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STATUTORY INSTRUMENTS

2002 No. 2006
TAX CREDITS

The Tax Credits (Definition and
Calculation of Income) Regulations 2002

Made - - - - 30th July 2002

Coming into force in accordance with regulation 1

M Whereas a draft of this instrument, which contains the first regulations made under section 7(8)
and (9) of the Tax Credits Act 2002, has been laid before, and approved by resolution of, each House
of Parliament:

Now, therefore, the Treasury, in exercise of the powers conferred upon them by sections 7(8) and
(9), 65(1), (7) and (9) and 67 of the Tax Credits Act 2002™2, hereby make the following Regulations:

Modifications etc. (not altering text)
C1 Regulations modified (6.4.2003) by The Tax Credits (Polygamous Marriages) Regulations 2003 (S.1I.
2003/742), regs. 1(1), 35-38 (with reg. 1(2))

Marginal Citations
M1 2002 c.21.
M2 Section 67 is cited because of the meaning ascribed to “prescribed”.

PART 1

General Provisions

Citation, commencement and effect

1. These Regulations may be cited as the Tax Credits (Definition and Calculation of Income)
Regulations 2002 and shall come into force—

(a) for the purpose of enabling claims to be made, on 1st August 2002;
(b) for the purpose of enabling awards to be made, on 1st January 2003; and
(c) for all other purposes, on 6th April 2003;

and shall have effect for the tax year beginning on 6th April 2003 and subsequent tax years.
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Interpretation

2.—(1) In these Regulations, unless the context otherwise requires—
“the Act” means the Tax Credits Act 2002;

“the Contributions and Benefits Act” means the Social Security Contributions and Benefits
Act 1992 ™; and

“the Employment Act” means the Employment and Training Act 1973 ™.

(2) In these Regulations except where the context otherwise requires—

“the 1992 Fund” means moneys made available from time to time by the Secretary of State for
Social Security for the benefit of persons eligible for payment in accordance with the provisions
of'a scheme established by him on 24th April 1992 as respects England and Wales and Northern
Ireland and on 10th April 1992 as respects Scotland;

“the Board” means the Commissioners of Inland Revenue;

“child” has the meaning given in the Child Tax Credit Regulations 2002 ™*;

“claim” means a claim for child tax credit or working tax credit and “joint claim” and “single

claim” shall be construed in accordance with [F'section 3(8)] of the Act and “claimant” shall
be construed accordingly;

[F*“earnings” shall be construed in accordance with section 62 of the ITEPA;]

“the Eileen Trust” means the charitable trust of that name established on 29th March 1993
out of funds provided by the Secretary of State for Social Security for the benefit of persons
eligible in accordance with its provisions;

F3

“employment zone” means an area within Great Britain designated by the Employment Zones
Regulations 2000 M® for the purposes of section 60 of the Welfare Reform and Pensions Act
1999 ™

“employment zone programme” means a programme which is—

(a) established for one or more employment zones, and

(b) designed to assist claimants for a jobseeker’s allowance to obtain sustainable
employment;

“family” means—

(c) inthe case of a joint claim, the married or unmarried couple by whom the claim is made
and any child or qualifying young person for whom at least one of them is responsible,
in accordance with regulation 3 of the Child Tax Credit Regulations 2002 ™*; and

(d) in the case of a single claim, the claimant and any child or qualifying young person

for whom he is responsible in accordance with regulation 3 of the Child Tax Credit
Regulations 2002;

“the Independent Living Fund” means the charitable trust of that name established out of
funds provided by the Secretary of State for Social Services for the purpose of providing
financial assistance to those persons incapacitated by or otherwise suffering from very severe
disablement who are in need of such assistance to enable them to live independently;

“the Independent Living Funds” means the Independent Living Fund, the Independent Living
(Extension) Fund and the Independent Living (1993) Fund;

“the Independent Living (Extension) Fund” means the trust of that name established on 25th
February 1993 by the Secretary of State for Social Security and Robin Glover Wendt and John
Fletcher Shepherd;
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“the Independent Living (1993) Fund” means the trust of that name established on 25th
February 1993 by the Secretary of State for Social Security and Robin Glover Wendt and John
Fletcher Shepherd;

[*“ITEPA” means the Income Tax (Earnings and Pensions) Act 2003;]

“the Macfarlane (Special Payments) Trust” means the trust of that name established on 29th
January 1990 partly out of funds provided by the Secretary of State for Health for the benefit
of certain persons suffering from haemophilia;

