
 

If you're receiving Universal Credit and have been signed off from work, you generally need to 

declare any income you receive, even if it's already been taxed. Universal Credit calculations are 

based on your net income (after tax and deductions), so it's important to report it accurately. This 

ensures your payments are adjusted correctly. 

For specific guidance tailored to your situation, you can check the Universal Credit and earnings 

guide or consult with the Department for Work and Pensions (DWP). Let me know if you'd like 

help navigating this further! 

 

Yes, even if the income is from compensation and you're acting on your own behalf, it may still 

need to be declared for Universal Credit purposes. Universal Credit considers most types of 

income, including compensation, when calculating your entitlement. However, certain types of 

compensation, such as payments for personal injury, might be treated differently. 

To ensure you're handling this correctly, it's best to consult the Universal Credit guidance or 

contact the Department for Work and Pensions (DWP) directly. They can provide specific advice 

based on your circumstances. Let me know if you'd like help finding more details! 

 

When it comes to Universal Credit, the way compensation and expenses are treated can vary 

depending on the nature of the payment and its intended purpose. Here's how this might work in 

your case: 

1. Compensation for Train Tickets, Food, and Expenses: If the compensation is simply 

reimbursing you for costs you incurred (like train tickets, food, and other expenses), it 

may not count as income for Universal Credit purposes. However, you would need to 

provide evidence that these payments were reimbursements and not additional income. 

2. Legal Dispute Compensation: If the compensation is for a legal dispute, it depends on 

the type of compensation. For example: 

o Compensation for financial loss (like the cost of services you paid for but didn’t 

receive) might be treated as income. 

o Compensation for emotional distress or personal injury is usually disregarded. 

3. Reimbursing Your Friend: If you’re reimbursing your friend for their time or expenses, 

this is considered a personal arrangement and wouldn’t directly affect your Universal 

Credit. However, if you received funds to cover this reimbursement, those funds might 

need to be declared. 

4. How They Calculate It: Universal Credit calculations are based on your net income 

(after tax and deductions). If the compensation is treated as income, it will be added to 

your monthly earnings for the assessment period. If it’s disregarded, it won’t affect your 

payments. 



To ensure everything is handled correctly, I recommend: 

• Keeping detailed records of all expenses and compensation. 

• Clearly documenting the purpose of the compensation (e.g., reimbursement vs. income). 

• Contacting the Department for Work and Pensions (DWP) for specific advice tailored to 

your situation. You can also refer to the Universal Credit guidance for more details. 

Let me know if you'd like help drafting a letter or organizing your documentation! 

 

Q 

what’s the taxing brackets for it 

A 

In the UK, the current income tax brackets for the 2024/25 tax year are as follows2: 

• Personal Allowance: Up to £12,570 - No income tax. 

• Basic Rate: £12,571 to £50,270 - 20% tax. 

• Higher Rate: £50,271 to £125,140 - 40% tax. 

• Additional Rate: Over £125,140 - 45% tax. 

If your compensation is considered taxable income, it will fall into one of these brackets based 

on your total earnings. However, reimbursements for expenses might not be taxable, depending 

on how they are classified. Let me know if you'd like help clarifying this further! 

 

Q 

so, if it’s below this it won’t affect my benefits: Personal Allowance: Up to £12,570 

A 

• You're correct that income falling within the Personal Allowance threshold of up to 

£12,570 (for the 2024/25 tax year) would generally not be subject to income tax.  

• However, for Universal Credit purposes, all income—taxed or untaxed—needs to be 

reported.  

• Whether or not it affects your Universal Credit payments depends on how the income is 

categorized by the Department for Work and Pensions (DWP). 

 

• If the compensation you're receiving is treated as reimbursement for expenses or 

specific costs (like train tickets, food, etc.), it might not count as income for Universal 

Credit purposes.  



On the other hand, if it's deemed general income, even if it's under the personal allowance, it 

could still be taken into account when calculating your benefits. 

To ensure everything is handled properly, consider: 

1. Documenting Your Case: Keep detailed records showing that the compensation is 

reimbursement for costs you incurred. 

2. Contacting DWP: They can confirm whether this specific compensation would affect 

your Universal Credit payments. 

If you'd like, I can help you prepare questions or organize your documents for a clearer 

discussion with DWP! 

