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        Moira O’Neill has been a personal finance journalist for 12 years. Six of these were spent writing articles about saving and
               investing at Money Observer magazine, where she was deputy editor. At the same time, she was also personal finance editor of Guardian Weekly, the newspaper for British expatriates. She is currently personal finance editor at the Investors Chronicle. She is married and has a three year old daughter.
            

      
    
  
    
      
        
          
            Disclaimer 
          
        

      
      Information provided in this book is only for your general information and use and is not intended to address your particular
            requirements. Independent professional financial advice should be obtained before making any investment decisions.
         

      The value and income derived from investments can go down as well as up. Past performance cannot be relied upon as a guide
            to future performance.
         

      All facts, figures and other data contained in this book have been obtained from sources believed to be reliable. Although
            carefully verified by the author, this information cannot be guaranteed by the author.
         

      The author has made every effort to ensure that facts and figures in this book were accurate at the time of writing. However,
            the financial world changes very quickly and you should check current tax rates and allowances before making financial decisions.
         

    
  
    
      
        
          
            Introduction 
          
        

      
      If parents weighed up the cost of raising a child, perhaps they would think twice about procreating. From birth to age 21,
            young Jack and Olivia – the most popular names for children born in 2008 – will cost their parents an eye-watering £194,000.
         

      The aim of this sobering figure (calculated by insurance company LV=) is not to put you off having children in the first place
            (and, after all, if you’re reading this book, it’s probably too late). Instead, it is meant to encourage parents, grandparents
            and other friends or family members to plan ahead. Parents in particular need to make an early start in organising their finances
            in order to leap these financial hurdles.
         

      Many couples find life difficult enough before children come along. Up until the credit crunch in summer 2007, house prices
            had soared sky high and many mortgage lenders were approving huge mortgage loans for couples to enable them to get on to the
            property ladder. If you are in this situation, then money will be tight.
         

      Like most couples, having children wasn’t a financial decision for my husband and me. We decided to have a baby and somehow
            manage, but it hasn’t been easy. We both work full time (partly a financial decision) and we juggle our working lives so that
            our daughter spends as little time in childcare as necessary (again, partly a financial decision as nursery fees are very
            expensive). I would say that we’re comfortable, but we live quite frugally. We don’t have a car, for example, and my daughter
            lives mostly in charity-shop or second-hand clothes. It’s all about priorities. This is how we manage to save some money and
            invest it for our daughter’s future and for our own retirement.
         

      The vast majority of parents struggle with money issues at some point. You’re never going to be able to do exactly what you
            want, but this book aims to help you to find the money to save, to prioritise your money goals and to make the important decisions
            about where to put your cash to give your children a better future.
         

      You’ll know that parenthood changes your life dramatically because it brings such huge responsibilities. But have you noticed
            how it changes the way you think? I no longer focus on day-to-day issues so much. I’m thinking and planning for the long term.
            Where we live has been a subject of much debate for my husband and me. Should we stay in our flat in London or move to a house
            outside the M25, for example? We think about where our daughter might go to primary and secondary school. We think about the
            financial implications of having more children. We even think about retirement.
         

      The trouble is it can be hard for parents to find any spare cash to save in the first place. Then if they do have any money
            to spare, it’s difficult to know what to do with it to help ease these financial burdens. Financial institutions are lining
            up to give a helping hand to parents who have the resources and foresight to put a little aside each month to alleviate this
            huge financial burden. But the vast choice means it can be difficult to know where to start.
         

      If your child was born on or after September 2002, then she or he will have a government-sponsored Child Trust Fund. We’ll
            look at Child Trust Funds in depth and also at the other options for saving and investing for children.
         

      Should you put the cash in a savings account? Or invest in the stock market? And in what investment fund? Is it better to
            use the Child Trust Fund or an individual savings account (ISA)? There have never been so many different choices for parents
            and others wanting to save and invest for the next generation.
         

      But first you’re going to have to take a hard look at your family’s finances. You may need to do some streamlining before
            you can find the money to save.
         

      This book aims to guide you through the financial burden of bringing up children. I’ll show you where to find financial help.
            I’ll include information on state help – even relatively well-off families get some cash from the government. And I’ll explain
            how to manage your family’s money better.
         

      Then I’ll guide you through the confusing world of investments to make sure that your spare cash ends up in the best place
            to give your children the boost they’ll need in five, 10 or 20 years’ time.
         

