Setting new

taxpayer
records

Higher and higher...
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The latest set of data received more press
attention than usual for several reasons:

The number of income tax payers jumped
by 1.3 million (4%) for 2022/23, the largest
increase since 2004/05.

Higher rate taxpayer numbers rose by
750,000 (16%), an increase unmatched in
over 30 years of HMRC data.

The population of additional rate taxpayers
grew by 66,000 (12%). When the addition-
al rate of tax was introduced in 2010/11,
only 0.75% of taxpayers were in this lofty
band, a proportion that has since grown to
1.75%.

Add together higher and additional rate
taxpayers and the total exceeds 6.1 million,
over one in six of all income taxpayers.

This means there are more taxpayers
than ever before and more of them are
paying higher and additional rates due to
a combination of two main factors:

1. The then Chancellor Rishi Sunak’s deci-
sion in March 2021 to freeze the personal
allowance, higher rate and additional

rate thresholds from 2021/22 through

to 2025/26. In fact, the additional rate
threshold has never moved from its initial
£150,000.

2. Inflation has been vastly higher than
anticipated back in March 2021, when the
CPI rate was running at 0.7% (a year, not
a month) and the Office for Budget Re-
sponsibility (OBR) was projecting that it
would not reach 2% until 2025. The OBR’s
projection for total inflation over the four
years from the start of 2022 to the end

of 2025 was 7.7%, a figure that is almost
certain to be below what 2022 alone will
deliver.

The winner in all of this is the Treasury,
so much so that there is now talk of tax
cuts being announced in the Autumn
Budget, if not sooner. As with July’s ‘tax
cut’ in National Insurance contribu-
tions, any new income tax cut will be a
reduction in the size of the previously
planned increase.

Meanwhile, if you have become a higher
rate taxpayer this year, you should
make sure you are using all available
reliefs and allowances to the full. The
one piece of good news is that tax relief
on your pension contributions has
potentially doubled.
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