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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 update 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.  
 
Tax credits were introduced in 2003. The Government has implemented a series of wide-ranging 
changes to tax credits since 2011. This leaflet includes all the changes in chronological order.  
 
No further changes to the tax credits rules have been announced.  
 
 
 
 

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


From 6 April 2011 
 
Higher family element for baby abolished  
The family element is included in the calculation for all CTC claims where the claimant is responsible 
for a child or qualifying young person. There is now only one rate of the family element of CTC, which 
is £545 a year. There is no longer a higher rate for a family with a baby under the age of one, which 
previously amounted to £1090 a year (sometimes known as baby element or baby addition). If you 
have a baby born between 6 April 2010 and 5 April 2011, the higher rate ended on 6 April 2011, so 
you lost the additional amount (£10.50 a week) which, prior to the change in the rules, would have 
continued until your baby’s first birthday.  There is also a change to the threshold and rate at which 
the family element is withdrawn – see Rates and Thresholds below.  
 
 
Childcare element 
WTC can include a childcare element to help towards the costs of approved childcare. The amount of 
childcare costs is never covered in full, as there is always a shortfall that you are left to pay yourself. 
The percentage of costs covered by WTC was reduced from 80% to 70% from 6 April 2011. Childcare 
costs are subject to a maximum of £175 a week for one child and £300 a week for two or more 
children, so the most you can get is 70% of these amounts, i.e. £122.50 for one child or £210 for two 
or more children. If you were already getting the childcare element in 2010/11, there was no 
protection from the new rule, so payments were reduced, in some cases by up to £30 a week.  
 
 
Income disregard reduced to £10,000  
Tax credits are calculated by comparing income in the previous tax year (6 April to 5 April) with 
income in the current year of the award. If income goes up, there is a disregarded amount, so that tax 
credits are not reduced during the year, and the award continues to be based on previous tax year. 
The disregard applied to an increase in income was reduced from £25,000 to £10,000 from 6 April 
2011. This means that if your income in the current year exceeds income in the previous year by more 
than £10,000, your tax credits will be reduced. This may be more likely to happen if you are returning 
to work after being on maternity or sickness leave last year, or if your partner has started work. If you 
do not notify HMRC of your expected higher income, it is very likely that you will be overpaid and be 
asked to repay at the end of the year. In previous years, the higher disregarded amount of £25,000 
made it less likely that families would be overpaid due to an increase in income. 
  
People aged 60 and over 
If you are aged 60 or over and are working at least 16 hours a week, you may qualify for WTC from 6 
April 2011. This is a new qualifying route, and is separate from the 50 plus qualifying route (see below 
for changes from April 2012). There are no additional rules about when you started work or what you 
were doing before starting work, and no limit to how long WTC is payable under this condition. There 
are no extra elements for people over 60, so you may receive the basic element of up to £36.89 a 
week as a single person or up to £74.34 as a couple (even if only one of you is working 16 hours). 
Note that you may qualify for WTC from your 60th birthday, and you may also qualify for pension 
credit some time later (about 61 from April 2012, as the qualifying age for pension credit for men and 
women is gradually rising to 65 in 2018). If you are receiving pension credit, you are automatically 
entitled to maximum tax credits. However, WTC is counted as income for pension credit.   
 



Rates and thresholds 
The rate at which tax credits are withdrawn due to income was increased from 39% to 41% from 6 
April 2011. This means for every £1 of income above the threshold, your maximum tax credits are 
reduced by 41p. This 41% rate also applies to the family element when income reaches £40,000 
(previously the family element was reduced at a rate of £1 for every £15 over £50,000).  
 
Consequently, the threshold for CTC only is reduced from £16,190 to £15,860. This is means that 
whether you get CTC only or CTC & WTC, you will still receive CTC in full if your income is below 
£15,860. The threshold for WTC is frozen at £6,420, so WTC is withdrawn when income is over this 
amount.  
 
The basic and 30 hour elements of WTC were frozen for three years. 
 
Withdrawing claims 
If your income for tax credits purposes is more than a certain level, depending on your circumstances, 
and the amount of child tax credit you were getting has been reduced to nil, HMRC may write to you 
to give notice that your claim will be withdrawn. However, you can still renew a nil award if you 
contact the Tax Credits Helpline within 30 days to request that it continues. 
 
It is advisable to renew your claim if there is a possibility that your income will go down. This may lead 
to an initial ‘nil award’ decision, but this can be revised later to make payments for the whole tax 
year. Waiting until circumstances change before making a new claim can mean that you lose out on a 
substantial amount.  
 
In other cases, your response to the annual review is treated as a renewal of your claim, unless you 
tell HMRC that you wish to withdraw your claim.  
 
