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Introduction
We hope that the information in this booklet will be useful to you.  It is correct at the time of updating in March 2010.  We understand that the issues are complicated and we would recommend that you contact our Student Finance Advisers to check out what you may be eligible to apply for and entitled to receive. 
Means-Tested Benefits

The majority of full-time students are not eligible for Income Support, Jobseeker’s Allowance, Employment and Support Allowance, Housing Benefit, nor Council Tax Benefit during their ‘period of study’.  The ‘period of study’ is from the first day of the course until you complete your studies, withdraw or are requested to leave the course.  This includes any vacations during the course and any periods when you take time out (there are some exceptions, see below).
If you are ‘between’ courses, for example have completed a first degree but intend to start a postgraduate course, you are eligible to claim benefits as you are not within a ‘period of study’.

Some students are deemed to be in ‘vulnerable groups’ and are eligible to claim certain benefits.  The main eligibility criteria for students for each benefit are:

Income Support (IS)

-
lone parents, including foster parents, if you have a child  under 10 years until 25 October 2010.  From 25 October 2010 your youngest child will need to be under 7 for you to be eligible to claim IS.*
-
if you have a disability, have been receiving IS and you qualify for the disability or severe disability premium you will continue to be eligible for IS
*At the time of updating this booklet, the government has announced that it intends to bring in a law to allow single parent students with children under 16 to claim IS (rather than JSA) during the summer vacation.  This is not yet definite. 

Job Seekers Allowance (JSA)

-
if you are couple who are both full-time students and you have responsibility for a child, one of you can claim JSA during the summer vacation if looking for work, or
-
if you are a lone parent with a child in ‘relevant education’, but you are not eligible for IS because of your child’s age (see above), you can claim JSA during the summer vacation if you are looking for work, or
-
if you are waiting to return to your course having taken approved time out due to an illness or a caring responsibility that has come to an end, you can claim JSA until you re-start your studies
Income-based Employment and Support Allowance (ESA)

This benefit was introduced in October 2008 and replaces IS for people with a limited capacity for work.  Only full-time students who receive Disability Living Allowance are eligible to claim this.
Housing Benefit (HB) and Council Tax Benefit (CTB) 
-
if you are in receipt of IS or income based JSA or ESA, or
-
if you are a couple who are both full-time students and have responsibility for a child, you can claim throughout the full year (not just the summer as for JSA), or
-
if you are a lone parent, including foster parents, of a child up to 19 who is still in full-time education, or
-
if you qualify for the disability or severe disability premium, receive a DSA due to deafness or have been incapable of work for 28 weeks, or
-
if you are of pensionable age
The non-student partners of students can continue to claim the above benefits if they fulfil the usual eligibility criteria – but certain student income affects how much they will receive.
Student Funding and Means-Tested Benefits

Although you may be eligible to claim the above benefits, how much you may actually be entitled to get will depend on your income. This includes certain student funding income. 

The annual amount of Maintenance Loan has amounts deducted that are assumed to be for the costs of books and equipment (£390 in 2009/10) and travel (£303 in 2009/10).  
For non-final year students the Maintenance Loan is then divided over the number of benefit weeks from the beginning of September until the end of June (42 or 43 weeks); for final year students it is divided by the number of benefit weeks from the beginning of September until the end of the course.
A further £10 per week is then deducted from Maintenance Loan income as it assumed to be for study costs.
If you do not take out the full amount of Maintenance Loan to which you are entitled, you are treated as having it as available income anyway (it is treated as ‘notional income’).

The Adult Dependants Grant under the Student Support system is treated as income over the same period as the Maintenance Loan.
If your partner is claiming benefits and you receive the Maintenance Grant, this grant income is taken into account in the calculation of your partner’s benefits. 
The following grants are for study costs and so are ignored in calculating benefits:

Childcare Grant
Parents Learning Allowance
Special Support Grant
University Bursary (if you receive the Special Support Grant)
NHS Bursaries are treated as income over 52 weeks (but the ‘reduced rate’ maintenance loan available to degree students is treated over 42/43 weeks).
The Social Work Bursary for trainee social workers is also treated as income over 52 weeks.
Payments from the University’s Access to Learning Fund should be disregarded.
In practice, lone parents in receipt of Child Tax Credit and receiving Student Support funding (but no other income such as maintenance or earnings) do not usually get any IS during the 42/43 week period but do get Housing Benefit.
Example 
Lone parent with one child aged under 7.  Rent = £80 per week.  First year in 2010.  Funded through the Student Support system.   (2010/11 funding figures; 2010/11 benefit figures – 2009/10 disregards for travel and books/equipment)


Receives: Maintenance Loan of £4950


Special Support Grant of £2906* 


University Bursary of £750* 


Parents Learning Allowance of £1508* 



Child Benefit of £20.00 pw*


Child Tax Credit of £54.56 pw
* Ignored in calculating benefits

Income Support ‘Applicable Amount’ ie maximum amount = £65.45pw for a lone parent.