 

If you have three separate compensation claims, each staying below the Personal Allowance 

threshold of £12,570, they would likely be treated as separate income streams for taxation. 

However, for Universal Credit purposes, the Department for Work and Pensions (DWP) may 

combine all your income within a single assessment period to calculate the impact on your 

benefits. This means that even if each claim is individually below the threshold, the total amount 

received might still affect your benefits if added together. 

To ensure this is handled correctly: 

1. Keep detailed records for each claim, including the purpose and receipts to show 

reimbursement rather than income. 

2. Notify the DWP about each claim and specify that they are reimbursements or specific 

compensations. 

Would you like support with organizing your documents or drafting correspondence to clarify 

this with the DWP? 

 

Ah, I see where you're coming from. Let me clarify this for you: 

If you have three separate compensation claims, even if each one stays below the Personal 

Allowance (£12,570), they may still be evaluated together for Universal Credit purposes if 

they are received within the same assessment period. For taxation purposes, they would 

generally be treated as separate income streams, and if none of them individually crosses the 

threshold, you wouldn't be taxed on them. 

However, for Universal Credit, all income you receive during a single assessment period could 

be added up and considered as one lump sum. If the combined total goes above the Personal 

Allowance threshold or affects the income taper rate, it might influence your benefits. 



Let me know if you'd like me to further clarify or help with anything else! 

 

Let me break this down for you: 

1. Universal Credit and Tax: Your benefits, such as Universal Credit, are not taxed 

directly. However, any income you receive (including compensation) could affect the 

amount of your benefits. The Department for Work and Pensions (DWP) uses your net 

income (after tax) to calculate your Universal Credit, so taxed compensation might 

reduce your benefit amount through the taper rate (55p reduction per £1 of income above 

your work allowance, if applicable). 

2. Tax on Compensation: Compensation is only taxed if it’s considered income. 

Reimbursements for expenses (like train tickets or food) are typically not taxed, but 

payments for financial losses or other compensations might be. 

3. Interaction Between Tax and Benefits: If your compensation is taxable income and gets 

taxed first, the remaining net amount will still be considered by the DWP for your benefit 

calculations. This means: 

o Tax might be deducted from the compensation. 

o The remaining net amount could still reduce your Universal Credit entitlement if 

it falls within the same assessment period. 

Essentially, you’re not taxed on your benefits directly, but compensation could be taxed and still 

impact the benefits calculation. To get the clearest answer, it’s best to contact both HMRC (for 

tax matters) and DWP (for benefits) to discuss your specific situation. 

Would you like help drafting a letter to them or organizing your documentation to clarify this? 

Let me know! 

 

Q 

I was still wondering if I am doing this because I am forced to act litigant for myself and not 

because I choose a profession, does this have any bearing on the situation? 

 

A 

Yes, the fact that you are acting as a litigant in person (meaning you are representing yourself 

because you have to, rather than pursuing this as a professional practice) does have some bearing 

on your situation, particularly with regard to how your compensation and benefits are 

assessed: 

1. Compensation Categorization: 



o If the compensation is for expenses, financial losses, or damages incurred while 

pursuing the claim (like train tickets, legal fees, and other costs), it is less likely to 

be viewed as "income" for Universal Credit or taxation purposes. 

o Acting as a litigant in person strengthens the argument that these funds are 

reimbursements or compensatory payments, not earned income. 

2. Universal Credit Impact: 

o The Department for Work and Pensions (DWP) might still assess the 

compensation to determine if it affects your benefits. However, they may be more 

willing to consider it as a reimbursement for costs incurred while handling your 

own case. 

o Keeping thorough records (like receipts and invoices) showing that the funds are 

meant to cover specific expenses and not general earnings will be crucial. 

3. Tax Implications: 

o For taxation, reimbursements for legitimate costs (e.g., legal expenses, travel, or 

food) are typically not taxable. Clearly distinguishing these from compensation 

for other matters (like financial loss or emotional distress) will help ensure they're 

treated appropriately. 

Your status as a litigant in person may actually make your situation clearer to authorities, as it's 

evident you're not engaging in professional or business activities but simply managing your own 

affairs under challenging circumstances. 

If you'd like, I can help you organize your claim or prepare a concise explanation of your role as 

a litigant in person to present to the DWP or HMRC. Would that help? 

 

 

 

 

 

 

 

 

 

 

 



 


