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Tax Credits Act 2002
2002 CHAPTER 21

[F1PART 1

TAX CREDITS

General

[F17 Income test

(1) The entitlement of a person or persons of any description to a tax credit is dependent
on the relevant income—

(a) not exceeding the amount determined in the manner prescribed for the
purposes of this paragraph in relation to the tax credit and a person or persons
of that description (referred to in this Part as the income threshold), or

(b) exceeding the income threshold by only so much that a determination in
accordance with regulations under section 13(2) provides a rate of the tax
credit in his or their case.

(2) Subsection (1) does not apply in relation to the entitlement of a person or persons to
a tax credit for so long as the person, or either of the persons, is entitled to any social
security benefit prescribed for the purposes of this subsection in relation to the tax
credit.

(3) In this Part “the relevant income” means—
(a) if an amount is prescribed for the purposes of this paragraph and the current

year income exceeds the previous year income by not more than that amount,
the previous year income,

(b) if an amount is prescribed for the purposes of this paragraph and the current
year income exceeds the previous year income by more than that amount, the
current year income reduced by that amount,

(c) if an amount is prescribed for the purposes of this paragraph and the previous
year income exceeds the current year income by not more than that amount,
the previous year income,
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(d) if an amount is prescribed for the purposes of this paragraph and the previous
year income exceeds the current year income by more than that amount, the
current year income increased by that amount, and

(e) otherwise, the current year income.

(4) In this Part “the current year income” means—
(a) in relation to persons by whom a joint claim for a tax credit is made, the

aggregate income of the persons for the tax year to which the claim relates, and
(b) in relation to a person by whom a single claim for a tax credit is made, the

income of the person for that tax year.

(5) In this Part “the previous year income” means—
(a) in relation to persons by whom a joint claim for a tax credit is made, the

aggregate income of the persons for the tax year preceding that to which the
claim relates, and

(b) in relation to a person by whom a single claim for a tax credit is made, the
income of the person for that preceding tax year.

(6) Regulations may provide that, for the purposes of this Part, income of a prescribed
description is to be treated as being, or as not being, income for a particular tax year.

(7) In particular, regulations may provide that income of a prescribed description of
a person for the tax year immediately before the preceding tax year referred to in
subsection (5) is to be treated as being income of that preceding tax year (instead of
any actual income of that description of the person for that preceding tax year).

(8) Regulations may for the purposes of this Part make provision—
(a) as to what is, or is not, income, and
(b) as to the calculation of income.

(9) Regulations may provide that, for the purposes of this Part, a person is to be treated—
(a) as having income which he does not in fact have, or
(b) as not having income which he does in fact have.

(10) The Board may estimate the amount of the income of a person, or the aggregate income
of persons, for any tax year for the purpose of making, amending or terminating an
award of a tax credit; but such an estimate does not affect the rate at which he is, or
they are, entitled to the tax credit for that or any other tax year.]
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