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Child Poverty Action Group works on behalf of the one in four children in Scotland 
growing up in poverty. It doesn’t have to be like this. We use our understanding of 
what causes poverty and the impact it has on children’s lives to campaign for policies 
that will prevent and solve poverty – for good. 
 
We provide training, advice and information to make sure hard-up families get the 
financial support they need.  
 
Tax credits – reporting changes is one of a series of Child Poverty Action Group in 
Scotland leaflets giving guidance to advisers and those working with families in 
Scotland about aspects of the tax credit system of particular concern.  
 
Introduction 
There are two types of tax credit; child tax credit and working tax credit. You claim them together and 
may get either or both. Tax credits are administered by Her Majesty’s Revenue and Customs (referred 
to as HMRC in this leaflet).  
 
Tax credits are gradually being replaced by universal credit. If you are currently getting tax credits, 
you can continue to get them unless you make a claim for universal credit, and will be able to renew 
your claim until you are transferred onto universal credit. The process of transferring most people 
from tax credits to universal credit is planned to happen between 2019 and 2022. See Tax credits: 
moving on to universal credit for more information.  

Changes of circumstances  
Tax credits are calculated on an annual basis and an award is made for the tax year (6 April to 5 April) 
or from the point that you claim up to the end of the tax year. For example, if you claim on 24 
October, your award will be from 24 October up to 5 April of the following year. The award will be 
based on your circumstances at the time of the claim. If your circumstances then change, it may 
affect the amount of tax credits you are entitled to. 

http://www.cpag.org.uk/content/tax-credits-moving-universal-credit
http://www.cpag.org.uk/content/tax-credits-moving-universal-credit


Some changes of circumstances must be reported to HMRC within 1 month. Failure to report these 
can result in a penalty of £300 being applied. Other changes do not carry the risk of a penalty, but it is 
advisable to report them to avoid being overpaid or underpaid. This leaflet explains which changes 
you must report and which you should report.  

Changes which must be reported 
The following changes must be reported to HMRC within 1 month: 

 You cease to be part of a couple or became part of a couple 
In this situation your claim stops and you must make a new claim.  

 Your childcare costs stop or go down by £10 or more per week for 4 weeks in a row 
The obligation to report this change starts at the end of the 4 week period.  

 You stop working at least 16 (or 24) hours per week* 
If you have been working at least 16 hours per week and receiving tax credits you must tell 
HMRC if your hours fall below 16 or you stop work. If you are claiming as a couple with 
children you must also report if your combined hours fall below 24. If you have been getting 
help with childcare costs (the ‘childcare element’) and one partner’s hours fall below 16 per 
week, you must inform HMRC.  

 You stop working at least 30 hours per week* 
If you have been working at least 30 hours per week and receiving tax credits you must tell 
HMRC if your hours fall below 30. Couples with children must tell HMRC if their combined 
working hours fall below 30.  

 You stop ‘being responsible’ for a child or young person 
You are treated as responsible for a child or young person if they normally live with you. You 
stop being responsible for a child or young person if, for example, the child goes to live in 
another household.  

 A young person dies or stops qualifying for support 
A young person who has reached 16 still qualifies for support in your tax credit claim in various 
situations, for example, if they are still in non-advanced education or in some types of training. 
They can, in certain situations, still be treated as a dependant up to the age of 20. You must 
tell HMRC if a young person ceases to qualify for support. For example, if they leave school 
and start working, or leave school and go to university. For more details of when you can claim 
for a 16 to 19-year-old and when they stop qualifying for support, see CPAG in Scotland’s 
leaflet Parents claiming for young people in further education or training .  

 You leave the UK permanently or for more than 8 (or sometimes 12) weeks 
The 12 week rule applies if the reason you have to leave the UK is that you are ill, or a member 
of your family is ill or has died.  

 For child tax credit, you lose the right to reside in the UK  

*In certain situations you count as still working your normal hours even though you are not actually at 
work, for example, if you are within the first 28 weeks of a period of sickness, or the first 39 weeks of 
maternity leave.  

