  ,   k   

• Th    r   £1,000           p         r pr p r          

( r      pr p r       w    ) 

• ISA     r    

• Pr      b    w    

• S          b        

How Income Tax works (UK) 

Th            pr  r    v    x       —     r    p r            r         r  

  x           r    r      

A       r  P r      A   w     (  rr      £12,570)  pp     b   r         r  

p        x  

Ab v   h       w    ,   x b      pp  ,    h     

• 20% b     r    

• 40% h  h r r    

• 45%            r    

 MRC          I      T x         hr   h  

• PAYE (Pay As You Earn)   r   p           p       r   p      

• Self Assessment       ’r         p       r h v    h r   x b   

       



 

 

                                                                                

 

Why Income Tax exists? 

I      T x            h    ’    r     r v        r   ,     r b      

                                    rv           v r       p r        I  

2024 25,  MRC                    x    b         £303b , r pr         

 r     35%            x r v      

 

Illustration Income Tax Calculation 

Income Tax Calculation (Salary: £50,000) 

Step 1: Personal Allowance 

• F r   £12,570   x  r   

• R           x b           

£50,000 − £12,570 = £37,430 

Step 2: Income Tax Bands (England 2025/26 rules) 

Y  r   x b          (£37,430)           r    w  h    h  b     r    b    

(20%), b        h  h  h r r         ’  b           £50,271  

Estimated Income tax: 20% × £37,430 = £7,486 

 

National Insurance (Class 1 Employee NI) 

NI     h r       weekly or monthly earnings, b   w                         

Current NI thresholds & rates 

• £0 – £12,570  0% 

• £12,571 – £50,270  8% (     r   ) 

• Ab v  £50,270  2% 

• Since your salary is £50,000, it falls entirely within the 8% band 

above the threshold 

Taxable NI earnings: 

£50,000 − £12,570 = £37,430 

• Estimated NI and due: 

8% × £37,430 = £2,994.40 



 

 

                                                                                

 

Estimated Take-Home pay: £50,000 − £10,480.40 = £39,519.60 per 

year 

≈ £3,293 per month 

Pension Contribution (Employee 5%) 

P           r b       

5%    £50,000 = £2,500 p r    r,  h        k   before tax, wh  h r       

   r   x b           

 p      I      T x C            

Taxable income after pension; £50,000 − £2,500 = £47,500 

Personal Allowance: £12,570   x  r   

Income taxable: £47,500 − £12,570 = £34,930 

Income Tax (20% rate): 20% × £34,930 = £6,986 

New Income Tax: £6,986     w  h    P           r b      pr v          

£7,486) 

Total deductions summary: 

Deductions Amount 

I      T x £6,986 

 

N        I   r     
 

£2,994 40 
 

P       C   r b      
 

£2,500 
 

T     

 

£12,480 40 

 

Updated Take-home pay £50,000 − £12,480.40 = 

£37,519.60 per year 
≈ £3,127 per month 

 

 

Student Loan 

Which student loan plan are you on? 

I   h    ,                r  r p         r        p           h  p       'r  

          Th         p      r   

Plan 1 



 

 

                                                                                

 

R p   9%            v r £22,015 

Plan 2 

R p   9%            v r £27,295 

Plan 4 (Scotland) 

R p   9%            v r £27,660 

Postgraduate Loan (PGL) 

R p   6%            v r £21,000 

(This is often in addition to Plan 1 or 2 if you have both.) 

Let’s assume that: Student Loan (Plan 2) Calculation 

Plan 2 Threshold 

Y   r p   9% of income over £27,295  

Your applicable income 

£50,000 − £27,295 = £22,705 

Repayment amount 

9% × £22,705 = £2,043.45 per year 

Student loan repayment: £2,043.4 

Updated take-home pay 

Deductions Amount 

Income Tax £6,986 

 

National Insurance 

 

£2,994 40 

 

Pension Contribution 

 

£2,500 

 

Student loan (Plan 2) £2,043 45 
 

Total 

 

£14,523.85 

 



 

 

                                                                                

 

Updated Take-home pay £50,000 − £14,523.85 = 

£35,476.15 per year 

≈ £2,956 per month 

 

 

Benefits in kind 

How benefits in kind will change this: 

M            I   (    , pr v           ,    p      r,    , h    h 

  r      )  r    x b     r                       bj         p      NI;    r 

  p    r p    C     1A NI     h    I  p  r      r  ,  I    r     h r 

p  r      (  x             r     h     r)  r r p r         P11D (  x 

r   v r   v      r     )  E  h r w  ,  h          x     p     r  h     r    

 h         

Th    x        (  r    ) 

      =    r          x b    I  v     (“   h  q  v     ”)  

• Y         h v  £2,770    h   r             h  b     r    b    (£37,700 

− £34,930)  

• S   h    r   £2,770           x      20% (=  p    £554  x r    x)  

• A      b v  £2,770      x      40%  

(Bands/allowance per 2025/26)  

NI                    p    

• E p      NI             h      b        I  ( h  ’r  C     1A   r  h  

  p    r,     C     1   r    )   

• S            (P    2)  p  r                r  b        NI  b   p    

T p      I   (  r,        ,     )           r        r      r p         

(S       h v   h r   h     rr  C     1 NIC w     b   x  p      ) 

Note: 

Th  £2,770     h  r         p r        r b     r      x b    (20%)     r 

   r p                 h   r          r   x b           

I          r       r    h              x   r    r    r 2025 26, wh r   

• Th  b     r    b    r     r   £12,571    £50,270 

→   z     b     r    b    = £37,700 

 

I     r      w                r   x b              r p        



 

 

                                                                                

 

• S   r   £50,000 

•      p       (5%)  £2,500 

•      P r      A   w      £12,570 

• T x b          = £34,930 

N w    p r   h       h    x             h       b    x      20%  

•       r          = £37,700 

• Y  r   x b          = £34,930 

D    r     → 

£37,700 − £34,930 = £2,770 

 

E  ! 

 

 

 