Maintenance Loan income for IS (and HB):

£4950 minus £390 (books) minus £303 (travel) = £4257
Divided by 42 weeks = £101.36 minus the £10.00 disregard = £91.36 pw

Weekly Maintenance Loan income (£91.36) is more than the IS Applicable Amount (£65.45) so there is no entitlement to Income Support in the September-June period
Housing Benefit Applicable Amount: 



£65.45 – lone parent



£57.57 – 1 child



£17.40 – family premium



£140.42pw

Income for HB:
£91.36 – Maintenance Loan



£54.56 – Child Tax Credit



£145.92 pw

£145.92 (income) minus £140.42 (AA) = £5.50 ‘difference figure’ x 65% taper* = £3.58 contribution to rent

£80.00 (rent) minus £3.58 contribution to rent =
 £76.42 pw Housing Benefit
*It is assumed that you will use 65% of your income above the applicable amount for living costs to pay towards housing costs.
NB  This is a relatively straightforward example.  The calculation of benefits is complex.  Please seek advice about your own entitlement.
First Year Students
If you receive of any of these benefits and you fall into the groups of students who are eligible to continue claiming you will need to inform the Department for Work and Pensions (DWP) and/or your Council that you are becoming a full-time student.  You will need to provide them with your Student Support or/and NHS Bursary notification (showing how much you will receive in loans and grants) for them to make a reassessment.   You should not be treated as a ‘student’ until you actually enrol on your course of study – your student income is however still divided over the period from the beginning of September (this works out slightly to your advantage).
If you apply to the University’s Access to Learning Fund, we will need evidence of the welfare benefits you receive. 
Summer Vacation

The Maintenance Loan, Maintenance Grant and Adult Dependants Grant under the Student Support system are treated as income until the last day of the last benefit week before the end of June.
You should, therefore, contact the DWP and your Council to re-apply for benefits, or ask them for your benefits to be re-assessed, for the summer vacation.  Depending on any other income you may have, for example maintenance, you may receive full or a greater entitlement to IS and HB during July and August.

Your benefits will then again be re-assessed at the beginning of September.  You are treated as having student funding from the beginning of September even though you will not receive it until the beginning of the actual academic year.
You should apply to the University’s Access to Learning Fund in the summer for assistance during this period – this helps to make up for the reduction in your benefits. 

Council Tax and Council Tax Benefit (CTB)
Certain types of property are exempt from Council Tax including student halls of residence and ‘dwellings occupied only by students’.  If, for example, you are the only adult in your home you may not have had to pay any Council Tax because you have been in receipt of full CTB.  When you become a full-time student your home will become a ‘dwelling occupied only by students’ and exempt from the Council Tax – so you do not need to claim CTB even if you are eligible to apply.

If you share your home with your spouse or partner (who is not a student), and you are the only two adults in the property, you should receive a 25% reduction in your Council Tax bill when you become a full-time student.  This is simply due to your status as a student.  Your, and your spouse or partner’s, income doesn’t matter to qualify for this ‘status discount’.

You will need to inform your Council’s Council Tax Section that you are becoming a student.  You will need to give them a Council Tax Certificate from the University.  
Benefit Fraud and Overpayments
Becoming a full-time student is a ‘relevant change of circumstances’ for all welfare benefits; you must notify the DWP and/or Council that you are a student and provide them with evidence of your funding.  If you don’t do this it could lead to suspicion of benefit fraud (a criminal offence) and/or you will have to repay any benefits you were not entitled to receive.  In some circumstances it is possible to challenge a decision to recover overpayments of benefits – if you have provided all the necessary information to the DWP/Council regarding your circumstances and student income.
Non Means-Tested Benefits

Disability Living Allowance (DLA)

This benefit is paid to people who are assessed by the DWP to have care and/or mobility needs.  These needs do not change when you become a student and so your DLA should continue.  DLA will only change if your care and/or mobility needs change. 
Incapacity Benefit (IB)

If you have been receiving Incapacity Benefit (IB) you will need to inform the DWP that you are becoming a full-time student.  Becoming a student may not necessarily affect your continued eligibility for IB.  However, your ability to study, and your ability to undertake any work placements, may be taken into account if you are required to undergo a personal capability assessment for IB.
Contributions-based Employment and Support Allowance (ESA)

This benefit replaced Incapacity Benefit in October 2008 for people who are treated as having a limited capacity to work.  As with IB this may not be affected if you become a full-time student on a course which involves less than 21 hours per week ‘supervised study’.

