
 

 

12. Tax credits: moving on to universal 
credit 
 

Updated August 2014 

 

Tax credits: moving on to universal credit is one of a series of Child 
Poverty Action Group leaflets giving guidance to advisers and those 
working with families about aspects of the tax credit system of particular 
concern. Child Poverty Action Group promotes action for the prevention 
and relief of poverty among children and families with children. 
 
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. Tax credits are gradually being 
replaced by Universal credit. Universal credit is being introduced area by area, but is 
not due to be available everywhere until 2016. The process of transferring most 
people from tax credits to universal credit is planned to be completed by the end of 
2017. Universal credit also includes support for childcare costs, although the details 
under which claims will be introduced for people with children are not yet available. 
You can still claim tax credits if you are not entitled to universal credit  

 



Tax credits – moving on to universal credit 

This leaflet explains what happens to your tax credit award with the introduction of a new benefit, 

universal credit. Tax credits and working age means-tested benefits are being abolished and replaced 

by universal credit, which is gradually being introduced in 2014 and 2015 for limited groups in 

selected areas. If you are entitled to universal credit, you cannot make a new claim for tax credits.   

 
You cannot get tax credits and universal credit at the same time, and you do not normally have a 
choice about which one to claim or when to move from tax credits to universal credit. If you are 
already getting tax credits when universal credit is introduced in your area, you continue to get them 
and can renew your claim until you are moved on to universal credit. If universal credit has not been 
introduced in your area and circumstances, you can still make a new claim for tax credits for 2014/15.  

 

Timetable 

 Tax credits Universal credit 

October 2013 Existing tax credit claimants 
continue to get tax credits. 
 
New tax credit claims can be 
made as long as not entitled to 
universal credit. 

Universal credit introduced in 
selected areas for new 
claimants. 
 
New claims for universal credit 
in these areas from limited 
group of single jobseekers only. 
 

April 2014 - 2015 New tax credit claims are still 
accepted if universal credit has 
not been introduced in your 
area and circumstances.  
 
Existing tax credit claims may 
be renewed. 

Universal credit tested in ten 
areas of Great Britain.  
 
Claims extended to couples 
from summer 2014 and families 
with children from autumn 2014.  
 
Universal credit to extend to 
other areas, starting in north 
west of England, from summer 
2014. 
 
 

2016 It is intended that new claims 
will no longer be accepted for 
tax credits in most areas and 
circumstances. 
 

Existing tax credit claimants 
may begin to move onto 
universal credit. 

end 2017 Tax credits abolished – majority 
of tax credit claimants moved 
onto universal credit. 

Universal credit replaces tax 
credits and working age means 
tested benefits. 
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Main differences between tax credits and universal credit 

Basics 

Tax Credits 

Tax credits are means-tested support for 

people with children and people in work. 

There are two types of tax credit; child tax 

credit and working tax credit. You claim them 

together and you may get either or both. 

If you are responsible for a child, you can get 

child tax credit whether or not you are in work. 

You can only get working tax credit if you are 

working the sufficient number of hours, which 

depends on your circumstances. 

If you get tax credits, you can also claim 

housing benefit to help with your rent. 

If you get child tax credit, you may also be 

entitled to other benefits for adults such as: 

• income support  

• income-based jobseeker’s allowance  

• income-related employment and 

support allowance  

Universal credit 

Universal credit is a new working age means-

tested benefit. 

Universal credit is a single benefit that includes 

amounts for adults, children and housing 

costs. 

You can get universal credit whether or not 

you have children. 

You can get universal credit whether or not 

you are in work. 

If you get universal credit, you cannot get any 

of the benefits it replaces: 

• income support  

• income-based jobseeker’s allowance  

• income-related employment and 

support allowance  

• housing benefit  

 

 

Administration 

Tax Credits 

Tax credits are administered by Her Majesty’s 

Revenue & Customs (HMRC).  

Claims must be made in writing on Form 

TC600.  

Enquiries can be made to the Tax Credits 

Helpline 0345 300 3900 (Textphone 0345 300 

3909).  

HMRC offers face-to-face support for those 

customers it identifies as needing ‘extra help’.  

.  

You can still make a new claim for tax credits 

as long as you are not entitled to universal 

credit.  

Universal credit 

Universal Credit is administered by the 

Department for Work & Pensions (DWP).  

Claims must usually be made online but can 

be accepted by telephone.  

Most ongoing contact should also be online, 

but enquiries can be made to the Universal 

Credit Helpline on 0345 600 0723 (Textphone: 

0345 600 0743).  

Face-to-face support is provided in partnership 

with local authorities.  

You cannot claim universal credit until it has 

been introduced in your area and 

circumstances.  
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Main differences between tax credits and universal credit 

Working hours 

Tax Credits 

The tax credits system has strict rules about 

how many hours you must normally work to be 

entitled to working tax credit (WTC). You can 

qualify for WTC if you are working: 

 at least 16 hours a week, and  

o you are a single claimant 

responsible for a child; or 

o you are part of a couple 

responsible for a child, and your 

partner is disabled, a carer, in 

hospital or in prison; or 

o you are a disabled worker;or 

o you are a worker aged 60 or over. 