Penalty – failure to report any of these changes within the time limit can result in a penalty of up to 
£300 as well as potentially causing an overpayment. 

http://www.cpag.org.uk/content/parents-claiming-young-people-further-education-or-training


Time limit – the 1 month time limit for reporting a change runs from the date the change occurs or, 
except where the change is that a young person ceases to qualify for support, from the date you first 
become aware of the change – if that is later. 

Changes which should be reported when they happen 
There are many changes which may happen in the course of the tax year which you are not obliged to 
report to HMRC but, nevertheless, you should do so. The sorts of changes which should be reported 
are those which affect the basic tax credits calculation. These are examples of this kind of change:  

 You have a new baby, or a new child joins your household  
 You, or a dependent child, are awarded a disability benefit, or cease to be entitled to a 

disability benefit  
 You, or a dependent child, are registered blind, or cease to be registered blind  
 An award of highest rate care of disability living allowance (DLA) or enhanced rate for daily 

living of personal independence payment (PIP) is made, or lost  
 Childcare costs go up by more than £10 a week for four weeks in a row  
 Your working hours increase from more than 30 per week  

Although there will be no penalty applied if you don’t tell HMRC about these sorts of changes, you run 
the risk of being underpaid or overpaid.  

The risk of overpayment arises because if the change means that you are entitled to less tax credit, 
the effect will be backdated to the point the change occurred. 

Example 
Lily is a lone parent with one child, Ben. Ben has had an award of disability living allowance 
(DLA) since he was 3. Lily’s child tax credit includes the disability element. Ben is now 6 and 
his DLA award is due for renewal. On renewal his award ceases. He is no longer entitled to 
DLA and Lily’s child tax credit should no longer include the disability element. This is not a 
change that Lily is obliged to tell HMRC about when it happens. She does not tell HMRC 
until she returns her annual declaration, by which time she has been overpaid for several 
months. HMRC will almost certainly seek to recover this overpayment from Lily.  

The risk of underpayment arises because if the change means that you are entitled to more tax 
credits, your award can only be backdated for one month from the date the change is reported. 

Example 
Hassan is a single man who has been working 24 hours per week. He has a disability and 
has been receiving working tax credit on this basis. On 1 January his working hours 
increased to 35 per week. This means that he is entitled to the 30 hour element in his 
working tax credit. He does not realise he should tell HMRC about this change and does not 
do so until he returns his annual declaration on 1 June. The increase can only be backdated 
one month from the date he informs HMRC. He will have been underpaid from 1 January 
to 1 May and will not be able to get this money back. 



Changes in income 
The amount of tax credit you are entitled to depends on income in a complete tax year. HMRC starts 
by looking at your income from the previous year, and then compares it with your current year 
income as follows:  

 If your income goes down compared to the previous year, and the difference is £2,500 or less, 
your award is based on the previous year’s income 

 If your income goes down compared to the previous year, and the difference is more than 
£2,500, your award is based on the current year’s income plus £2,500 

 If your income goes up compared to the previous year, and the difference is £2,500 or less, 
your award is based on the previous year’s income  

 If your income goes up compared to the previous year, and the difference is more than 
£2,500, your award is based on the current year’s income minus £2,500. 

Example 
In 2016/17, Mel earned £9,000. From 6 April 2017, Mel gets a new job and expects her 
income in 2017/18 to be £20,000. Her income increases by more than the disregard of 
£2,500, so her 2017/18 award is based on current year income of £20,000, less the £2,500 
disregard = £17,500.  

If HMRC is not aware of this increase in income during the year, she will be overpaid. 

Usually during the course of the tax year your tax credit award is based on the previous year’s 
income. There is no obligation to tell HMRC about increases or decreases in your income at the point 
they happen – only during the annual review process, after the end of the tax year, when a final 
assessment is made and any changes in income taken into account.  

However, it is often a good idea to let HMRC know if your income changes. In some cases, HMRC may 
adjust your award according to real time information on wages from your employer. An accurate, up-
to-date estimate of your total actual income in the current year is needed to ensure your award is 
correct.  