Statutory paternity pay and leave 
Parents (adopting couples) of children due on or after 3 April 2011 have a new right to share time off 
work to care for a new baby in its first year. Ordinary statutory paternity pay and leave is limited to 
two weeks. If the child’s mother returns to work without exercising her full entitlement to maternity 
leave, the father is entitled to up to 26 weeks additional paternity leave to care for the child. 
Additional statutory paternity leave is treated as being in work for tax credits purposes, for up to a 
total of 39 weeks including the mother’s entitlement – so entitlement to WTC elements can continue 
as if both parents were in work. Additional statutory paternity pay (£135.45 a week, or 90% of 
earnings if this is less) will be payable to eligible employees for the remainder of the mother’s 39 
week maternity pay period. For tax credits purposes, additional statutory paternity pay is counted as 
employment income, of which £100 a week is disregarded.  
 



From 6 April 2012 
 
Couples with children to work 24 hours a week for WTC 
The qualifying conditions for WTC have changed so that a couple with children have to work at least 
24 hours between them, with one working at least 16 hours. You may have qualified for WTC in 
2011/12 as a couple where one partner was working at least 16 hours a week, but from 6 April 2012, 
you may have lost entitlement to WTC. The new requirement means that one partner could be 
working at least 24 hours, or one could be working 16 and the other at least 8 hours. There are 
exceptions for couples where the non-working partner is disabled or entitled to carer’s allowance, in 
which case 16 hours is still enough to qualify.   
 
Backdating reduced 
Previously, new claims and changes of circumstances for tax credits could be backdated up to 93 days 
or three months. From 6 April 2012, backdating is reduced to 31 days for a new claim and one month 
for a change of circumstances. For a new claim, this is one month from the date a completed claim 
form is received by the Tax Credit Office. There is no need for a reason for a late claim or notification, 
and backdating should be applied automatically if the conditions were met throughout, although it is 
advisable to request it. 
 
Abolition of 50+ qualifying route and element  
The rule that previously allowed people aged 50 and over who were returning to work for at least 16 
hours a week to qualify for WTC has been abolished. The 50 plus element was only payable for the 
first 12 months of returning to work, but if you first qualified during 2011/12, it ended on 6 April 2012 
in any case. If you qualified for WTC under the 50 plus route in 2011/12, you will not be entitled to 
WTC from 6 April 2012 unless you have reached the age of 60.  
 
New £2,500 disregard for falls in income 
If income goes down compared to the previous year, tax credits were previously adjusted straight 
away and based on the lower income. From 6 April 2012, there is a new disregard of £2,500 applied 
to a fall in income, so that tax credits will not be increased, and the award will continue to be based 
on previous tax year. This means that if income in 2011/12 was £10,000 and income in 2012/13 is 
£8,000, you continue to receive tax credits in 2012/13 based on the previous year income of £10,000. 
If income falls by more than £2,500, tax credits may be increased but will be based on the current 
year income plus £2,500. This means that if income in 2011/12 was £10,000 and income in 2012/13 is 
£7,000, you will receive tax credits in 2012/13 based on £9,500. 
 
Second income threshold of £40,000 removed 
Households on less than £40,000 were previously entitled to at least the family element of CTC in full. 
The change from 6 April 2012 means that the family element (£545 a year) is removed immediately 
after the other elements of CTC. This would mean that a family with one child could lose all tax credits 
on an income of around £26,000. However, depending on your circumstances, you could still be 
entitled to a substantial amount of CTC on an income well above this amount, as shown in the 
following example.  
 
 



From 6 April 2013 
 
Income disregard reduced to £5,000 
The disregard applied to a rise in income, which, as explained above, was previously £10,000, was 
further reduced to £5,000 from April 2013. This means that more people see their tax credits reduced 
due to an increase in income, and overpayments increased for 2013/14. 
 
Benefit cap 
Child tax credit is included in an overall benefit cap, although families entitled to working tax credit 
are exempt. The intention is that benefits and tax credits should not exceed average take home pay, 
of £500 a week for couples or lone parents. This includes benefits for adults, housing benefit, child 
benefit and child tax credit. Larger families are likely to be affected by the cap, depending on the 
amount of housing benefit. The cap is applied to the housing benefit payment. There are some 
exemptions for whom the benefit cap does not apply, including households where an adult or child is 
entitled to disability living allowance (DLA) or personal independence payment (PIP).  
 

From 6 April 2014 
 
Mandatory reconsideration  
If you are unhappy with a decision about your tax credits you must first request a review before you 
can exercise your right of appeal to the First-tier Tribunal. This process is known as ‘mandatory 
reconsideration’ and largely replaces the ‘settlement’ process. Use form WTC/AP to request a 
reconsideration. When you are notified of the outcome of the review, you can appeal direct to HM 
Courts & Tribunals Service. Recovery of an overpayment caused by the decision is suspended during 
the mandatory reconsideration and the appeal.  
 
Recovery of overpayments 
From April 2014, HMRC introduced a time limit of three months to dispute recovery of an 
overpayment. The dispute should be lodged using form TC846 within three months of the notification 
of the overpayment, or of the outcome of an appeal where the decision confirms an overpayment. 
Late disputes may only be accepted in exceptional circumstances.  
 