The definition of ‘supervised study’ has been the subject of legal cases over many years.  Seek advice if the DWP question the number of hours per week your course involves.
Carer’s Allowance (CA)
If you have been receiving Carer’s Allowance (CA) because you are providing care for somebody else, you need to inform the DWP if you become a full-time student.  If your course is deemed to involve less than 21 hours per week of ‘supervised study’ you may continue to receive CA. 

The definition of ‘supervised study’ has been the subject of legal cases over many years.  Seek advice if the DWP question the number of hours per week your course involves.
Tax Credits

The calculation of Tax Credits is complicated and the information below is just an overview.  We have used the relevant annual figures but when Her Majesty’s Revenue and Customs (HMRC) makes calculations they convert annual figures into daily figures and then re-convert these into annual figures - so their calculations come out slightly different to the normal annual figures.

What are Tax Credits?

Tax Credits come in two parts: Child Tax Credit (CTC) and Working Tax Credit (WTC).  CTC is for families with children or young people.  WTC is for families and some individuals who have relatively low earnings.

They are administered by Her Majesty’s Revenue and Customs (HMRC). 

Applying for Tax Credits

Applications for both CTC and WTC are made on the same form – TC600 which you can get by telephoning 0845 300 3900.  The HMRC website has information on applying:

www.hmrc.gov.uk/taxcredits
Child Tax Credit (CTC)
You qualify for CTC if:

-
you have at least one dependent child, or young person aged 16-20 who is in full-time non-advanced education or are in approved training, for whom you are responsible and who normally lives with you (usually someone you receive Child Benefit for); and

-
your income is sufficiently low; and

-
you are ‘present’ and ‘ordinarily resident’ in the UK; and

-
you are not ‘subject to immigration control’.

CTC is made up of a combination of ‘elements’.  From April 2010 the annual rates are:

Family Element




£545

Family Element, Baby Addition

£545

Child Element





£2300
Disabled Child Element



£2715
Severely Disabled Child Element

£1095
The Family Element is included once in all assessments but you can also receive the ‘Baby Addition’ if you have a child aged under 12 months. 

You receive a Child Element for each child or young person.

The Disabled Child Element is added for each child/young person who receives Disability Living Allowance (DLA) or who is registered blind.  The Severely Disabled Child Element is added for each child/young person who receives the higher rate of the care component of DLA.

For example:

If you have one child aged more than 12 months your maximum CTC would be £2845 (£545 + £2300) from April 2010 to April 2011. 

If you have 2 children aged over 12 months your maximum CTC would be £5145 (£545 + £2300 + £2300).

If you have 2 children one of whom is under 12 months your maximum CTC would be £5690 (£545 + £545 + £2300 + £2300). 

The income of both you and your spouse/partner is taken into account – applications must be joint if you are in a couple.

You can receive the maximum CTC if your annual gross taxable income is less than the ‘income threshold figure’ of £16,190 (from April 2010) if you are entitled only to CTC and not Working Tax Credit (WTC, see below).  It is gross taxable income that is taken into account - such as earnings, a small number of welfare benefits and income from investments, property etc.

The only part of full-time student funding that is included as income is the Adult Dependants Grant under the Student Support system; if you receive this grant, however, it is unlikely that your assessed family income would reach this ‘income threshold figure’.

If you have taken out a Professional and Career Development Loan to fund your studies, the element for living costs (rather than tuition fees) may be taken into account.

Maintenance and Child Support payments are ignored.

CTC is paid directly into the bank account of the main carer in the household on a weekly or 4 weekly basis.

Working Tax Credit (WTC)

You qualify for WTC if:

-
you or your partner are in full-time paid work (see below); and

-
your income is sufficiently low; and

-
you are ‘present’ and ‘ordinarily resident’ in the UK; and

-
you are not ‘subject to immigration control’.

To be in full-time paid work:

-
you must be responsible for a child or qualifying young person and work at least 16 hours per week; or

-
you must have a disability that puts you at a disadvantage in getting a job and work at least 16 hours per week; or

-
you must be aged at least 25 and work at least 30 hours per week; or

-
you must be aged 50 or over, have been receiving Income Support, Jobseeker’s Allowance or Incapacity Benefit for at least 6 months, and work at least 16 hours per week.

It is not usually advisable for full-time students to work more than 16 hours per week as this can have a detrimental effect on studies.  You may, however, have a spouse/partner who fulfils the above criteria.

WTC is also made up of a combination of ‘elements’.  From April 2009 the annual rates are:

Basic Element





£1920
Couple/Lone Parent Element


£1890

Disabled Worker Element


£2570
Severe Disability Element


£1095
30 Hour Element




£790
50+ Return to Work (16-29 hours)

£1320
50+ Return to Work (30+ hours)

£1965
Childcare (up to 80% of)



- 1 child (per week)


£175



- 2+ children (per week)

£300

The Basic Element is included in every calculation with the Couple/Lone Parent Element added as appropriate.

