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Paying Income Tax and National Insurance while you are a Student
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Are you working while you study?
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If the answer is yes then you will be paying Income Tax and National Insurance contributions if you earn over a certain amount.  This applies to all students: International, EU and UK students.

If you work for an employer during the term-time, any Income Tax and National Insurance will be automatically deducted from your wages before you receive them.  This is known as Pay As You Earn (PAYE).
How much Income Tax and National Insurance will I have to pay?

Everybody can earn a certain amount of money before they have to start paying Income Tax; this is called a Personnel Allowance.  In 2011-12 the Personal Allowance is £7,475.  Once you have earned over this, Income Tax is 20% of your earnings. You can earn up to £139 a week (2011-12) before you pay any National Insurance contributions.
What happens if I work during the holidays?
If you are a full-time student working in the holidays, you may not need to pay tax through PAYE.  You will still have to pay National Insurance if you earn over the threshold.  You can ask your employer for a form P38(S) if all the following apply:

· You are a full-time student in the UK only working in the holidays.

· You are returning to full-time education after the holiday.

· Your total income for the year is below the personal allowance
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If you are a UK student but work abroad during the holidays, for tax purposes, you'll still count as a UK resident for that tax year. You will be liable for UK tax on anything you earn abroad above the personal allowance.

However, if your overseas employer also taxes you, and you aren't able to claim tax back directly from the foreign authorities, you'll probably be able to claim a deduction or credit in the UK.

Ask your Tax Office for details if this applies to you.
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When you leave a job where Income Tax and National Insurance has been deducted through PAYE, your employer will give you a P45. You will need to keep this safe and give it to your next employer to ensure you don’t pay too much Income Tax.
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If you think you’ve paid too much in previous financial years then you can claim a refund up to 31st January 5 years after the end of the tax year (5th April). You will need to write to your local tax office.  You will need to include relevant documents such as you P60, P45 and wage slips.
To claim a tax refund you will need to fill in a form P50 which you can download at www.hmrc.gov.uk/pdfs/p50.pdf Send your completed form to HMRC, Government Buildings, Ty-glas, Llanishen, Cardiff, CF14 5YA.

 
All this information has been obtained from the following government website:  http://www.direct.gov.uk  Please go to this website for further information.

This leaflet is available in alternative formats.
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