
There is an urban myth that students are exempt from all tax, but it is only Council Tax that full-time students are 
exempt from paying and even then there are still certain situations where you may still be liable!  The majority of 
students will not pay tax because they may not earn enough income to do so.  But if you have a number of income 
streams, make sure you know where you stand with tax and what the thresholds are, so you don’t get in trouble with 
the tax man.

Do I need to worry about tax?
No one needs to worry about tax, you just need to be aware of the rules, and students like anyone else earning an 
income are subject to tax deductions if they earn over certain thresholds: https://www.gov.uk/income-tax-rates  

Income Tax
Income Tax is a deduction from your wages which is paid to the Treasury who will then use your contributions to fund 
government, public services or invest in infrastructure etc.

• In 22/23 the standard tax-free personal allowance is £12,570 – this is the amount you can earn before paying 
income tax.

• If you earn between £12,571 and £50,270, you will be taxed 20% of all earnings above the minimum threshold.

National Insurance
Income Tax isn’t the only deduction from your wages, anyone earning over £12,570 are also subject to National 
Insurance contributions until pension age.  

• 12% on everything earned between £242 - £967;
• A further 2% more for anything over £967

What about Council Tax?
Students are largely exempt from paying council tax unless they own the property.  You will need to follow the process 
outlined by your council for requesting an exemption (this is usually on their website), and provide a copy of your 
Confirmation of Study letter as evidence of your student status. You can download this from Student Records.

Are my savings tax free?
If you have savings, there are certain allowances for an income earned through interest before paying tax, this will vary 
depending on the type of savings or investment you have: https://www.gov.uk/apply-tax-free-interest-on-savings

What about my student funding?
You do not pay tax on student loans, these are a finance arrangement for which you are charged interest.  In general, 
students do not pay tax on any scholarships, which includes your stipend for living costs but do check the details of 
your award.  
University bursaries and educational grants are not taxable but might be included as income for applications for 
welfare benefits. 
It is worth noting that only your parent or partners taxable income counts as income when you are applying for 
student finance, so make sure that they check carefully the information they submit, that it is full and accurate, so you 
are not missing out on essential funding for your studies.

How do I pay tax?
Legitimate employers use the Pay As You Earn (PAYE) system, which deducts both National Insurance Contributions 
and Income tax from your total earnings before you are paid. This is done according to your tax code, which 
represents the amount of tax you should be paying, the code usually states your annual allowance followed by a letter.

Ensure that you keep an eye on your payslip in case you end up paying too much tax.
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What happens if I am owed a tax refund?
When starting a new job, you are usually asked to provide a copy of your P45 (a certificate from your last employer 
which provides the details of your tax code). If you do not send this to your new employer, they may give you an 
emergency tax code and therefore you end up paying more tax than you should. 

You can check your correct tax code online: https://www.gov.uk/check-income-tax-current-year

Often students who are juggling more than one part-time job at once or who only work during holidays end up 
overpaying tax.  The HM Revenue and Customs (HMRC) may send you a P800 calculation if they think you are due a 
refund and will explain how to claim this.

However, there is no guarantee that the HMRC will contact you and if you think you’ve paid too much tax e.g. due to 
having the wrong tax code, so you should contact the HMRC immediately if you believe that you have paid too much 
tax. Refunds are usually issued in your next payment.  https://www.gov.uk/claim-tax-refund

Please note that you have four years from the end of the tax year in which the overpayment occurred to claim a 
refund.

Interest Rates
Interest rates are rising, with some expecting them to rise to around 5% in 2023. We have put together a few tips to 
help you deal with rising interest rates:

1. Refinancing high-interest debt before interest rates rise even more.  Make sure to shop around and pay careful 
attention to the terms and conditions so you are not paying more in the longer terms.  Sites like the Money Saving 
Expert and apps like Snoop can help you find options without a credit search.

2. Put money in the bank! Increased saving rates lead to a higher return on cash in the bank.

3. Search for banks offering higher interest on their saver accounts. For example, one bank may offer 1.8% but 
another may offer 2.5%.

4. Lastly, avoid going into debt. High interest rates increase the cost of borrowing; therefore, you should do 
everything possible to avoid this. Please do reach out to King’s Money & Housing Advice Service or other local 
support services in your community should you find yourself in this situation.  There are a number of hardship 
funds at King’s and specialist advisors who can help you to get your budget under control.  They are helpful, 
friendly and non-judgemental, and understand that this is a particularly difficult time for everyone, especially 
students.

Want to know more?

Sign up with Blackbullion and complete their pathways on earnings: 
https://www.blackbullion.com/library/categories/earning

Understand how tax works and calculate your tax bill using the helpful online tool:
https://www.moneysavingexpert.com/banking/tax-rates/

The Money Charity guide to tax: 
https://themoneycharity.org.uk/advice-information/income-tax/

Save the Students  - 7 things every student should know about tax, including what to avoid!
https://www.savethestudent.org/student-jobs/6-student-tax-facts-you-need-to-know.html

And don’t forget to follow us on Social Media where we share our hints and tips on this and many other money topics:
Instagram: instagram.com/kingsmoneymentors


