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The Early Warning System was developed by CPAG in Scotland to collect and analyse case 

evidence about how changes to the benefit system are affecting the wellbeing of children, 

their families and the communities and services that support them. The case studies help us 

develop an in-depth understanding of the impact of changes to the benefit system and 

identify how policies and services in Scotland can continue to contribute to the delivery of 

better outcomes for children.  

Financial support to low income families to pay for childcare through working tax credits is 

being replaced by the childcare element of universal credit. Families already receiving tax 

credits do not have to do anything just now and will continue to remain on tax credits until 

they are invited claim universal credit. However, people making a new claim for assistance 

with childcare costs have to claim universal credit (UC)  

How is universal credit different to tax credits?  

 Claims are made and maintained online 

 There is no minimum hours of work requirement, however for couples, both partners 

must work with limited exceptions 

 The maximum help available for childcare costs in 85%, an increase from 70%. The 

maximum available for one child is £646.35 a month and for two or more children 

£1108.04 a month.  

 Childcare costs must be reported and evidence on monthly basis. Late reports may be 

accepted in some cases. 

 You can claim childcare costs if you have an offer of a job starting within a month 

 You can claim childcare costs in the month after stopping work, to allow you a chance 

to find another job without losing your childcare place.  

Deposits and payments in advance  
Some childcare providers require a deposit and/or payment in advance when a childcare 

arrangement is entered into. The Government has confirmed that when someone is moving 

into work they can request help with upfront costs from the Flexible Support Fund – a 

discretionary fund operated at a local level.1  Payments from the Flexible Support Fund will be 

paid direct to the childcare provider and are not repayable. However parents are not always 

advised about the availability of the Fund.  

The Flexible Support Fund may help parents who are moving into work, but not parents who 

are changing childcare provider, for example because they are transitioning from nursery to 

before and/or after school care, or who are moving to another area.  

The Government has confirmed that UC claimants will be able to receive a loan to pay for 

their childcare in advance.2 Evidence from the Early Warning System highlights that claimants 

                                                      
1 https://publications.parliament.uk/pa/cm201719/cmselect/cmworpen/2422/242202.htm 
2 https://appguniversalcredit.org.uk/updates/press-release-uc-appg-responds-to-childcare-announcement/ 

https://publications.parliament.uk/pa/cm201719/cmselect/cmworpen/2422/242202.htm


are already struggling financially as a result of repaying the loan (called an advance) that is 

available during the 5 week wait for the first payment of UC claim, especially when coupled 

with deductions for overpayments and other debts. Taking a loan to pay for upfront childcare 

costs is likely to exacerbate ongoing financial hardship.  

 

Reporting and evidencing childcare costs 
In tax credits, claimants could estimate their childcare costs and confirm whether that was 

accurate at the end of the financial year. If there was a change of less or more than £10 a 

week this should be reported when it occurred to avoid over or underpayment. A small 

minority of claimants were asked to provide evidence that they had made the payments to 

the childcare provider.  

In UC claimants must report and evidence that they have paid their childcare costs each 

month before they can be reimbursed. This can represent a sizeable outlay for claimants 

before the money can be recouped.  

A mum's UC assessment period runs from the 23rd to the 22nd of the month. She reported 
her UC costs for the period up to the 22nd October but because her invoice was incorrectly 
dated 23rd October, DWP incorrectly said that they would not pay child care costs for the 
period up to the 22nd October and that they would not pay them in the next assessment 
period either, leaving the mum out of pocket and struggling to pay for her next childcare bill. 
#3253 (3/11/20) 

 

Earlier this year the High Court ruled that the policy of forcing people to pay for childcare up 

front was unlawful because it discriminates against women. DWP appealed and the decision 

was overturned. The mum has now sought permission to appeal to the Supreme Court.  

 

Childcare providers role as an employer 
It is possible that some childcare employees will be receiving universal credit.  

UC claimants who are earning less than a full time national minimum wage may be expected 

to increase their hours of work or increase their rate of pay. Given the restricted operational 

hours of some child care providers, particularly before and after school clubs, staff claiming 

UC may find themselves under pressure to seek additional, or alternative, employment.  

 

Childminders 
Childminders may be in the position of both being in the position of being a childcare 

provider and a self-employed UC claimant.  

Self-employed people will have a minimum income floor applied to their universal credit 

calculation. This is an amount they are assumed to have earned whether they have or not. 

Work coaches have discretion about how much the minimum income floor should be 

depending on individual circumstances. Childminders are limited in the amount they can earn 

https://www.leighday.co.uk/latest-updates/news/2021-news/single-mum-nichola-salvato-will-ask-for-supreme-court-ruling-on-childcare-payments/


because they are restricted number of children they can look after and some will have their 

own children taken into account in that calculation.  

 

Administration error and misinformation  
The Early Warning System consistently receives a high number of cases that highlight issues 

not just with benefit policies, but with the way benefits are administered. Common issues 

include claimants being: 

 underpaid due to DWP error 

 overpaid due to DWP error – which the claimant then has to pay back  

 given incorrect information about whether they are entitled or not 

The case evidence regarding UC and childcare is consistent with this trend.  Errors with UC 

childcare costs can jeopardise claimant’s childcare arrangements.  

A mum claiming childcare costs through UC was getting £1108 when she had two children in 
childcare, but now only has one child attending nursery. The actual cost is £916 a month. This 
is the same amount every month, paid on the first of the month. Her AP runs from the 19th 
of the month. This month she received £270 as her childcare element, the month before it 
was £578. There is no breakdown in the award pdf or her journal so neither client nor her 
adviser have been able to account for the fluctuation.  #330 (8/4/21) 

 
A mum has a UC overpayment going back two years because she declared childcare costs in 
full while receiving childcare vouchers from employer. Mum and adviser feel this is unfair as 
she had provided all information on childcare costs throughout and did not know amount 
covered by vouchers should not have been included. She would have stopped vouchers and 
got 85% from UC instead if she had known, but DWP took two years to identify the 
overpayment, calculate and explain the reason it had accrued #4642 (15/2/21) 
 
 

Gaps in provision  
In order to claim childcare costs, both members of a couple must be working unless there is a 

benefit decision that one of them is too ill or disabled to work just now, or is caring for a 

severally disabled person. There are case studies that highlight instances where childcare is 

required but will not be financially supported by UC.  

A 17-year-old stayed on at school after having a baby. She lives with her partner who works 

full time. They have been awarded UC for housing costs and the child element, but not 

childcare costs because only one of the couple is in work. #1314 

Client is unable to claim childcare costs because her partner is not working (or otherwise 

exempt), but he is required to carry our community service on the days that she is working. 
#4766 

 



A dad is claiming UC for the first time having had his hours cut drastically. His wife will not be 
included in the award as she has no recourse to public funds. Dad wants to continue working 
a couple of days a week and to keep sending his child into nursery while he is working as 
Mum is not able to look after the child alone due to her mental health. Mum can try make a 
credits only claim for contributory ESA (it is not a public fund) to get a work capability 
assessment but this will likely take months and Dad will struggle to pay childcare costs in the 
meantime. #3092 (22/10/20) 
 

Further reading 
You can find out more about support to pay for childcare, including universal credit, tax 

credits, tax free childcare and childcare vouchers in CPAG in Scotland’s factsheet:  

Childcare costs – getting support 

 

Contact us  
If you would like to discuss the content of this report, please contact Kirsty McKechnie 

kmckechnie@cpagscotland.org.uk or 0141 611 7091 

https://cpag.org.uk/welfare-rights/resources/factsheet/childcare-tax-credits-and-other-help
mailto:kmckechnie@cpagscotland.org.uk