      Finally, I’ll give some tips on how to make sure your child builds up a healthy relationship with money.
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          Reasons to save for children 
        

      
      There are so many reasons to save for children that just thinking about it can be quite overwhelming. Even the small-ticket
            items such as school uniforms and dance or music lessons can add up to large sums over several years. There will also be occasional
            big lump-sum items to fund, such as school trips and holidays, or a new bike. However, it is the really big-ticket items such
            as school and university fees that keep many parents awake at night.
         

      
        The annual ‘Cost of a Child’ survey from insurance and investment group LV= (formerly Liverpool Victoria), now in its sixth
               year, shows that parents could spend £193,772 on raising a child from birth to the age of 21. This is equivalent to £9,227 a year, £769 a month or £25.28 a day.
            

      
      The survey, by the UK’s largest friendly society, shows that the cost of raising a child has increased by 38 per cent over
            the six years since the survey began in 2003. Childcare and education remain the biggest expenditures, costing parents £53,818
            and £50,240.
         

      From a child’s birth to age 21, the LV= ‘Cost of a Child’ survey shows that the average UK household could spend £17,205 on
            a child’s food, £11,920 on holidays, £13,281 on clothing and £10,313 on hobbies and toys.
         

      Note that the survey does not include the cost of a private education. Not everyone wants to send his or her children to private
            school. But many who would like to educate their children privately will be put off by the fact that independent school fees
            are increasing far faster than inflation, with the average day school fee per term nearing £3,000. For more on planning for
            school fees, turn to Chapter 20.
         

      After a child turns 18, if parents don’t throw their offspring into the harsh university of life or school of hard knocks,
            but allow them to choose the route of higher education, young Jack and Olivia will graduate with massive debts. Funding a
            university degree is now much more challenging since top-up tuition fees for university students were introduced in England
            and Wales in September 2006. This means many of them graduate with large debts – and the average student owes £13,500 on graduation.
            For more on planning for a university education see Chapter 3.
         

      You might think that once your child is out of education, the financial burden ends. But the requests for financial help often
            continue into young adulthood, with many children asking parents for help to get on to the property ladder, or the more traditional
            help with wedding costs. They may even continue to live at home during their twenties or even into their thirties. This can
            be both a blessing and a curse. Marketers call children in this situation KIPPERS, which stands for ‘Kids in parents’ properties
            eating into retirement savings’.
         

      Here is a quick breakdown of some of the expensive milestones in your child’s life.

      
        
          Big expenses 
        

      

						
	 	Cost today	Cost in 18 years*

	Deposit on first home	£17,600	£27,500

	Wedding	£15,900	£24,700

	First car	  £7,500	£11,700

	*These figures assume inflation of 2.5 per cent a year

Source: The Children’s Mutual





      Average costs and debts

      
        
          [image: 411535811] Average student debt on graduation in 2006 was £13,252, according to the National Union of Students.
            

      
      
        
          [image: 411535811] Average expected cost of a gap year between school and university is £3,932 (Association of Investment Companies).
            

      
      
        
          [image: 411535811] The cost of a typical wedding now rings in at more than £17,000, according to new research from Alliance & Leicester Personal
               Loans.
            

      
      
        
          [image: 411535811] The average deposit for graduate first-time buyers is currently £16,666 (rising to £26,536 in London), according to Scottish
               Widows Bank.
            

      
      
        
          [image: 411535811] Parents of pupils starting private secondary school could pay as much as £140,952 for their secondary school career.
            

      
      
        
          Adult kids 
        

      
      Many parents forego their own financial freedom to support their children into adulthood. Over half of parents (55 per cent)
            assist adult children with the cost of living, not just with one-off contributions for things such as weddings, and an ‘adult
            child’ costs his or her parents £21,540 on average, according to research from LV=.
         

      The study, which was carried out among adults aged 40 years and over who have children aged 18 years and over, found that
            nine out of ten parents (94 per cent) continue to contribute financially towards education and other major purchases such
            as houses and cars, plus living expenses, once their children have reached ‘adulthood’.
         

      Helping your children financially may be an even longer-lasting affair than you thought. The research also found that 2.3
            million ‘grandparent’ households are financially contributing towards two generations – their children and their grandchildren.
            Almost half (46 per cent) of over 70s are still supporting their children financially, despite generally being retired.
         

