Child Benefit and credits towards State Pension

Circe Welfare Officer role

Changes in family circumstances such as redundancy or a lesser remunerated role might mean that a
decision made in the past might usefully be revisited by parents.

e it may be that Child Benefit was not put into payment, due to the operation of the tax
system as an income threshold was triggered, but could now be claimed

o the way credits associated with Child Benefit were originally allocated towards a parent’s
State Pension might be revisited in the light of changed circumstances, prospects, and
updated State Pension forecasts to better work for the couple

From 6 April 2010

Since 6 April 2010 if a child is under 12 and a parent is not working or does not earn enough to pay
National Insurance contributions, Child Benefit can generate National Insurance credits to protect
the build-up of that parent’s own State Pension. Although Child Benefit can be paid until age 16 the
protection towards State Pension ends once the youngest child reaches age 12.

These credits can be awarded even though Child Benefit is not actually paid provided registered for
Child Benefit.

For some people there may be reasons for not receiving Child Benefit once their individual ‘adjusted
net income’ exceeds £50,000 a year. ‘Adjusted net income’ is total personal taxable income before
any personal allowances and less things like Gift Aid.

Once over the £50,000 threshold a High-Income Child Benefit Tax Charge applies. With ‘adjusted net
income’ income at £60,000 a year or more there is no benefit at all in receiving Child Benefit as the
tax wipes out the value of the benefit. There is a calculator on this website that will help those with
income over £50,000 but under £60,000 a year.

https://www.gov.uk/child-benefit/what-youll-get

If ‘net adjusted income’ is over the threshold the parent can choose to either: -

o receive get Child Benefit payments, and pay any tax charge at the end of each tax year, or
e choose not to receive any Child Benefit payments, and not pay the tax charge

Where the choice is made not to receive payment of Child Benefit then the claim form still needs to
be completed and it made clear on the form that actual payment of the Child Benefit is not wanted.
In that way the National Insurance credit towards State Pension can be registered.

Should circumstances change and income fall below the thresholds then Child Benefit payment
can be restarted or put into payment for the first time. Therefore, it pays to keep this status under
periodic review.

For contact details for any queries or help to resolve matters visit: -

https://www.gov.uk/child-benefit/get-help-with-your-claim
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Before 6 April 2010

Before the changes that came into force on 6 April 2010 a parent receiving Child Benefit for a child
under 16 between 6 April 1978 and 5 April 2010 could have received Home Responsibilities
Protection (HRP) but that might not have been awarded automatically or recorded correctly on the
system for them. If that is the case then a claim for HRP can be made to so protect their State
Pension build-up. Visit

https://www.gov.uk/home-responsibilities-protection-hrp/how-to-claim

Switching the credit between parents

It may well be that the way the credits operated before may not be to their best advantage in the
light of changed circumstances. It might be better, with the benefit of hindsight, to have been
claimed or awarded to the other parent. It is possible to arrange a transfer but clearly it pays to
check the impact on the State Pension forecast for both individuals before making such a transfer.

Period on or after 6 April 2010

It is possible to transfer credits from a spouse or partner who received Child Benefit for a child under
12 by an application to transfer Class 3 credits.

Visit https://www.gov.uk/government/publications/national-insurance-credits-for-parents-and-
carers-cf41la

Period before 6 April 2010

It is possible to transfer credits from a spouse or partner who received Child Benefit for a child under
16 by an application to transfer the HRP between parents to gain the Class 3 credits.

Visit https://www.gov.uk/government/publications/national-insurance-application-form-for-home-
responsibilities-protection-cf411

Source: www.gov.uk website
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