“the Macfarlane (Special Payments) (No. 2) Trust” means the trust of that name established on
3rd May 1991 partly out of funds provided by the Secretary of State for Health for the benefit
of certain persons suffering from haemophilia and other beneficiaries;

“the Macfarlane Trust” means the charitable trust established partly out of funds provided by
the Secretary of State for Health to the Haemophilia Society for the relief of poverty or distress
among those suffering from haemophilia;

“the Macfarlane Trusts” means the Macfarlane Trust, the Macfarlane (Special Payments) Trust
and the Macfarlane (Special Payments) (No. 2) Trust;

“pensionable age” has the meaning given by the rules in paragraph 1 of Schedule 4 to the
Pensions Act 1995 ™;

“pension fund holder”, in relation to a personal pension scheme or a retirement annuity
contract, means the trustees, managers or scheme administrators of the scheme or contract;

“personal pension scheme”™—

M10
3

(¢)  has the meaning given by section 1 of the Pensions Schemes Act 199 or section 1

of the Pension Schemes (Northern Ireland) Act 1993 M"'; and

(f) includes a scheme approved by the Board under Chapter 4 of Part 14 of the Income and
Corporation Taxes Act 1988 M'%;

“qualifying young person” has the meaning given in the Child Tax Credit Regulations 2002;

“retirement annuity contract” means a contract or trust scheme approved by the Board under
or by virtue of any provision of Chapter 3 of Part 14 of the Taxes Act;

“retirement benefits scheme” has the meaning given in section 611 of the Taxes Act M;

“Schedule D” means the Schedule set out in section 18 of the Taxes Act ™**;

Fs

“the Service Pensions Order” means the Naval, Military and Air Forces, etc. (Disablement and
Death) Service Pensions Order 1983 M*;

“tax year” means a period beginning with the 6th April in one year and ending with 5th April
in the next;

“the Taxes Act” means the Income and Corporation Taxes Act 1988; ™'

“voluntary organisation” means a body, other than a public or local authority, the activities of
which are carried on otherwise than for profit;

“war pension” has the meaning given in section 25(4) of the Social Security Act 1989 ™7,

(3) For the purposes of these Regulations, whether a person is responsible for a child or a
qualifying young person is determined in accordance with regulation 3 of the Child Tax Credit
Regulations 2002.

(4) In these Regulations—

(a) areference to a claimant’s partner is a reference to a claimant’s spouse or a person with
whom the claimant lives as a spouse; and
3
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(b) areference to a claimant’s former partner is a reference to a claimant’s former spouse or

a person with whom the claimant has lived as a spouse; and

(c) a reference in these Regulations to an Extra Statutory Concession is a reference to that

Concession as published by the Inland Revenue on 1st July 2002 ™%,

Textual Amendments

F1

F2

F3

F4

F5

Words in reg. 2(2) substituted (26.11.2003) by The Tax Credits (Miscellaneous Amendments No.2)
Regulations 2003 (S.I. 2003/2815), regs. 1, 3

Words in reg. 2(2) inserted (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
(Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 4(a)

Words in reg. 2(2) omitted (6.4.2003) by virtue of The Tax Credits (Definition and Calculation of
Income) (Amendment) Regulations 2003 (S.1. 2003/732), regs. 1, 4(b)

Words in reg. 2(2) inserted (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
(Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 4(c)

Words in reg. 2(2) omitted (6.4.2003) by virtue of The Tax Credits (Definition and Calculation of
Income) (Amendment) Regulations 2003 (S.1. 2003/732), regs. 1, 4(d)

Marginal Citations

M3
M4
M5
M6
M7
M8
M9
M10
M11
M12
M13

M14

M15
M16
M17
M18

1992 c.4.

1973 ¢.50.

S.I. 2002/2007.

S.I. 2000/721.

1999 ¢.30.

S.I. 2002/2007.

1995 ¢.26.

1993 c.48.

1993 ¢.49.

1988 c.1.

Section 611 has been amended by paragraph 9 of Schedule 10 to the Finance Act 1999 and paragraphs
1 and 4 of Schedule 13, and Part 11(4) of Schedule 40 to the Finance Act 2000.

Relevant amendments to section 18 are those made by paragraph 2 of Schedule 6 to the Finance Act
1995 (c.4) and paragraphs 4 and 32 of Schedule 7 to the Finance Act 1996.