      But it wasn’t like this in your parents’ day. Less than one third (29 per cent) of today’s parents received financial support
            from their parents after they left school.
         


	What parents help with financially	What parents spend on average

	First home	£5,602
63% of parents have contributed more than £3,000 towards their adult child’s first home, with 31% contributing more than £9,000.

	Savings and investments	£3,340
64% have contributed more than £1,000 towards their adult children’s savings and investments, with 22% donating more than £5,000.

	First car	£1,702
42% of parents contribute more than £1,000 to the cost of their child’s first car, with 15% of parents contributing more than £3,000.

	Wedding	£3,111
19% contributed more than£5,000 towards their child’swedding.

	University fees	£2,245 per year, totalling £6,735 (based on a three-year degree course) 21% of parents spend more than £3,000 a year on their child’s university fees.

	Travelling	£1,050
25% of parents contributed more than £1,000 towards their adult child’s travel costs.

	Total	£21,540*

	* This does not include contributions towards general living costs, which 55 per cent of parents admitted to helping their adult children with, or other costs that parents may contribute towards.


      
        
          Not yet ‘flown the nest’ 
        

      
      Nearly one quarter (23 per cent) of parents aged between 40 and 49 years still have children aged over 25 years old living
            with them, indicating that despite falling house prices, adult children are not in a hurry to leave the nest, and may not
            be able to afford to either.
         

      The study shows that parents can no longer expect their children to pay their own way once they have actually left. More than
            ever, it’s true to say that having children means signing up to a lifetime of financial commitment.
         

      All figures, unless otherwise stated, are from YouGov Research. Total sample size was 1,184 adults aged 40 years and above
            with at least one child aged 18 years or over. Fieldwork was undertaken between 5 and 6 June 2008.
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          Money and your family 
        

      
      Having children changes the way you think about money. Issues that many not have been on your radar before, such as financial
            security and planning for the future, become your priority.
         

      Many couples will find that being parents brings very different challenges from those of DINKYs (double income no kids yet).
            There will be many decisions to make, such as should you go back to work, or work full time? What kind of lifestyle do you
            want to provide for your kids? Should you sacrifice your own financial goals, such as a comfortable retirement, for the sake
            of the children? These decisions are not easy and there is no right answer. You will have to learn to compromise.
         

      If money was no object, seven out of ten working parents would have stayed at home to raise their children, according to a
            YouGov survey of 4,330 adults, conducted for uSwitch between 18 and 21 February 2008. However, the choice of caring for your
            own children is rapidly turning into a luxury available only to those who can afford it.
         

      According to the Office for National Statistics, there were 2.8 million stay-at-home parents in 1993, compared to 2.2 million
            in 2008. This is a decrease of 21 per cent – the lowest level in 15 years. The YouGov survey for uSwitch revealed that the
            cost of living has pushed over one million new parents back to work.
         

      Single parents may find decision-making easier – as there is no partner to argue with – but may struggle for other reasons,
            such as having only one income and less flexibility as there is no partner to help with childcare.
         

      
        
          My experience 
        

      
      When I got married, my husband and I decided to wait for a few months before trying for a baby in order to put some money
            aside to make us feel more secure. I put this into a tax-free individual savings account (more on these in Chapter 13). When
            I found out that I was pregnant, I started increasing these savings to get a pot of money to tide me through maternity leave
            and pay for some essential baby things.
         

      When our daughter, Eleanor, was born, I took a year’s maternity leave from my full-time job because I wanted to spend as much
            time as possible with my baby. I knew that I was going to return to work full time at the end of this period as I was the
            main breadwinner for our family.
         

      The thought of leaving my baby in childcare caused me a lot of heartache. But on the day I returned to work, I realised that
            I had made the right decision as I love my job and it is a huge part of my identity. I also liked the idea of being able to
            provide for myself and secure a comfortable future for our family. I place a high value on financial security. Fortunately,
            my employer allowed me to work flexibly, which meant I could juggle my hours to spend one afternoon mid-week with my daughter.
            The other days of the week I started work an hour earlier than my colleagues to compensate for the missing afternoon.
         

      In the run-up to going back to work, many issues came up. My husband and I didn’t always see eye to eye. After having a baby,
            I wanted to move to a larger property with a garden, which would mean living in a less expensive area. He wanted to stay in
            our flat in a good area of North London, near a highly-regarded primary school. He argued that taking on a large mortgage
            would make us sacrifice our standard of living. We wouldn’t be able to go on nice holidays, for example. Until we both earned
            substantially more, we decided not to move.
         

