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1. Introduction 

Plans to cut Working Tax Credits for people on low paid employment were set out In the 

Conservative Government Summer Budget and the Welfare and Work Bill which is currently passing 

through parliament.  

 

In September the House of Commons voted to reform Working Tax Credits, a move that would 

effectively reduce the income of around 3 million working families in the United Kingdom. To pass 

into law this decision has to be agreed by the House of Lords; this week the House of Lords voted on 

the proposals.  

 

2. How did the House of Lords Vote?  

The House of Lords have not voted to abolish the proposals, they merely voted for a motion to delay 

the cuts to existing Working Tax Credit recipients until transitional protection is in place.  

 

3. What does this mean for people?  

The decision means: 

a) The proposed changes to Working Tax Credits will go ahead as planned for people who 

apply on, or after, 6 April 2016. 

b) Cuts to Working Tax Credits for people receiving them before 6 April 2016 will be delayed, 

but will still happen.  

c) The Government will have to develop transitional protection for people who are in 

receipt of Working Tax Credits before 1 April 2016, to soften the blow of the cuts before 

they are introduced.  

 

4. What does the change mean for people applying for Working Tax Credits on, or 

after, 1 April 2016? 

 

The rules around Working Tax Credits are complicated, they are based upon your personal 

circumstances, the number of hours you work and the amount of money you earn.  

 

a) Personal Circumstances & Working Hours 

To qualify for Working Tax Credits you must be over 25 and:  

 Single people and couples must work 30 hours per week; 

 Single parents, disabled people and those over sixty years old must work at least 16 hours 

per week; 

 Couples with children must work at least 24 hours per week (jointly).  



If you qualify for Working Tax Credits you will receive a basic element of £1,960 per year on top of 

your salary, there are other premiums available to couples, single parents, those who pay for 

childcare and people with a disability.  

 

b) Earning Threshold 

The earnings threshold is the point at which you become ineligible to receive Working Tax Credits. At 

the moment it is £6,420 per year. This means that for every pound an individual or family earns 

above £6,420 their Working Tax Credit will be reduced by 0.41p in the pound.  

 

If you apply for Working Tax Credits on, or after, 6 April 2016 this earnings threshold will reduce to 

£3,850. Also, for every pound an individual or family earns above this amount their Working Tax 

Credits will be reduced by 0.48p in the pound.  When implemented, the reduction to Working Tax 

Credit payments for new claimants is likely to be significant.  

 

 5. What happens now?  

The Government have not announced how they plan to progress with the changes to Working Tax 

Credits for those currently receiving them. We are also awaiting information on how the policy will 

operate for those who are receiving Working Tax Credits but change job after the 6 April 2016. 

 

This briefing will be updated as new information is released.  

 

6. More Information 

If you would like more information about this briefing contact Johanna on 0141 271 2302 or email 

johanna.speirs@gcvs.org.uk.  
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