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child tax credits

POINTS TO BEGIN WITH

According to government statistics 9 out of 10 families with children are entitled to Credits though a taxpayer doesn’t need to have children to receive them. Payable direct to the mother from 6 April 2003 there are two –

         Child Tax Credit (CTC)                    Working Tax Credit (WTC)

and are available on application from us at www.miplan.co.uk or the Inland Revenue on 0845 300 3900 if you live in England, Scotland and Wales and on 0845 603 2000 if you live in Northern Ireland or by email – www.inlandrevenue.gov.uk/taxcredits
To qualify the applicant should be 16 years old or more and usually live in the UK. Citizens of other countries in the EEA (European Economic Area) working here or working abroad but receiving UK state pension or contributions-based Jobseeker Allowance, or a Crown Servant posted abroad may also apply.  

Couples must make joint applications.

Application for CTC may be made where you are responsible for (a) one child or (b) one qualifying child. WTC is for people who work (employed or self-employed) for usually 16 hours a week, are paid for that work and expect to work at least 4 weeks and who are (1) aged 16 or more and responsible for one child or aged 16 or more and disabled or (2) are 25 or more and usually work for at least 30 hours a week.

As part of WTC help can be given toward childcare of up to £ 175 per week for one child and £ 300 for two; it is payable to the main person responsible along with CTC.

Tax credits are non-taxable and are worked out on the basis of the previous tax year. Two issues are critical , the first, time limits – claims must be made within 3 months of 5 April 2006 if maximum benefit is to be awarded – i.e. relevant claims can only be backdated by 3 months, and for clergy, the second, the base figure for pay and this as follows –

       entry at 1M.51 of the Minister of Religion Supplementary page of the 2005 / 06 Tax Return 
       LESS (1) the gross sum of any voluntary contributions made during 2005 / 06 toward pension (usually 
                        FSAVCs) and found in any of boxes 14.5, 14.9, 14.10 and 14.11 of the CTR, and

                  (2) the gross sum of all gifts under the Gift Aid scheme found at Box 15A.5 of the CTR.

The workings of the Tax Credit regime can be obscure to many yet should you want to work what might be your entitlement turn to the file Tax Credit Calculation
As an approximate guide to the amount of credit you could receive you can get a quick result from applying online at www.inlandrevenue.gov.uk/taxcredits or considering the following table –

APPROXIMATE GUIDE

    Annual                                        Families with children                                                   Families with no children

     income (2)                            One child                              Two children                                                                                                                                                                           
                                  No                Maximum         No                   Maximum                                                           Single adult

                                    childcare              childcare     childcare               childcare        Single            Couple              with a disability
           £                              £                          £                  £                            £                 £                     £                               £

           0                          1,990                  1,990          3,425                      3,435               -                      -                                -

    5,000                          5,015                  9,955          6,460                    13,780               -                      -                            3,565

    8,000                          4,555                  9,495          6,000                    13,320              1,065             2,565                       3,105

  10,000                          3,810                  8,750          5,255                    12,575                 320             1,820                       2,360

  15,000                          1,965                  6,905          3,410                    10,730               -                      -                               515

  20,000                             545                  5,055          1,560                      8,880               -                      -                                -

  25,000                             545                  3,205             545                      7,030               -                      -                                -

  30,000                             545                  1,355             545                      5,180               -                      -                                -

  35,000                             545                     545             545                      3,330               -                      -                                -

  40,000                             545                     545             545                      1,480               -                      -                                -

  45,000                             545                     545             545                         545               -                      -                                -

  50,000                             545                     545             545                         545               -                      -                                -

  55,000                             210                     210             210                         210               -                      -                                -

  60,000                               -                          -                 -                              -                  -                     -                                 -

HOW THE CREDITS ARE MADE UP

                                                                                                                                             2005 – 06              2006 - 07
                                                                                                                                                     £                            £
Child tax credit
Childcare element (up to 80% of eligible costs)                                                                     70%                         80%

     - maximum eligible for 1 child                                                                                   175 per week          175 per week

     - maximum eligible for 2 or more children                                                                300 per week          300 per week
Family element (one only per family)                                                                                      545                         545
Baby under 1                                                                                                                             545                        545

Child element (for each child or young person)                                                                    1,690                      1,765
Addition for disabled child or young person                                                                         2,285                      2,350
Enhancement for severe disabled child or young person                                                         920                         945 
Working tax credit
Basic element                                                                                                                         1,620                      1,665
Lone parent and couple element                                                                                            1,595                       1,640
30-hour element                                                                                                                        660                          680
Disability element                                                                                                                  2,165                       2,225
Severe disability element                                                                                                          920                          945
50+ element – 16 – 29 hours worked                                                                                     1,110                      1,140

50+ element – 30 or more hours worked                                                                               1,660                      1,705

Income thresholds & withdrawal rates
First income threshold                                                                                                            5,220                       5,220

First withdrawal rate                                                                                                                37%                         37%

Second income threshold                                                                                                      50,000                      50,000

Second withdrawal rate                                                                                                          6.67%                      6.67%

First threshold for those entitled to Child Tax Credit only                                                  13,910                       14,155
Income disregarded                                                                                                                2,500                       25,000
SHOULD YOU WANT TO APPLY

If you want to apply you should look out the following before you do so –
     your National Insurance Number    your last P.60 or final payslip         self employment details together                                                      

                                                                                                                      with your unique UTR number

     bank and / or building society details     details of social security benefits                   child benefits                                            
                                                                                                                                     with reference number

     approved childcare provider’s information         details of any other income (pensions, rental, etc.)

THE CALCULATION – TO SEEK FOR AN ESTIMATE TURN TO THE FILE ‘TAX CREDIT CALCULATION’
