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1
Introduction

Tax Credits are payments made by HM Revenue and Customs.  There are two types of tax credit:

· Working Tax Credit (WTC) is a means-tested credit for working people on a low income (including some part-time workers).

· Child Tax Credit (CTC) is a means-tested credit for families with dependent children, whether or not anyone in the family is working. CTC has replaced the Child Dependant’s Grant for students.  It has also replaced dependants' additions in benefits such as Incapacity Benefit, and has replaced the child and family elements in Income Support and income-based Jobseeker's Allowance. 

A tax credit is not the same as an income tax allowance, and you may be entitled to Tax Credits even if you are not a taxpayer.

Tax Credits are means-tested, so the amount you get depends on how much other money you have coming in.  If you are living with a partner (since December 5 2005 this includes same sex partners) their income will also be taken into account.  However, some types of income are not taken into account when assessing your application.  There is no upper limit on the amount of savings you can have, although income from savings may be taken into account.


To get Tax Credits, you must be present and ordinarily resident in the UK.  If you are subject to immigration control, you will not be able to get Tax Credits unless you fall into one of the exempt groups – seek advice.

Working Tax Credit (WTC)

2
Who can apply for Working Tax Credit?

As a disabled student, you may be entitled to Working Tax Credit (WTC) if you are doing paid work either in term-time or during vacations.  If you are not currently doing any paid work, it is still worthwhile knowing about WTC because you may be entitled to WTC as soon as you start work after finishing your course of study.

To qualify for WTC, you or your partner must:


· do paid work for 16 hours or more a week (either employed or self employed), and

· expect to work for at least four consecutive weeks. 

You (or your partner, if they are working) must also:

· be aged 16 or over and disabled, or

· be aged 16 or over and responsible for at least one dependent child, or

· be aged 50 or over and qualify for the 50 plus element (seek advice), or

· be aged 25 or over and usually work at least 30 hours a week.

For the purpose of these rules, you will count as disabled if you have a physical or mental disability that puts you at a disadvantage in getting a job and you qualify for the “disability element” of WTC. (See page 5 for further details.) 

3
What does the calculation involve?

The amount of WTC you can get depends on how much money you have coming in from other sources, and other circumstances e.g. whether you have a partner. Certain types of income are disregarded when calculating entitlement to Tax Credits; further information is given below.

Calculating your WTC can be complicated. This section explains what is involved. Please note that Skill is unable to carry out individual calculations. Your own circumstances and level of income will be different to others so the calculation will also be different. You can get an estimate of your entitlement from the HM Revenue and Customs website at www.taxcredits.inlandrevenue.gov.uk/HomeNew.aspx

Alternatively, your local Citizen’s Advice Bureau or the welfare adviser in the student union, if you have one, may be able to help you work out the amount you are likely to receive.

Unlike most welfare benefits, Tax Credits are calculated on a yearly basis. The calculation is worked out by following these steps:

(i)  Work out your maximum award

To calculate the maximum amount of WTC to which you may be entitled, different elements relevant to you (and your partner and children, if any) are added together.


WTC consists of the following elements: 


· basic element (£1,665); 

· element for couples or lone parents (£1,640); 

· 30-hour element for people working over 30 hours per week - or couples working over 30 hours per week in total (£680);

· disability element (£2,225);

· severe disability element (£945);

· 50-plus return-to-work element (£1,140 if working less than 30 hours a week and £1,705 if working more than 30 hours); and 

· childcare element, worth 80 per cent of up to £175 child care costs for one child, and up to £300 costs for two or more children.


To qualify for the disability element, the person working must:


· have a disability that reduces their work prospects and
· they must either be in receipt of a qualifying benefit e.g. Disability Living Allowance (DLA), 
or have recently been in receipt of a qualifying disability benefit e.g. long-term Incapacity Benefit or disability premium paid with Income Support,
or become sick or disabled while in work and be eligible under the 'fast track' route.  


The rules for the disability element are complex, so seek advice if in doubt.

To qualify for the severe disability element, you or your partner must get the highest rate of DLA care component or higher rate Attendance Allowance.

(ii)  Work out your annual income

Tax Credits are calculated on a yearly basis.  The amount you can get depends on your gross income for the tax year (April to April).  Gross income means income before tax.  Certain types of income are not counted when working out Tax Credits.  Here are some examples of the types of income that are not counted:


· All student grants (except dependants’ grants)

· NHS bursaries, mature student’s bursary, young student’s bursary

· Student loans

· Disability Living Allowance

· Child Benefit

· Housing Benefit and Council Tax Benefit

· Income Support

· Maintenance payments

Income from savings can be taken into account, but the first £300 (per year) of income from savings is disregarded.

(iii) Compare your income with the threshold level

You receive the maximum award if your gross income is below the threshold. The threshold is £5,220 per year if you are entitled to WTC only.