      Then we had to decide what childcare to use. The decision was relatively simple as none of the local childminders had spaces
            for our daughter and we couldn’t afford a nanny. We settled on a pleasant nursery quite near to our home and on our commute
            to work. But monthly fees of £1,200 (in London, nursery fees are much higher than in the rest of the country) were eating
            up most of my husband’s take-home salary.
         

      We discussed whether he should be a stay-at-home dad, but he didn’t want to do this. So we decided that there would be a few
            tough years when we would be forking out huge sums on childcare but that hopefully a seamless work history would pay off for
            him in better-paid jobs and opportunities in future. This soon turned out to be a smart decision financially, as when our
            daughter was two he found a much better paid job. Our dream house now seems less of a dream and, although we’re not yet in
            a position to move up the ladder, that prospect seems nearer.
         

      If we have another child, then everything might change again. What I’ve learnt is that parenting brings unique financial pressures.
            And those financial decisions are also very emotional ones. What might be right for someone else may not be right for you.
            And you have to learn how to make those decisions as a couple. Not everyone finds it easy. In fact money issues are often
            the main source of trouble within relationships.
         

      We don’t have much spare cash, but we do manage to save a little for our daughter each month. I’m putting it into the stock
            market in the hope that it will have grown to a tidy sum when she reaches 18. In the meantime, I also try to save some money
            in a cash account so that we can have family treats every now and then.
         

      We’re lucky in that, when Eleanor was born, her grandfather wanted to contribute to a savings scheme for her future education.
            We learnt this in a roundabout way. My mother said: ‘Your dad would like to do something for baby Ella, but he’s too embarrassed
            to ask.’ We had likewise been too embarrassed to broach the subject. Now he contributes to her Child Trust Fund (CTF), although
            we took the decision on what fund to invest in (more on CTFs in Chapter 12).
         

      I find myself thinking about what my daughter will face in future, particularly as a young adult. I don’t think life will
            be easy for her, so I want her to have a good start. I’d rather put a little money aside for her future than dress her in
            designer clothes. I’d like to be able to give her enough of a nest egg to pay her way through university and hopefully help
            her on to the housing ladder with a deposit. My father did this for me and I’ll be forever grateful to him.
         

      We’re putting aside money in tens and hundreds, rather than thousands, but I know that in the long run even small amounts
            saved now will grow to decent sums to start her adult life. I try not to spend as much on myself as I did before having children.
            And what I do buy is often in a sale or second-hand.
         

      I doubt that we will educate her privately but, who knows, this may change. I have a friend who has gone back to work specifically
            to earn the money to send her son to private school, where she believes he will be much happier.
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          State help for your family 
        

      
      Until you become a parent you are probably unaware of how much state help there is for families with children. The UK is not
            as family friendly as some other countries in Europe, where there is state-subsidised childcare for all, for example. But
            there is still plenty of state help available, even for relatively wealthy families. Don’t ignore what is on offer, as even
            small amounts added to your child’s savings pot can add up to big sums in the long run.
         

      
        The government’s Ten Year Childcare Strategy, Choice for Parents: The Best Start for Children, was published alongside the Pre-Budget Report on 2 December 2004. Its key themes were:
            

        

      
      
        
          [image: 411546911]
          choice and flexibility – greater choice for parents in how they balance their work commitments and family life through enhanced parental leave and
               easy access to Sure Start children’s centres for all;
            

      
      
        
          [image: 411546911]
          availability – flexible childcare for all families with children aged up to 14 who need it; and 15 hours a week free early education for
               all three- and four-year-olds for 38 weeks a year, with 20 hours as a goal;
            

      
      
        
          [image: 411546911]
          quality – high-quality provision delivered by a skilled early years and childcare workforce, with full daycare settings professionally
               led and a strengthened qualification and career structure; and
            

      
      
        
          [image: 411548511]
          affordability – affordable provision appropriate to their needs with substantial increases in tax credit support.
            