From August 2014, HMRC announced that it no longer suspends recovery of an overpayment if you 
are disputing recovery, using form TC846. However, it has confirmed that recovery is still suspended 
during a mandatory reconsideration/appeal against the entitlement decision which gave rise to the 
alleged overpayment.  
 
Deductions may also be made from ongoing payments on a joint claim to recover previous 
overpayments as a single person.  
 
Introduction of universal credit 
Universal credit is gradually introduced, with Inverness the first area in Scotland. The initial claimants 
are a limited group of single jobseekers without children, but the intention is that once someone 
starts getting universal credit, they stay on it and cannot claim tax credits, even if their circumstances 
change or they move area. New claims for tax credits are still accepted for 2015/16 in all areas and 
from all claimants not entitled to universal credit. 



From 1 July 2014 

 
Residence tests 
 
For CTC only, there is a requirement to have been living in the UK for three months before qualifying, 
for people who enter the UK on or after 1 July 2014. However, this does not apply to everyone, and 
there are exceptions for workers or self-employed persons and their families, refugees, people who 
were temporarily absent and others. Further changes in guidance affect workers, self-employed 
people and jobseekers from the European Economic Area. See Tax credits for people from abroad for 
more information.  
 

From 6 April 2015 
 
Self-employed 
The definition of self-employed for tax credits purposes has been amended to ‘carrying on a trade, 
profession or vocation on a commercial basis with a view to making a profit’, and must be ‘organised 
and regular’. Claimants will also be encouraged to register their self-employment with HMRC for self-
assessment purposes and obtain a unique tax reference, with a view to making this a legal 
requirement by April 2016.  
 
Recovery of in-year overpayments 
From April 2015, HMRC has introduced a new policy on how it treats overpayments that occur during 
a tax year. Previously, recovery has been in line with the legal limits that apply to end-of-year 
overpayments, which cannot be recovered by more than 10% for those on maximum tax credits, or 
25% for those with less than the maximum. However, HMRC has said that it will stop or reduce 
payments to prevent an overpayment building up. This means that where an overpayment occurs 
because of the late notification of a change, you may only receive the amount, if any, that HMRC 
estimates you are entitled to for the remainder of the year. You then have to ask for payments to be 
made on hardship grounds.  
 
Statutory shared parental pay and leave 
Parents (including adopting couples) of children due on or after 5 April 2015 have more rights to 
flexible leave and to share time off work to care for a new baby in its first year. Statutory shared 
parental leave replaces additional paternity leave.  The child’s mother must take at least two weeks 
off after the birth (or four weeks if she works in a factory) and then may decide to give up her 
maternity leave in exchange for statutory shared parental leave, which can be split into blocks and 
shared with the father/partner. Statutory shared parental leave is treated as being in work for tax 
credits purposes, for up to a total of 39 weeks including the mother’s maternity leave – so 
entitlement to WTC elements can continue as if both parents were in work. Statutory shared parental 
pay (£139.58 a week, or 90% of earnings if this is less) will be payable to eligible employees for the 
remainder of the mother’s 39 week maternity pay period. For tax credits purposes, statutory shared 
parental pay is counted as employment income, of which £100 a week is disregarded.  

http://www.cpag.org.uk/content/tax-credits-people-abroad


From 6 April 2016 
 
Rates and thresholds 
Planned changes to the income thresholds and withdrawal rate for tax credits were abandoned in the 
autumn statement, made on 25 November 2015.  
 
All rates of tax credit elements (excluding disability) are frozen for four years.  
 
Income disregard 
The disregard for increases in income (the amount annual income can change without affecting tax 
credits) will be reduced from £5,000 to £2,500. This will mean more claimants will be at risk of being 
overpaid if their current year income goes up.  
 
 
Recovery of end-of-year overpayments 
The rate of recovery for overpayments which occurred in a previous tax year is increased from 25% to 
50% of the ongoing award for claimants with an annual income over £20,000.  
 
 

From 6 April 2017 
 
Family element 
The family element in tax credits (£545 a year) is only awarded if you are responsible for a child or 
young person born before 6 April 2017.  
 
Two child limit 
The child element (£2,780 a year) may not be awarded to a third or subsequent child born on or after 
6 April 2017. There are exceptions, so that the child element is payable for a third or subsequent child 
born on or after 6 April 2017 who is: 
 

 part of a multiple birth, other than the first child in a multiple birth where you are already 

responsible for two or more children; 

 adopted by you from local authority care, or placed with you for adoption;  

 a child whose parent is a child or qualifying young person for whom you are responsible; 

 a child for whom you are a ‘friend or family carer’, who is unable to live with his/her parents; legal 

provisions or other evidence from the local authority social work may be required;  

 likely to have been conceived as a result of rape or in a coercive or controlling relationship, and 

you are not living at the same address as the perpetrator. You must provide evidence from an 

approved person that you had contact with them or another approved person about the rape or 

coercive or controlling relationship. A list of approved persons is to be set out in guidance but is 

expected to include with health care professional, police officer, social worker, registered 

counsellor, independent sexual violence adviser or other approved organisations such as specialist 

rape charities. 

 



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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