Income goes down 
If your income goes down by more than £2,500 in comparison to the previous year you may be due 
more tax credits. If you tell HMRC at the point this happens your award may be adjusted. If you wait 
until the end of the tax year you will get any money owed to you as a lump sum. Some people may 
prefer to wait until the end of the tax year and receive a lump sum. This can be beneficial if you are in 
receipt of housing benefit/council tax reduction as these benefits are based on the amount of tax 
credits you actually receive.  

Income goes up 
If your income goes up by more than £2,500 in comparison with the previous year you should let 
HMRC know as your award will then be based on your new, higher income (less £2,500).  



If your income goes up, but by less than £2,500, it will not affect the current year’s award. However, it 
will start affecting your entitlement at the beginning of the next tax year and it is important that 
HMRC is aware of your income by that stage to avoid the risk of overpayment.  

Example 
Bob is working and receiving working tax credit. In 2016/17 he earned £12,000. In 2017/18 
he unexpectedly gets a better job and expects to earn £16,000. His tax credits award 
should be based on current income (£16,000) minus £2,500 = £13,500.  
If HMRC is not aware of the increase he may be overpaid.  

If you have told HMRC that your current year income is going to be lower than the previous year your 
award will be based on that information. If your income then turns out to be more than you thought 
(even if it is still lower than the previous year’s) you should let HMRC know as soon as you can to 
avoid potential overpayment. 

Example 
Neela is working and claiming working tax credits. In 2016/17 her income was £16,000. She 
then has to go part-time and tells HMRC that in 2017/18 she expects to earn only £9,000. 
Her tax credits award is based on the estimated lower income, plus £2,500 = £11,500. In 
September 2017 she gets a better job and now expects her total income for 2017/18 to be 
£13,000. She should tell HMRC as soon as possible so her award can be adjusted as it 
should be based on £15,500. Otherwise, by the end of the tax year she will be overpaid. 

How to notify a change of circumstance 
You can tell HMRC about a change in your circumstances by writing or phoning. Phoning the helpline 
may be the quickest way for change to be dealt with, but you should make a note of the date and 
time of the call and the name of the person you spoke to. Confirming the change in writing is 
advisable because that way you can keep a copy of your letter and proof of posting to show that you 
have advised HMRC of the change.  

You can renew and check your tax credits award online at www.gov.uk/manage-your-tax-credits.  
If you have been notified in writing by HMRC that another government office is dealing with your tax 
credits claim, this may count as notification. To be safe, you should always notify HMRC.  

Certain changes can be notified up to a week in advance. These are:  

 You have accepted an offer of work and are going to start within a week  
 There is going to be a change in your childcare costs of £10 or more per week  
 You have arranged childcare  

You can also notify in advance that your child will be staying on in non-advanced, full-time education 
or approved training beyond the time that tax credits for that child would normally stop, e.g. beyond 
31 August following the child’s 16th birthday.  

http://www.gov.uk/manage-your-tax-credits


Further information and advice 

 
Child Poverty Action Group in Scotland 
0141 552 0552 advice line for advisers on benefits and tax credits, 
Monday to Thursday 10am to 4pm, Friday 10am to 12 noon 
 
Email: advice@cpagscotland.org.uk  
email advice for advisers on benefits and tax credits 
  
Website: www.cpag.org.uk/scotland/taxcredits  
for more tax credit leaflets from CPAG in Scotland 
 
CPAG publishes the Welfare Benefits and Tax Credits Handbook, a comprehensive guide to 
benefits and tax credits for claimants and advisers.  
 
CPAG in Scotland’s advice line is only for advisers. If you are having problems with your own tax credit 
or benefit claim and are in need of advice you should contact your citizens advice bureau or other 
local welfare rights service. 
 
 
HM Revenue and Customs 
Tax Credit Helpline 0345 300 3900 
(textphone 0345 300 3909) 
 
Website: www.gov.uk/benefits-credits/tax-credits   
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