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What do I need to consider if my income is
going to be over £100,000 in the 2021/22
tax year?
If your income in the tax year exceeds £100,000 you will be
subject to what is known as the ‘abatement of the personal
allowance’. This is where the personal allowance, (the
amount you earn before paying tax) which is £12,570 for
tax year 2021/22, will be reduced by £1 for every £2 earned
over £100,000.
So as an example, an individual earns £110,000, will see
their personal allowance reduced by £5,000 from £12,570
to £7,570.
If an individual has begun to earn at a rate which will push
their income into this bracket, then there is likely to be tax
underpaid for the year. If an individual earns over £100,000
they are then obligated to complete a Self Assessment tax
return.
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My income (or my household partner’s
income) is over £50,000 and we receive
child benefit into our household, what do I
need to consider?
If you (or your household partner) earn over £50,000
individually and one of you claim child benefit you will be
subject to the High Income Child Benefit (HICB) charge.
This charge is calculated as a 1% charge of the child benefit
received for every £100 that your income exceeds £50,000.
This means that once you or your partner’s income reaches
£60,000 the full amount of child benefit will be clawed back
by HMRC.

Why is the tax I owe not deducted from my
salary?
The collection of tax is determined by the tax code HMRC
send to your employer. For the majority of individuals, the tax
code will ensure that tax is deducted in line with what they
owe. For those individuals with more varied or complex tax
affairs then there is likely to be tax underpaid for the year.
It is common that this additional tax due is paid via a Self
Assessment tax return, rather than deducted via salary. In
most instances these individuals will have a legal obligation
to complete a Self Assessment tax return.
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Can I mitigate any additional tax that may
be due by paying into a pension scheme?
Making contributions into a pension scheme is an effective
way to gain tax relief and reduce the impact of both the
personal allowance abatement and the High Income Child
Benefit Charge.
As an example, an individual who has income of £110,000,
and is due to lose £5,000 of their personal allowance, could
make a personal pension contribution of £10,000, meaning
they would not lose any of their personal allowance. These
pension contributions can be made personally, directly into
a SIPP (self-invested personal pension).
There are limits on the amount of pension contributions
which you can make so you may need to take external
financial advice on calculating both your estimated tax
liability for the year and the optimum pension contributions
required based on your personal circumstances.
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If you or your household partner do earn over £50,000 and
your household is receiving child benefit you are obligated to
complete a Self Assessment tax return. This tax charge will
be calculated when completing the return.
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Do I need to submit a Self Assessment tax
return?
There can be a number of reasons why you may need
to complete and submit a Self Assessment tax return.
HMRC provide a useful online questionnaire which can be
accessed here.
For Umbrella contractors the most common reasons are:
•
•

•
•

Their gross income from all sources exceeds £100,000
Their gross income from all sources exceeds £50,000
individually and their household is in receipt of child
benefit
They have other income sources from which the right (or
any) tax has not been collected
They have other allowances or reliefs to make a claim
for

If you do need to do a tax return it is important to ensure this
is done correctly and on time, otherwise HMRC will issue you
with penalties which can be thousands of pounds.

So I need to submit a Self Assessment tax
return, what now?
Submitting a tax return is the responsibility of an individual
and not an employer. The Self Assessment tax return is
designed to bring together all your financial information and
circumstances from all sources including, but not limited to,
your Umbrella employment.
PayStream have an in house, dedicated Personal Tax
Advisory team who would be more than happy to assist
you in preparing and submitting your return to HMRC. And
as a valued customer of PayStream’s My Max service we’re
offering you a discounted rate if you sign up to our Self
Assessment tax return service.
You can sign up here, or request further information from
our tax team by emailing tax@paystream.co.uk.

Back to top

Back to top

Self Assessment tax return | FAQs
(02.22)

Page 4