(iv)  Apply a reduction if your income is above the threshold level


If your income is above the threshold level, your maximum award is reduced at the rate of 37 pence for every pound of gross income over the threshold.

Child Tax Credit (CTC)

4
Who can apply for Child Tax Credit? 

You will probably be entitled to Child Tax Credit (CTC) if you are responsible for at least one dependent child under 16 (or under 19 who is in full-time, non-advanced education, or under 20 who started a course of full-time non-advanced education or approved training before age 19 and reached age 19 on or after 10.4.06).

Young people continue to count for tax credit purposes for the first 20 weeks after they leave full-time education if they are under the age of 18 and registered for work or training with the Careers Service, Connexions Service, the Department for Education and Skills, or Skillseekers in Scotland. Young people no longer count for tax credit purposes once they start work or training (for which a training allowance is paid) or claim income support, income-based jobseeker’s allowance or incapacity benefit in their own right.  

CTC can be paid whether or not anyone in the family is doing paid work.

CTC is means-tested, but you can have a fairly high gross income (£50,000, or even higher) and still qualify.


5
What does the calculation involve?

Calculating your CTC can be complicated. This section explains what is involved. Please note that Skill is unable to carry out individual calculations. Your own circumstances and level of income will be different to others so the calculation will also be different. You can get an estimate of your entitlement from the HM Revenue and Customs website at www.taxcredits.inlandrevenue.gov.uk/home.aspx
Alternatively, your local Citizen’s Advice Bureau or the welfare adviser in the student union, if you have one, may be able to help you work out the amount you are likely to receive.

Unlike most welfare benefits, Tax Credits are calculated on a yearly basis. The calculation is worked out by following these steps:

(i)  Work out your maximum award

To calculate the maximum amount of CTC to which you may be entitled, different elements relevant to yourself and your family are added together.


CTC consists of the following elements:

· family element (£545);

· child element for each child in the family (£1,765);

· baby element if there is a child under one year old (£545);

· disabled child element, for each child who gets Disability Living Allowance (DLA) or is registered blind (£2,350); and

· severely disabled child element, for each child who gets DLA highest rate care component (£945).

(ii)  Work out your annual income

Tax Credits are calculated on a yearly basis.  The amount you can get depends on your gross income for the tax year.  Certain types of income are not counted when working out Tax Credits.  Here are some examples of the types of income that are NOT counted:


· All student grants (except dependants’ grants)

· NHS bursaries, mature student’s bursary, young student’s bursary

· Student loans

· Other types of student support e.g. access funds, bursaries

· Disability Living Allowance

· Child Benefit

· Housing Benefit and Council Tax Benefit

· Income Support

· Maintenance payments

Income from savings can be taken into account, but the first £300 (per year) of income from savings is disregarded.

(iii)  Compare your income with a threshold level

You receive the maximum award if your gross income is below the threshold. The threshold is; £14,155 per year if you are entitled to CTC only. 

(iv) Apply a reduction if your income is above the threshold level.

If your income is above the threshold level your maximum award is reduced at the rate of 37 pence for every pound of gross income over the threshold. 

The family element of CTC, worth £545, does not begin to be withdrawn until your income is just over £50,000, and it then starts to be tapered away at a rate of 6.67 per cent. Therefore families with an income of up to £57,780 (or more in some circumstances) can get CTC.

Students who receive the maximum amount of CTC should be entitled to free school meals for their children, unless they receive WTC.

Entitled to both CTC and WTC

If you are entitled to claim both WTC and CTC then you work out the elements for both Tax Credits, adding the maximum amount of  WTC to the maximum amount of CTC. Then work out your income. 

You receive the maximum award if your gross income is below the threshold. The threshold is £5,220 per year if you are entitled to WTC and CTC.

If your income is above the threshold level, your maximum award is reduced at the rate of 37 pence for every pound of gross income over the threshold.

6
How to apply for Tax Credits

HM Revenue and Customs administers WTC and CTC. You can phone the Tax Credits helpline on 0845 300 3900 (0845 6032000 in Northern Ireland) to request an application pack, or use the online application form at www.taxcredits.inlandrevenue.gov.uk/home.aspx.  You can also get forms by calling in person at a revenue office or JobCentre Plus office.

It is important to send your application immediately so your Tax Credit payments can start as soon as possible. Applications can be backdated for up to three months. Make a note of the day you sent the form and keep a copy of the application form. If you need to send any evidence (eg wage slips, details of other benefits), make sure you keep copies of this information. Also make sure you complete the form as fully as possible. If you are having difficulties then it is a good idea to contact your local Citizen’s Advice Bureau, the welfare adviser in the student union or a local disability organisation.