The Disabled Worker Element is included if you or your spouse/partner qualify through the disability route (2 elements are added if both in a couple satisfy the disability criteria); the Severe Disability Element is added if you are in receipt of the higher rate of the care component in DLA or the higher rate of Attendance Allowance.

The 30 Hour Element is included if you or your spouse/partner works at least 30 hours per week, or if you are a couple with responsibility for a child/young person, where one of you works at least 16 hours per week and the total hours you work between you equals 30 or more.  The 50+ Element is included for up to 12 months for those aged 50+ who are returning to work.

The Childcare Element is included in respect of charges for ‘approved’ childcare for each child to the September following their 15th birthday (or following their 16th birthday if the child is in receipt of DLA or is registered blind).  It is included for lone parents who work at least 16 hours per week or couples if both are working at least 16 hours per week, or one works at least 16 hours and their partner is incapacitated.

NB  if you are eligible for both the Childcare element of WTC and the Childcare Grant under the Student Support system or NHS Bursary you must choose  to receive one or the other (you cannot have both!).  As WTC pays up to 80% of actual costs and the Childcare Grant pays up to 85%, in most cases it would be beneficial to choose the latter.  If you choose to give up your job or reduce your hours of work to less than 16 per week whilst you are studying, you can still get the Childcare Grant but you could lose the childcare element of WTC if you were receiving this.

As with CTC, the elements of WTC to which you are eligible are added up to give a maximum entitlement.  If you are also eligible for CTC, the maximum entitlement to WTC and CTC are added together and then compared to your gross income.

The ‘income threshold figure’ for those eligible for WTC is £6420.  If your gross income is less than £6420 you will be entitled to receive the maximum WTC (and CTC if eligible).  If your income exceeds £6420, your maximum tax credit is reduced by 39% of the excess income.

For example, if your annual income for tax credits purposes is £10,000, this exceeds the income threshold figure of £6420 by £3580.  Thirty nine per cent of £3580 is £1396.20.  Your tax credits for the year would therefore be your maximum entitlement minus £1396.20.

When excess income reduces the maximum tax credit entitlement, the tax credit payment will be made up of elements according to a hierarchy to ensure that tax credits for children and childcare are paid before WTC.  So, excess income reduces your Tax Credits in the following order:

· the elements of WTC not including childcare are taken away first

· then the childcare element of WTC

· then the elements of CTC other than the family element.

(Families with an income of up to £50,000 per year will receive the full family element of CTC.  The family element is reduced by 6.67% on income over £50,000.)

WTC is paid directly into your bank account from HMRC.

Changes in Circumstances

Tax Credits are calculated on your income from the previous tax year and your entitlement is re-calculated at the end of the current tax year.  This re-calculation makes adjustments for the following tax year and takes into account any over/underpayments you may have received.

During a tax year, however, you must tell HMRC if you are no longer in a couple or if you go from being single to part of a couple.

To avoid large over/underpayments happening it is useful to inform HMRC of other relevant changes in circumstances that could affect your entitlement.  For example, changes in your earnings, significant changes in your working hours, or dependent children leaving education.  If you cease to work or reduce your hours of work when you become a full-time student you should inform HMRC to have an assessment made on current year income.

Increases in income of less than £25,000 a year do not change your current tax year payments of Tax Credits.  In the following year, however, when your increased income is taken into account you may be assessed as having been paid too much.

Overpayments of Tax Credits
If HMRC calculate that you have received too much Tax Credits they can recover the ‘overpayments’ by reducing your current payments and/or expect you to pay them back directly.  There is what is known as ‘in year overpayments’ when HMRC decide that you have been receiving too much money in the current tax year, and ‘end of year overpayments’ that are identified at the end of the tax year concerned.

HMRC can choose whether or not to recover overpayments.  They could decide not to recover some or all of any overpayment if you have been paid too much due to ‘official error’, ie their mistake, or recovery would cause you hardship.  The terms “official error” and “hardship” have not been defined and so each case is looked at individually.  You can make your case to HMRC asking them not to recover overpayments by using form TC846. If you have been overpaid it is advisable to get a copy of the leaflet ‘What happens if we have paid you too much tax credit?’ (COP26).  See:
http://www.hmrc.gov.uk/leaflets/credit.htm
Challenging overpayments has become a relatively specialist field for advice – it can be difficult and may require an official complaint as well as a request not to recover money.  It may therefore be necessary to contact your local Citizens Advice Bureau.
If you have any queries then please contact a Finance Adviser in Student Services.  Please telephone (01642) 342277.  You can contact us by e-mail at: studentfinance@tees.ac.uk
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