S.I. 1983/883.

1988 c.1.

1989 c.24.

Copies of Inland Revenue Extra-Statutory Concessions may be obtained from the Inland Revenue
Leaflets and booklets Orderline, PO Box 37, Saint Austell, Cornwall, PL25 SYN. They are also
available on the Inland Revenue's website (http://www.inlandrevenue.gov.uk).
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PART 2

Income for the purposes of tax credits

CHAPTER 1

General

Calculation of income of claimant

3.—(1) The manner in which income of a claimant or, in the case of a joint claim, the aggregate
income of the claimants, is to be calculated for a tax year for the purposes of Part 1 of the Act is
as follows.

Step One

Calculate and then add together—

(a) the pension income (as defined in regulation 5(1)),

(b) the investment income (as defined in regulation 10),

(c) the property income (as defined in regulation 11),

(d) the foreign income (as defined in regulation 12) and

(e) the notional income (as defined in regulation 13)

of the claimant, or, in the case of a joint claim, of the claimants.
If the result of this step is £300 or less, it is treated as nil.

If the result of this step is more than £300, only the excess is taken into account in the following
steps.

Step Two

Calculate and then add together—

(a) the employment income (as defined in regulation 4),

(b) the social security income (as defined in regulation 7),
(c) the student income (as defined in regulation 8) and

(d) the miscellaneous income (as defined in regulation 18)
of the claimant, or in the case of a joint claim, of the claimants.
Step Three

Add together the results of Steps One and Two.

Step Four

Calculate the trading income (as defined in regulation 6) of the claimant, or in the case of a
joint claim, of the claimants.

Add the result of this step to that produced by Step Three ... in the year.

If there has been a trading loss in the year, ["’subtract] the amount of that loss from the result
of Step Three.

["*Any trading loss in the year not set off as a result of the calculations in Steps One to Four
above due to an insufficiency of income may be carried forward and set off against trading
income (if any) of the same trade, profession or vocation in subsequent years (taking earlier
years first) for the purposes of calculation of income under this regulation.]
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(2) Subject to the qualifications in the following paragraphs of this regulation, and the provisions
of Part 3, the result of Step Four in paragraph (1) is the income of the claimant, or, in the case of a
joint claim, of the claimants, for the purposes of the Act.

(3) Income which—

(a) arises in a territory outside the United Kingdom and

(b) is, for the time being, unremittable for the purposes of section 584 of the Taxes Act™"’,

is disregarded in calculating the income of the claimant or, in the case of a joint claim, of the
claimants.

aragrap applies 1n the case of a claimant who 1s |7, for income tax purposes|—
4) P h (5) applies in th f a clai ho is [, for i ]

(@) resident [*"®and domiciled but not ordinarily resident] in the United Kingdom, *"'...

F12

(b) resident and ordinarily resident but not domiciled in the United Kingdom, [*?or]

[FB(c) resident but neither ordinarily resident nor domiciled in the United Kingdom.]

(5) In the case of a person to whom this paragraph applies—

[[*(a) any income arising outside the United Kingdom is to be taken into account, subject to
any specific provision of these Regulations, regardless of the domicile or residence of the
claimant; and]

(b) references to a sum being ["'*taken into account] are to be construed as including a sum

which would be taxable if he were resident, ordinarily resident and domiciled in the United
Kingdom.

['°(5A) Any income is to be taken into account, subject to any specific provision of these

Regulations, notwithstanding the provision of any Order in Council under section 788 of the Taxes
Act (double taxation agreements).]

(6) In the case of a claimant who would be chargeable to income tax but for some special
exemption or immunity from income tax, income shall be calculated on the basis of the amounts
which would be so chargeable but for that exemption or immunity.

[*(6A) Income paid to a claimant in a currency other than sterling shall be converted into sterling

at the average of the exchange rates applicable for the conversion of that currency into sterling in
the period of 12 months ending on 28th March in the tax year in which the income arises.]

(7) In calculating income under this Part there shall be deducted *'®...—

(@) ["the amount of] any banking charge or commission payable in converting to sterling a
payment of income which is made in a currency other than sterling;

(b) [™the grossed-up amount of] any qualifying donation (within the meaning of section 25
of the Finance Act 1990 (donations to charity by individuals)"*’), made by the claimant

or, in the case of a joint claim, by either or both of the claimants; *'...

