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Update

The income tax charge for individuals with taxable income 

exceeding £50,000 per year where they, or their partner, receive 

child benefit was introduced with effect from 7 January 2013. 

Where this factsheet refers to couples and partners, the rules 

apply equally to single parents.

Key points:

• You will not be affected if neither you nor your partner have 

income of more than £50,000.

• You will not be affected if neither you nor your partner 

receives child benefit.

• In many cases it will be simpler (and in some cases cheaper) to 

avoid the charge by electing not to receive the child benefit. 

• Care must be taken to preserve entitlement to benefits that 

depend on the individual’s national insurance contributions 

record, such as state retirement pension.

The basic rules
From 7 January 2013 an income tax charge applies which is 

aimed at reducing or removing the financial benefit of receiving 

child benefit (or of having a partner who receives child benefit) 

for individuals with a taxable income of more than £50,000  

a year. 

An individual with an income of £50,000 or less a year, where 

their partner also has an income of £50,000 or less a year, will 

continue to receive the full child benefit allowance. For the 

purposes of this income tax charge, ‘partners’ means spouses or 

civil partners (provided they are not separated by a court order 

or separated in circumstances where the separation is likely to 

be permanent), or two people living together as if they were 

spouses or civil partners. 

Where an individual has income between £50,000 and £60,000 

the income tax charge is a proportion of the child benefit 

received. Where both partners have income of more than 

£50,000 the charge will be on the partner with the higher 

income. The charge is 1% of the amount received for every 

High income child benefit tax charge

£100 of income that exceeds £50,000. The couple will 

effectively be receiving partial child benefit as part of the benefit 

will be recovered via the income tax charge. The charge will be 

collected either through the individual’s self-assessment tax 

return or through their PAYE tax code. 

Where the partner liable to the charge has income over £60,000 

a year, the tax charge has the effect of clawing back the full 

child benefit allowance. 

Contentious areas
The introduction of this income tax charge has been contentious 

for a number of reasons. One of the main concerns is that the 

charge does not take into account the combined income of 

partners. For example, a household where two people each 

have income of £50,000 (a combined household income of 

£100,000) will continue to receive the full child benefit but a 

household with one person receiving income of £60,000 will 

receive no child benefit. 

The income tax charge also means that in many situations 

HMRC will be levying the income tax charge on one partner 

even though the child benefit is being received by the other 

partner, going against the general principle of the independent 

taxation of individuals.

Marginal rates of tax
Another effect of the charge is that there are increasing 

marginal rates of tax for individuals with income between 

£50,000 and £60,000. For every £100 of income over £50,000, 

the individual will pay a charge of 1% of the child benefit 

received either by themselves or their partner. For a family with 

two children an extra £100 of income results in a tax charge of 

£17.52. Once income tax of 40% and national insurance 

contributions of 2% have been taken into account, this extra 

£100 of income incurs a total tax charge of £59.52, a marginal 

tax rate of 59.5%. 
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The more children a couple receive child benefit for, the higher 

the marginal rate becomes. For example, a couple with four 

children will have a marginal tax rate of 73.5% on every extra 

£100 of income over £50,000. For households with eight 

children the charge is £59.33 for every extra £100 of income, 

making the marginal rate of tax 101.3%! (These examples all 

assume the individual receives income which is subject to 

national insurance contributions, for example a salary. Where 

the income received by the individual is not subject to national 

insurance contributions, such as rental income or pension 

income, the marginal rate of tax will be slightly lower).

Election not to receive child benefit
Where a person expects that they or their partner will be liable 

to a high income child benefit tax charge, they may elect to not 

receive the child benefit payments. This election may be revoked

at a later date.

Couples where one partner has a taxable income of more than 

£60,000 will not obtain any financial benefit from receiving 

child benefit payments as this will be clawed back through the 

income tax charge. It is therefore likely to be simpler for the 

individual concerned not to receive the child benefit in the first 

place, rather than receive it and then pay it back (or have their 

partner pay it back) through self-assessment or PAYE. 

The income tax charge is potentially applicable to any individual 

who claims child benefit. Whilst simply not claiming child 

benefit at all would mean an individual was not subject to the 

income tax charge, other benefits can be gained by claiming 

child benefit, albeit without actually receiving it. For example,  

in assessing eligibility to the basic state pension an individual is 

credited with national insurance contributions for non-working 

periods if he or she had then claimed child benefit for a child 

under the age of 12.

If an individual who has already claimed child benefit elects not 

to receive it, that will not prejudice his or her contribution record 

for the purposes of entitlement to benefits such as the pension.

However, a person who becomes newly entitled to child benefit 

will need to claim it and then elect not to receive it, in order to 

preserve pension entitlement. The same applies where 

additional children are born; while a failure to claim would not 

necessarily have any immediate effect, credits for national 

insurance contributions would cease once the youngest of the 

existing children reached the age of 12. It will therefore be 

safest to make the claim immediately, followed by the election 

not to receive the benefit, so that this is not overlooked at a  

later stage.

Being prepared
The deadline for notifying HMRC of liability for the charge is  

5 October following the end of the tax year in which the liability 

arises. This is nearly one month before the filing deadline for 

paper self-assessment tax returns and four months before the 

online filing deadline.  

HMRC should have contacted those who are likely to be 

affected to give details of the charge and the options available. 

However, it will be sensible to consider how the charge affects 

you or your partner, which partner may be liable to the charge 

and whether an election not to receive child benefit should  

be made. 

Should you wish to discuss the income tax charge in  

more detail please do not hesitate to contact your normal  

Moore Stephens adviser.
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