 

 at least 24 hours a week, and 

o you are part of a couple 

responsible for a child (and you do 

not fall into the above category of 

16 hours). You can combine your 

hours, as long as one of you is 

working at least 16 hours a week. 

If only one of you works for at 

least 24 hours a week, you qualify. 

 

 at least 30 hours a week, and 

o aged 25 or over 

If you stop working enough hours to qualify for 

WTC, you must report this to HMRC, or else 

you are likely to be overpaid.  

There is a four-week run-on after stopping 

work during which you are still entitled to WTC. 

Universal credit 

Universal credit has no rules about how many 

hours you must work. It also replaces income 

support, income-based jobseeker’s allowance 

and income-related employment and support 

allowance. You cannot normally qualify for 

these benefits if you are working 16 hours a 

week or more, or if your partner is working 24 

hours a week or more. Universal credit also 

replaces housing benefit, which can be 

claimed whether in or out of work, regardless 

of hours but depending on income. 

You can get universal credit whether you are 

in or out of work, and you continue to get it if 

you stop working. 

You can get universal credit if you are under 

25 (although you usually have to be at least 

18). 

You cannot get universal credit if you are over 

the qualifying age for pension credit, (gradually 

rising but is around 62 in April 2014), unless 

you have a partner of working age.  

There are rules about conditionality in 

universal credit, so that if you are doing some 

work you are normally expected to look for 

more work, as much as you are able to do, or 

until you are earning at least 35 x the minimum 

wage a week. If you are self-employed, you 

may be assumed to be earning at least the 

minimum wage for the amount of hours you 

have declared. 
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Main differences between tax credits and universal credit 

Childcare costs 

Tax credits 

To get help with childcare costs in working tax 

credit, you must be working at least 16 hours a 

week if you are a lone parent. If you are part of 

a couple, you must both be working at least 16 

hours a week, unless the non-working partner 

is disabled, a carer or in hospital or prison.  

The amount of help you can get is restricted to 

70% of your actual costs, within weekly limits 

which mean the most you can get is £122.50 a 

week for one child, or £210 a week for two or 

more children.  

You can only get help with childcare costs 

once you start work, and the work must be 

expected to last at least 4 weeks. If you stop 

work, or drop below 16 hours a week, there is 

a four-week run-on during which you can still 

get help with childcare costs. 

You must calculate your average weekly 

childcare costs when you claim. You only need 

to report a change in childcare costs if they go 

up or down by of at least £10 a week for four 

weeks in a row. You must check your childcare 

costs shown on your award notice and in the 

annual review.  

 

 

 

Universal Credit   

To get help with childcare costs in universal 

credit, you must be working, regardless of the 

number of hours. If you are part of a couple, 

you must both be working, unless the non-

working partner has been assessed as having 

limited capability for work, or is a carer or is 

temporarily absent. It does not matter how 

many hours you work, as long as the amount 

of childcare is not considered excessive.  

The amount of help you can get is to currently 

70% of your actual costs within monthly limits 

of £532.29 for one child and £912.50 for two or 

more children (in 2014/15). This is to be 

increased from 2016 to 85% of your actual 

costs, within monthly limits of £646 for one 

child or £1108 for two or more children.  

You can get help with childcare costs in 

universal credit before you start work, if you 

have an offer of a job that is due to start in the 

next month. Your childcare costs can include a 

charge for a deposit, advance or retaining fee.  

If you stop work, you can still get help with 

childcare costs for the following month.  

You must report your actual childcare costs 

paid on a monthly basis. If you do not report 

childcare costs within the time allowed, you 

cannot get help with the costs for that month. 
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Main differences between tax credits and universal credit 

Income 

Tax credits 

Tax credits take into account annual income in 

a complete tax year, from 6 April in one year to 

5 April the next. It is your gross taxable 

income, before tax and national insurance but 

after any contribution to a pension scheme. If 

you are a couple, it is joint income. 

You must usually declare your actual income 

at the end to the tax year, in the annual 

declaration, as part of the annual review. You 

must declare earnings and any other income 

that is not disregarded.  

Your tax credits award is initially based on 

your income in the previous tax year. For 

working tax credit, if your income is below the 

threshold of £6,420, you are entitled to your 

maximum tax credits award. If your income 

exceeds this threshold, your tax credits are 

reduced at a rate of 41%, so that you in effect 

keep 59p in every pound. However, your tax 

credits also count as income for housing 

benefit.  

If your income goes up from one year to the 

next, there is a disregard of £5,000. This 

means that if your income goes up by less 

than £5,000, your tax credits award for the 

current year is not reduced to reflect your 

higher income. This serves as a significant 

incentive to start work or increase earnings. 

However, it can also lead to overpayments or 

a sudden drop in the tax credits award in the 

following year.  