(©) [™the amount of] any contribution made by the claimant, or in the case of a joint claim,
by either or both of the claimants to—

(1) a retirement benefits scheme approved under Chapter 1 of Part 14 of the Taxes

Act, including a pilots benefit fund approved under section 607 of that Act"*'and a

relevant statutory scheme within the meaning of section 611A of that Act""?;

(i1) a retirement annuity contract approved under Chapter 3 of Part 14 of that Act; or

(iii) a personal pension scheme, approved under [**Chapter 4 of Part 14 of that
Act;][**and]

[**together with the amount of any tax relief due on those contributions.]

6
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[F%6(d) any contribution made by the claimant, or in the case of a joint claim, by either or both of
the claimants, if made in accordance with Inland Revenue Extra Statutory Concession A9.]

[F27(8) If—

(a) aclaimant has sustained a loss in relation to a Schedule A business or an overseas property
business; and

(b) the relief to which he is entitled in accordance with section 379A(2) and (3) of the Taxes
Act exceeds the amount of his property income or foreign income for tax credits purposes,
for the year in question;

the amount of his total income for tax credit purposes, computed in accordance with the preceding
provisions of this regulation, shall be reduced by the amount of the excess.

In this paragraph “Schedule A business” and “overseas property business” have the same
meanings as they have in the Taxes Act.]

Textual Amendments

F6  Words in reg. 3(1) omitted (6.4.2003) by virtue of The Tax Credits (Definition and Calculation of
Income) (Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 5(2)(a)

F7  Word in reg. 3(1) substituted (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
(Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 5(2)(b)

F8  Words in reg. 3(1) added (26.11.2003) by The Tax Credits (Miscellaneous Amendments No.2)
Regulations 2003 (S.I. 2003/2815), regs. 1, 4(2)

F9  Words in reg. 3(4) inserted (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
(Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 5(3)(a)

F10 Words in reg. 3(4)(a) substituted (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
(Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 5(3)(b)

F11 Word in reg. 3(4)(a) omitted (26.11.2003) by virtue of The Tax Credits (Miscellaneous Amendments
No.2) Regulations 2003 (S.1. 2003/2815), regs. 1, 4(3)(a)

F12 Word in reg. 3(4)(b) added (26.11.2003) by The Tax Credits (Miscellaneous Amendments No.2)
Regulations 2003 (S.I. 2003/2815), regs. 1, 4(3)(b)

F13 Reg. 3(4)(c) added (26.11.2003) by The Tax Credits (Miscellaneous Amendments No.2) Regulations
2003 (S.I. 2003/2815), regs. 1, 4(3)(c)

F14 Reg. 3(5)(a) substituted (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
(Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 5(4)(a)

F15 Words in reg. 3(5)(b) substituted (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
(Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 5(4)(b)

F16 Reg. 3(5A) inserted (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
(Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 5(5)

F17 Reg. 3(6A) inserted (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
(Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 5(6)

F18 Words in reg. 3(7) omitted (6.4.2003) by virtue of The Tax Credits (Definition and Calculation of
Income) (Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 5(7)(a)

F19 Words in reg. 3(7)(a) inserted (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
(Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 5(7)(b)

F20 Words in reg. 3(7)(b) inserted (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
(Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 5(7)(c)

F21 Word in reg. 3(7)(b) omitted (26.11.2003) by virtue of The Tax Credits (Miscellaneous Amendments
No.2) Regulations 2003 (S.1. 2003/2815), regs. 1, 4(4)(a)

F22 Words in reg. 3(7)(c) inserted (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
(Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 5(7)(d)(i)

F23 Words in reg. 3(7)(c)(iii) substituted (6.4.2003) by The Tax Credits (Definition and Calculation of
Income) (Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 5(7)(d)(ii)
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F24

F25

F26

F27

Word in reg. 3(7)(c)(iii) added (26.11.2003) by The Tax Credits (Miscellaneous Amendments No.2)
Regulations 2003 (S.1. 2003/2815), regs. 1, 4(4)(b)

Words in reg. 3(7)(c) added (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
(Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 5(7)(d)(iii)

Reg. 3(7)(d) added (26.11.2003) by The Tax Credits (Miscellaneous Amendments No.2) Regulations
2003 (S.I. 2003/2815), regs. 1, 4(4)(c)

Reg. 3(8) added (26.11.2003) by The Tax Credits (Miscellaneous Amendments No.2) Regulations
2003 (S.I. 2003/2815), regs. 1, 4(5)

Marginal Citations

M19

M20

M21
M22

Relevant amendments to section 584 have been made by section 134 of, and paragraph 33 of

Schedule 20 to the Finance Act 1996 (c.8).

