Bands for Calculations Worksheet
ANSWERS

This exercise will cover the following:
e Tax bands (2 Questions in total)

Exercise Name: Tax Bands Worksheet

The exercise begins:

Question 1:

Ms Patel earns £92083 per annum
Using the following information, calculate the income tax they must pay.

Personal Allowance £7420

Income Tax Rates & Taxable Bands:

Basic Rate of tax (20%) £0 - £32000
Higher Rate of tax (40%) £32000 - £150000
Additional Tax rate (50%) over £150000
ANSWER:

Let's calculate Ms Patel’s income tax step by step.

Step 1: Calculate Taxable Income

Annual Income is £92,083
Personal Allowance is £7,420 @ 0% Zero percentage (Zero tax in this band)

Taxable Income is £92,083—£7,420=£84,663

Balance of Taxable Income proceeding into the percentage bands is therefore £84,663
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Step 2: Apply Tax Bands

Basic Rate (20%)
Applies to the first £32,000 of taxable income: £32,000x0.20 = £6,400

Taxable income balance from previous Zero percent personal allowance band above leaves us
£84,663 less the amount taxed in this Basic Rate band of £32,000 leaves us a balance for the
next band. Therefore: £84,663 - £32,000 = £53,663 to be taken forward into the next band of
Higher Rate.

We know the annual earnings arrives into the Higher Rate and does not go any further into
the Additional Tax Rate.

Higher Rate (40%)

Applies to the remaining income above from above being £53,663

In other words, £84,663 - £32,000 = £52,663 balance into this band

£52,663x%0.40 = £21,065.20

No balance of taxable income remains from this band. All taxable income calculated.

Step 3: Total Income Tax Payable

Total Tax is amount from the Basic Rate (20%) band being : £6,400 plus amount from the
Higher Rate (40%) band being £21,065.20

£6,400 + £21,065.20 = £27,465.20)

So, the answer is: Ms Patel must pay a total of £27,465.20 in income tax for the year.

The process of working through bands can be applied to any circumstances of
splitting across bands. It is the same concept for the use of bands.

Try another one...

Question 2 on next page:
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Question 2:

Dr Jacinta MacDonald earns £102789 per annum
Using the following information, calculate the income tax they must pay.

Personal Allowance £7420

Income Tax Rates & Taxable Bands:

Basic Rate of tax (18%) £0 - £24000
Intermediate Rate of tax (24%) £24000 - £32000
Higher Rate of tax (42%) £32000 - £125000
Additional Tax rate (50%) over £125000

ANSWER:

Following the previous explanation in full, we can simplify in a table.

Creating a table allows for double checking of the Income Tax Payable Balance for
moving into the next band each time and at the end to double check it matches the
original earnings for the year.

The table can keep tabs on each band tax calculation for totalling at the end.

Each band Taxable Income is based upon the differential within the band as shown.
For example, Intermediate Rate (24%) band is the difference between £24000 and
£32000, in other words: £32000 - £24000 = £8,000

Band Taxable Income in Tax Tax Amount Payable
Band (£) Calculation #)
Personal Allowance (0%) £7,420 £7,420 x 0% £0.00
Basic Rate (18%) £24,000 £24,000 x 18% £4,320.00
Intermediate Rate (24%) £8,000 £8,000 x 24% £1,920.00
Higher Rate (42%) £63,369 £63,369 x 42% £26,615.00
Totals (inc Personal Allowance) £102,789 £32,855.00

The exercise ends. Check your work.
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