Your Tax Credits will be paid into your bank account either weekly or four weekly by HM Revenue & Customs. If you or your partner claim CTC or receive payment towards childcare costs these amounts will be paid to the main carer's bank account. 


7
Changes of circumstances, renewals and overpayments


Changes of circumstances

Your tax credit award will be worked out using your current circumstances and the previous tax year's income.  You can apply to have your tax credit reassessed during the year if your circumstances change.  

For example, awards can be revised during the year if income falls, or if income increases by more than £25,000 per year (The first £25,000 of extra income will be ignored.) You are not obliged to notify changes in income until the end of the tax year. However, if your income has increased this may lead to an overpayment, which you will have to pay back (see below).

There are some changes of circumstances you must report to HM Revenue and Customs within three months. These are:

•
If you separate from your partner; 

•
If you start to live with a new partner; 

•
If you stop paying child care for at least four weeks in a row; 

•
If your childcare costs go down by £10 a week for at least four weeks in a row. 

•
If you or your partner leave the UK permanently, lose the right to reside or are away from the UK for at least 8 weeks (12 weeks if you go or remain abroad due to illness, or a member of your family is ill or has died).

Renewals

Awards last until the end of the tax year and can then be renewed. HM Revenue and Customs will contact you at the end of the tax year to check your circumstances, and adjust your award if necessary.  They will also invite you to renew your claim.

Overpayments

Tax credit awards are initially worked out using your income from the previous tax year. If your income is higher or lower than expected, or your circumstances change in another way during the tax year, then you may find that you have been paid too much tax credit (an overpayment) or not enough (an underpayment).

Recovering an overpayment

If you have had an overpayment of Tax Credits, in most cases you will have to pay back the extra money that you have received. HM Revenue and Customs will try to get the money back by reducing your current tax credit award, or by asking you to pay the money back as a lump sum or in instalments.  The maximum amounts by which they can reduce your current award are:


· 10 per cent if you receive the maximum tax credit award

· 100 per cent if you receive only the family element of CTC

· 25 per cent for everyone else
HM Revenue and Customs has discretion not to recover an overpayment or to allow you repay the overpayment over a longer time period than normal if:


· you have been overpaid because of an error by HM Revenue and Customs or another government department, and it was reasonable for you to think your award was right; or

· It would cause hardship to you or your family if you had to pay the overpayment back
You can check your award by contacting the Tax Credit Office address at the top of the award notice (or phone the Tax Credit Helpline) and request TC647 for a breakdown of the award. You should also request a copy of COP26, the overpayments Code of Practice. 

If you agree that there is an overpayment but do not want it to be recovered (or want more time to repay it) contact the Tax Credit Office or the Tax Credits Helpline to discuss this. You may be asked to complete form TC846 – “Request to reconsider recovery of Tax Credits”.

These rules are complicated, so if you are told that you have been overpaid tax credit it is a good idea to seek advice from one of the organisations listed in Section 9.
8
Appeals

If you are unhappy with a decision on Tax Credit, you will normally have the right to ask for an appeal. There is no right of appeal against a decision to recover an overpayment, but you can appeal against the decision which led HM Revenue and Customs to believe that they have overpaid you.

You must ask for an appeal within 30 days of the date of the decision you are appealing against.  Appeals should be in writing, preferably using form WTC/AP which you can get from HM Revenue and Customs.  You will need to explain why you think the decision is wrong.

When you appeal, your case will be looked at by a decision maker to see if they can change the decision you are appealing against.  If the decision is not changed the appeal will go to be heard by an independent tribunal.  You can ask for an oral hearing, and it is usually best to do so.

If you want to appeal about a decision on your Tax Credit, it is a good idea to seek advice from one of the organisations listed in Section 9 below.  But remember the 30-day time limit.
Skill also produces an information booklet Making a complaint.  

9
Useful information 

Skill information booklets

· Income Support for disabled students

· Housing Benefit and Council Tax Benefit for disabled students

· Studying and claiming benefits as ‘incapable of work’ 

· Making a complaint

· Funding for disabled students in further education

· Funding for disabled students in higher education

Details of our information booklets and their prices are available from the Skill Information Service. Disabled people can obtain five free booklets or professionals can buy them for £2.50 each. They can be downloaded free from our website www.skill.org.uk

HM Revenue and Customs leaflets

· COP26 - What happens if we have paid you too much tax credit?