Section 25 has been partly repealed by section 71(5) and (6) of the Finance Act 1991 (c.31) and
amended by subsections (1) to (7) and (10) of section 39 of the Finance Act 2000.

Section 607 was amended by section 104(2) and (3) of the Finance Act 1994 (c.9).

Section 611A was inserted by paragraph 15 of Schedule 5 to the Finance Act 1989 (c.26) and amended
by paragraph 5 of Schedule 5 to the Finance Act 1999 (c.16).

CHAPTER 2

Employment Income

Employment income

4.—(1) In these regulations “employment income” means—

(@)
(b)

(©
(d)
(e)

[F36(f)
(2

(h)
@

[°G)
(k)

[F41(1)

F28

any [ “earnings] from an office or employment received in the tax year;

so much of any payment made to a claimant in that year in respect of expenses as is
chargeable to income tax [*’by virtue of section 62 or section 72 of ITEPA;]

[**the cash equivalent of] any non-cash voucher received by the claimant in that year and

chargeable to income tax under [*'section 87 of ITEPA;]

[F*the cash equivalent of] any credit-token received by the claimant in that year and

chargeable to income tax under [*section 94 of ITEPA;]

[**the cash equivalent of] any cash voucher received by the claimant in that year and

chargeable to income tax under [*section 81 of ITEPA;]
any amount chargeable to tax under Chapter 3 of Part 6 of ITEPA;]

so much of a payment of statutory sick pay, received by the claimant during the year, as
is subject to income tax [*"by virtue of section 660 of ITEPA;]

the amount (if any) by which a payment of [**statutory maternity pay, statutory paternity
pay or statutory adoption pay] exceeds £100 per week;

any amount charged to income tax for that year [’under section 120 or section 149 of
ITEPA]

any sum to which section 225 of ITEPA applies;]

any amount paid in that year by way of strike pay to the claimant as a member of a trade
union.

any amount charged to income tax for that year under Part 7 of ITEPA.]
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For the purposes of this paragraph, references to the receipt of a payment of any description are
references to its receipt by or on behalf of the claimant, or in the case of a joint claim of either of
the claimants, in any part of the world.

This paragraph is subject to the following qualifications.

(2) Employment income does not include pension income.
[F42

(3) This paragraph applies if (apart from section 64 of ITEPA) the same benefit would give
rise to two amounts (“A” and “B”’)—

(a) “A” being an amount of earnings from a claimant’s employment as defined in section 62
of ITEPA, and

(b) “B” being an amount to be treated as earnings under any provision of Chapter 10 of Part
3 of ITEPA.

In such a case, the amount to be taken into account in computing the claimant’s employment
income is the greater of A and B, and the lesser amount shall be disregarded.]

(4) In calculating employment income, the payments and benefits listed in Table 1 shall be
disregarded.

Table 1

[F43

Payments [ “and benefits] disregarded in the calculation of employment income

1. Any payment in respect of qualifying removal expenses, or the provision of any qualifying
removal benefit, within the meaning of [***Chapter 7 of Part 4 of ITEPA].

["*2A. The payment or reimbursement of expenses incurred in the provision of transport to a
disabled employee (as defined in section 246(4) of ITEPA) by his employer, if no liability to
income tax arises in respect of that payment or reimbursement (as the case may be) by virtue of
section 246 of ITEPA.

2B. The provision to a disabled employee (as defined in section 246(4) of ITEPA) by his
employer of a car, the provision of fuel for the car, or the reimbursement of expenses incurred
in connection with the car, if no liability to income tax arises in respect of that provision or
reimbursement (as the case may be) by virtue of section 247 of ITEPA.

2C. The payment or reimbursement of expenses incurred on transport, if no liability to income
tax arises in respect of that payment or reimbursement (as the case may be) by virtue of
section 248 of ITEPA.]

3. Travel facilities provided for the claimant as a member of the naval, military or air forces of
the Crown for the purpose of going on, or returning from, leave.

4. Payment or reimbursement of expenses in connection with the provision for, or use by, the
claimant as a person holding an office or employment of a car parking space at or near his place
of work.