If your income goes down from one year to the 

next, there is a disregard of £2,500. This 

means that if your income goes down by less 

than £2,500, your tax credits award for the 

current year is not increased to reflect your 

lower income.  

There is no capital limit for tax credits, but 

interest and other payments from some 

savings and investments count as income. 

Universal Credit 

Universal credit takes into account your 

income in a monthly assessment period. This 

is a period that ends on the same day in each 

calendar month. It is your net earnings, after 

tax, national insurance and contribution to a 

pension scheme. If you are part of a couple, it 

is joint income.  

You should  not  need to declare your earnings 

as an employee, as information on how much 

you have been paid should be provided to 

HMRC by your employer and available to the 

DWP, however it is important to check with 

your employer to make sure your earnings are 

being reported. You must still declare 

pensions, self-employed earnings, contributory 

benefits, and any other income that is not 

disregarded.  

Income other than earnings reduces your 

universal credit award pound for pound.  

Your universal credit award is based on your 

actual earnings in a month. You have a work 

allowance (the amount depends on your 

circumstances), which is the amount you are 

allowed to earn before your universal credit 

starts to be reduced. Your universal credit 

award is then reduced at a rate of 65% of your 

earnings above your work allowance, so that in 

effect you keep 35p in every pound.  

Universal credit includes help with rent, so you 

do not have to claim housing benefit as well.  

Whether your income goes up or down, 

universal credit should be adjusted to reflect 

your actual income each month.  

You cannot usually get universal credit if you 

have more than £16,000 in capital. If you are 

getting tax credits and you have savings or 

investments of more than £16,000 when you 

are moved onto universal credit, the 
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government has said you will be entitled via a 

top-up payment. 

 

 

New claims 

From October 2013, universal credit is being introduced for a limited group of single jobseekers in 

selected areas of Great Britain.  From the summer of 2014, couples have been able to claim universal 

credit. Claims from families with children are due to be introduced in autumn 2014. 

Once universal credit has been introduced in your area and circumstances, it is intended that you 

cannot claim tax credits.  

New tax credit claims are still accepted as long as you are not entitled to universal credit.  

Once you start getting universal credit, you cannot claim tax credits. This means that if you are getting 

universal credit and you start work, or have your first child, you cannot make a new claim for working 

tax credit or child tax credit, so you must report the change for universal credit instead. 

If you are claiming tax credits as a single person and you become part of a couple with someone who 

gets universal credit, your tax credit award ends and you claim universal credit jointly as a couple.  

Stopping tax credits 

If you are already getting tax credits when universal credit is introduced, you can continue to get tax 

credits. Your tax credit award may be renewed for 2014/15 and subsequent years, until HMRC writes 

to you to notify you that your tax credits award is being stopped and you are being moved onto 

universal credit.  

This may happen at any time, and your tax credits award may be finalised during a tax year rather 

than waiting for the annual review at the end of a tax year, as is currently the case. Your tax credits 

award will be finalised by using an income figure based on what you have actually earned up to the 

point in the year when you move onto universal credit. This means your tax credits award will reflect 

your actual income at the point when you move onto universal credit, not your previous year income.  

Top-up payments 

An additional amount of universal credit is payable in some cases to ensure that you are not worse off 

when you stop getting tax credits. There is also provision to allow an advance payment so that you 

are not left without any money while waiting for your first payment of universal credit, which will be 

paid monthly, although DWP guidance is that it intends to accept advance claims only in very limited 

circumstances.  

Overpayments 

If you have an outstanding overpayment of tax credits when you move onto universal credit, it can be 

deducted from your universal credit award. Even if you stop getting universal credit, it can still be 

treated as an overpayment of universal credit and collected or pursued by the DWP. Overpayments of 

universal credit are treated in a similar way to tax credits; all overpayments are recoverable and there 

is no right of appeal against the decision to recover. There is a code of practice on recovery and you 

can ask the DWP to use its discretion not to recover overpayments if you met your responsibilities or 

in exceptional circumstances.   

 



Tax credits – moving on to universal credit 

Further information and advice 
 
Child Poverty Action Group 
0207 833 4627 advice line for advisers on benefits and tax credits, 
Monday to Friday 10am to noon and 2pm to 4pm 
 
Email: advice@cpag.org.uk  
enquiries that are specifically about child benefit, tax credits or any other HMRC-administered benefits 
  

Website: www.cpag.org.uk/tax-credits 
for more tax credit leaflets from CPAG 
 
CPAG publishes the Welfare Benefits and Tax Credits Handbook, a comprehensive 
guide to benefits and tax credits for claimants and advisers. 
 
CPAG’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  
Telephone: 0345 300 3900 
Textphone: 0345 300 3909 

Website: www.hmrc.gov.uk 
 
Department for Work & Pensions 
Universal Credit Helpline 
Telephone: 0345 600 0723 
Textphone: 0345 600 0743 
Website: https://www.gov.uk/universal-credit  
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