· WTC/AP - How to appeal against a tax credit decision or award

· WTC1 - Child Tax Credit and Working Tax Credit. An Introduction

· WTC2 - Child Tax Credit and Working Tax Credit - A Guide

· WTC5 - Help with the costs of childcare - Information for parents and childcare providers

· WTC6 - Child Tax Credit and Working Tax Credit. Other types of help you may be able to get 

· WTC7 - Tax Credit Penalties - What happens at the end of a check


These are available from HM Revenue and Customs.  Telephone 0845 300 3900.  The leaflets can also be downloaded from the HM Revenue and Customs website at www.hmrc.gov.uk/leaflets/credit.htm.
Department of Work and Pensions (DWP) leaflets

· DS704 - Disability Living Allowance

· GL16 – Help with your Council Tax

· GL17 - Help with your rent

· GL24 - If you think our decision is wrong

· HB5 - A guide to non-contributory benefits for disabled people and their carers

· IB1 - A guide to Incapacity Benefit

· IS20 - A guide to Income Support

· NI260 - A guide to Revision, Supersession and Appeal

· JSAL5 - Jobseeker’s Allowance – helping you back to work

· MG1- Benefits: a concise guide to benefits, pensions and tax credits

These are available from your local JobCentre or the JobCentre Plus website www.jobcentreplus.gov.uk in the section ‘Want to make a claim?’ Or from the Department of Work and Pensions website at www.dwp.gov.uk in the ‘Benefits A-Z’ section. Relevant leaflets also include benefits claim forms. 

Useful publications

Disability Rights Handbook

Published by Disability Alliance

First Floor East, Universal House, 88-94 Wentworth Street, London E1 7SA

Tel/textphone: 020 7247 8776  Fax: 020 7247 8765

Priced publication
NUS Information sheets 

Cover welfare benefits and rights. Available from the National Union of Students (NUS). Contact details below
Student Support and benefits: England and Wales

Published by the Child Poverty Action Group

94 White Lion Street, London N1 9PF

Tel: 020 7837 7979  Fax: 020 7837 6414

Priced publication
Welfare Benefits Handbook

Published by the Child Poverty Action Group

94 White Lion Street, London N1 9PF

Tel: 020 7837 7979  Fax: 020 7837 6414

Priced publication
Useful Organisations

HM Revenue and Customs
Telephone: 0845 3003900 (UK)/0845 6032000 (NI)

Textphone: 0845 300 3909 (UK) / 0845 607 6078 (NI)

Website: www.hmrc.gov.uk
Administers Tax Credits and provides advice on entitlement.
Benefit Enquiry Line for disabled people 

England, Scotland, Wales: 

Tel: 0800 882 200

Text: 0800 243 355

Northern Ireland: Tel: 0800 220 674  Text: 0800 243 787 

(open Monday to Friday 8.30am to 6.30pm, 

Saturday 9am to 1pm)  

Benefits Agency/DWP 
Website: www.dwp.gov.uk 
Free advice service provided by the Benefits Agency
Citizens Advice Bureaux (CAB)

Your local CAB should be listed in the telephone directory and details are also on the national website: www.citizensadvice.org.uk

The national website also links to the CABs welfare benefits advice guide website at www.adviceguide.org.uk
Dial UK (national office)

Tel: 01302 310 123

Fax: 01302 310 404 

E-mail: dialuk@aol.com  
Website: www.dialuk.info/ 

Network of disability information and advice line services (DIALs). The national office will give you details of your nearest service. Local DIALS can give advice on issues such as welfare benefits, community care, equipment, independent living, transport etc.  

Disability Alliance

First Floor East, Universal House, 88-94 Wentworth Street, London E1 7SA

Tel/textphone: 020 7247 8776  Fax: 020 7247 8765

Website: www.disabilityalliance.org

Produce the Disability Rights Handbook 

National Union of Students (NUS)
NUS, 2nd floor, Centro 3, Mandela Street, London, NW1 ODU
Tel: 0871 221 8221   


Textphone: 020 7561 6577


Fax: 0871 221 8222

E-mail: nusuk@nus.org.uk  Website: www.nusonline.co.uk
Give advice and produce information on welfare rights for students. Offices also in Scotland, Northern Ireland and Wales.  

Skill: National Bureau for Students with Disabilities

Chapter House, 18-20 Crucifix Lane, London SE1 3JW

Tel: 020 7450 0620 Fax: 020 7450 0650 

Information Service (Tuesdays 11.30am-1.30pm and Thursdays 1.30pm-3.30pm) 

Tel: 0800 328 5050 

Textphone: 0800 068 2422

E-mail: info@skill.org.uk   
Website: www.skill.org.uk

Skill's Information Service is able to provide information on issues related to further or higher education, work based learning and the transition to employment for disabled people. A range of information booklets and publications are available in different formats. We cannot advise on individual benefits claims or carry out calculations. 

Student Unions

Most student unions in universities and colleges have a welfare department or welfare officer who can give advice about benefits and provide help with calculations.

Welfare Rights Units

These are run by local authorities. Contact your local council or local library to find out if there is one in your area.


April 2006







14
20

_1169379434.doc
[image: image1.png]






_978964402.doc
[image: image1.png]