5. Any benefit or non-cash voucher provided to the claimant, or to any member of his family or

household, [**in respect of which no liability to income tax arises by virtue of Chapter 5 of Part
4 of ITEPA.]
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6. Any payment of incidental overnight expenses [**’in respect of which no liability to income
tax arises by virtue of section 240 of ITEPA.]

[F**7. Food, drink and mess allowances for the armed forces and training allowances payable to
members of the reserve forces in respect of which no liability to income tax arises by virtue of
section 297 or 298 of ITEPA.]

8. The value of meal vouchers issued to the claimant as an employee, [**’if section 89 of ITEPA
applies to the vouchers.]

9. Any cash payment received by the claimant as a miner in lieu of free coal, or the provision of

the coal itself, [**in respect of which no liability to income tax arises by virtue of section 306 of
ITEPA.]

10. An award made to the claimant as a director or employee by way of a testimonial to mark

long service, [*'if, or to the extent that, no liability to income tax arises in respect of it by virtue
of section 323 of ITEPA.]

11. Payment of a daily subsistence allowance [*in respect of which no liability to income tax

arises by virtue of section 304 of ITEPA.]

[**11A. The payment or reimbursement of reasonable expenses incurred by an employee

who has a permanent workplace at an offshore installation, on transfer transport, related
accommodation and subsistence or local transport, if no liability to income tax arises in respect
of that payment or reimbursement (as the case may be) by virtue of section 305 of ITEPA.

For the purposes of this item, expressions which are defined in section 305 of ITEPA have the
same meaning here as they do there.

11B. Payment of an allowance to a person in employment under the Crown in respect of which
no liability to income tax arises by virtue of section 299 of ITEPA.

11C. The payment or reimbursement to an employee of any sum in connection with work-related
training, or individual learning account training (as respectively defined in sections 251 and 256
of ITEPA) if no liability to income tax arises in respect of that payment or reimbursement (as the
case may be) by virtue of any provision of Chapter 4 of Part 4 of ITEPA.

11D. The provision for an employee of a non-cash voucher or a credit-token, to the extent that
liability to income tax does not arise in respect of that voucher or credit-token (as the case may
be), under Chapter 4 of [***Part 3 of ITEPA, by virtue of any provision of Chapter 6 of Part 4 of
ITEPA].

11E. The provision for an employee of free or subsidised meal vouchers or tokens (within
the meaning of section 317(5) of ITEPA), if no liability to income tax arises in respect of that
provision by virtue of section 317 of ITEPA.]

12. An award made to the claimant under a Staff Suggestion Scheme, if the conditions specified
in [Ssections 321 and 322 of ITEPA.]

13. Travelling and subsistence allowances paid to or on behalf of the claimant by his employer

["*%in respect of which no liability to income tax arises by virtue of section 245 of ITEPA ]

10
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14. Any gift consisting of goods, or a voucher or token to obtain goods, [**in respect of which
no liability to income tax arises by virtue of section 270 or 324 of ITEPA.]

["**14A. Any payment or reimbursement of expenses incurred in connection with an
employment-related asset transfer (as defined in section 326(2) of ITEPA), if no liability to
income tax arises in respect of that payment or reimbursement (as the case may be) by virtue of
section 326 of ITEPA.

14B. Any payment of expenses incurred by an employee in connection with a taxable car if no
liability to income tax arises in respect of the payment by virtue of section 239(2) of ITEPA.]

[*°14C.The discharge of any liability of an employee in connection with a taxable car if no
liability to income tax arises by virtue of section 239(1) of ITEPA.

14D.A benefit connected with a taxable car if no liability to income tax arises by virtue of
section 239(4) of ITEPA.]

15. A cash voucher, non-cash voucher or credit-token to the extent that it is used by the recipient
for the provision of child care, the costs of which if borne by the recipient would be relevant
child care charges within the meaning of regulation 14 of the Working Tax Credit (Entitlement

and Maximum Rate) Regulations 2002 ™*,

[F16. A payment made by the Department for Work and Pensions by way of Job Grant, Return

to Work Credit or under the Employment Retention and Advancement [**'Scheme], being, in
each case, a payment under section 2 of the Employment Act.]

[F*17.The payment or reimbursement of reasonable additional household expenses incurred by
an employee who works from home, within the meaning of section 316A of ITEPA.

18.The payment or reimbursement of retraining course expenses within the meaning of
section 311 of ITEPA.]

(5) From the amount of employment income, calculated in accordance with the preceding
provisions of this regulation, there shall be deducted the amount of any deduction permitted in

[(Scalculating earnings by virtue of any provision of sections [F*231 to 232.,] 336 to 344, or
section 346, 347, 351, 352, 362, 363, 367, 368, 370, 371, 373, 374, 376, 377 or 713 of ITEPA].

Textual Amendments

F28 Word in reg. 4(1)(a) substituted (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
(Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 6(2)(a)

F29 Words in reg. 4(1)(b) substituted (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
(Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 6(2)(b)

F30 Words in reg. 4(1)(c) inserted (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
(Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 6(2)(c)(i)

F31 Words in reg. 4(1)(c) substituted (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
(Amendment) Regulations 2003 (S.1. 2003/732), regs. 1, 6(2)(c)(ii)

F32 Words in reg. 4(1)(d) inserted (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
(Amendment) Regulations 2003 (S.I. 2003/732), regs. 1, 6(2)(d)(i)

F33 Words in reg. 4(1)(d) substituted (6.4.2003) by The Tax Credits (Definition and Calculation of Income)
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M23 S.1. 2002/2005.

CHAPTER 3

Pension Income

Pension Income
5—["(1) In these Regulations, except where the context otherwise require, “pension income”
means—
(a) any pension to which section 577 or 629 of ITEPA applies;
(b) any pension to which section 569 of ITEPA applies;
(c) any voluntary annual payment to which section 633 of ITEPA applies;
(d) any pension or annuity to which section 580 of ITEPA applies;
(e) any unauthorised personal pension payment to which section 601 of ITEPA applies;
(f) any periodical payment to which section 619 of ITEPA applies;
(g) any annuity paid from a fund to which section 590 of ITEPA applies;
(h) any unauthorised payment from a retirement benefits scheme to which section 583 ITEPA
applies;
(i) any annuity to which section 595 of ITEPA applies;
(j) any income withdrawal to which section 598 of ITEPA applies;
(k) any annuity to which section 605 of ITEPA applies;
(1) any annuity to which section 609, 610 or 611 of ITEPA applies; and
(m) any payment to which section 623 of ITEPA applies.]

(2) In calculating the amount of a person’s pension income there shall be disregarded any
[F**payment or benefit mentioned] in Column 1 of Table 2 to the extent specified in the corresponding
entry in Column 2.

Table 2

[F"Pensions, other payments and benefits] disregarded in the calculation of pension income

1. Payment 2. Extent of disregard
1.A wounds pension or disability pension to So much of the payment as is disregarded by
which [*®section 641 of ITEPA] applies. virtue of ["*®section 641 of ITEPA].
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2.An annuity or additional pension payable
to a holder of the Victoria Cross, George
Cross or any other decoration mentioned in

["“section 638 of ITEPA].

3.A pension or allowance to which
[section 639 of ITEPA] applies.

4.A pension or allowance by reason of payment
of which a pension or allowance specified in

[Fsection 639 of ITEPA] is withheld or abated.

5.In the case of a claimant in receipt of a
pension under the Service Pensions Order, any
increase in the rate of that pension in respect
of a dependant who is not a member of the
claimant’s family.

6.A mobility supplement, or a payment in
respect of attendance, paid in conjunction with
a war pension.

7.Any supplementary pension under Article
29(1A) of the Service Pensions Order ™.

8.A pension awarded at the supplementary
rate under article 27(3) of the Personal Injuries

(Civilians) Scheme 1983 M.

9.A pension awarded on retirement through
disability caused by injury on duty or by a
work-related illness.

[F°10. A lump sum on which no liability to
income tax arises by virtue of section 637 of
ITEPA.

[F”°11. Coal or smokeless fuel provided as
mentioned in section 646(1) of ITEPA, or an
allowance in lieu of such provision.

The whole of the annuity or additional pension
and, if both are payable, the whole of both such
annuity and additional pension.

[F"'The amount of the pension or allowance.]

[F*The amount treated as falling within
section 639 of ITEPA by virtue of
section 640(2) of that Act.]

The amount of the increase.

The amount of the supplement or payment.

The amount of the supplementary pension.

The amount for the time being specified in
paragraph 1(c) of Schedule 4 to the Scheme.

[F*The exempt amount of the pension
calculated in accordance with section 644(3) of
ITEPA.]

The amount of the lump sum.]

The amount on which no liability to income tax
arises by virtue of that section.]

[F76

(3) From the amount of pension income, calculated in accordance with the preceding

provisions of this regul