        

      
      Current State help for parents includes:

      
        
          Maternity and paternity leave 
        

      
      If you’re a couple where both partners work, the first thing to do when your baby’s arrival is imminent is to check what maternity
            and paternity leave you are entitled to. Having paid time off work when a baby is born is an enormous benefit to your family’s
            finances. It can be the lifeline that gets you through this crucial period when money is very tight. There are minimum state
            entitlements for both types of leave.
         

      Maternity leave and pay

      If you are a mother who is an employee, you have the statutory right to a minimum amount of maternity leave. Statutory Maternity
            Leave is for 52 weeks. You may be entitled to receive Statutory Maternity Pay (SMP) for up to 39 weeks of the leave.
         

      Your employer may also have their own scheme which could be more generous than the statutory scheme. Check your contract of
            employment or staff handbook for details, or ask your employer. Your employer can’t offer you less than the statutory scheme.
         

      As an employee, you have the right to 26 weeks of Ordinary Maternity Leave and 26 weeks’ Additional Maternity Leave – making
            one year in total. Provided you meet certain notification requirements, you can take this regardless of long you’ve been with
            your employer and no matter how many hours you work or how much you’re paid. You continue to be an employee throughout your
            Ordinary and Additional Maternity Leave.
         

      While you’re on Ordinary Maternity Leave, you keep your normal employment rights and benefits (apart from wages). These might
            include access to a company car or mobile phone that you have as part of your employment contract. If you take Additional
            Maternity Leave, some contractual rights and benefits (e.g. company car) can be suspended, although your statutory rights
            continue.
         

      For babies that arrived on or after 5 October 2008, the mothers keep their normal employment rights and benefits (apart from
            wages) throughout their Ordinary and Additional Maternity Leave.
         

      The maternity pay benefits you might get will vary depending on your circumstances. Usually you will claim either statutory
            or contractual maternity pay from your employer or Maternity Allowance (MA) through Jobcentre Plus or a Jobs and Benefits
            office in Northern Ireland.
         

      To qualify for Statutory Maternity Pay, you must have been:

      

      
        
          [image: 411551711] employed by the same employer continuously (some breaks do not interrupt continuous employment) for at least 26 weeks into
               the fifteenth week before the week your baby is due; and
            

      
      
        
          [image: 411546911]earning an average of at least £90 a week (before tax).
            

        

      
      To claim Statutory Maternity Pay, you must tell your employer at least 28 days before the date you want the pay to start from.
            Your employer may require you to inform them in writing.
         

      If you get SMP, your employer will pay you 90 per cent of your average weekly earnings for the first six weeks, then up to
            £117.18 a week for the remaining 33 weeks. This isn’t a great deal, but it is certainly enough to cover nappies, clothes and
            other items for your baby, plus maybe some of the household food bills and a portion of the mortgage or rent.
         

      You pay tax and National Insurance on Statutory Maternity Pay in the same way as on your regular wages. Your employer reclaims
            the majority of SMP from their National Insurance contributions (NICs) and other payments. To qualify for SMP, you must pay
            tax and National Insurance as an employee (or would pay if you earned enough or are old enough).
         

      Maternity Allowance

      If you can’t get SMP from your employer, you might get Maternity Allowance if you:

      

      
        
          [image: 411553711] are employed;
            

      
      
        
          [image: 411535811] are self-employed and pay Class 2 National Insurance contributions or have a Small Earnings Exception Certificate; or
            

      
      
        
          [image: 411535811] are not employed but have worked close to or during your pregnancy.
            

        

      
      The conditions are that you must:

      

      
        
          [image: 411535811] have been employed or self-employed for at least 26 of the 66 weeks before the week your baby was due (a part week counts
               as a full week); and
            

      
      
        
          [image: 411535811] earned an average of £30 over any 13 of those 66 weeks.
            

        

      
      The standard rate of MA is £117.18 or 90 per cent of your average weekly earnings, whichever is less. MA is paid for up to
            39 weeks; it is not liable to income tax or National Insurance contributions.
         

      Other family benefits you may be entitled to

      There are a number of additional benefits available to expectant and new mothers. These include Sure Start Maternity Grants
            and free prescriptions and dental treatment and tax credits. Whether you qualify for these benefits will depend on your personal
            situation. Visit www.direct.gov.uk for more information on these.
         

      Paternity leave and pay

      If you are a father-to-be or you’ll be responsible, together with the mother, for bringing up the child, you have the right
            to paid paternity leave, providing you meet certain conditions (see the Direct Gov website, www.direct.gov.uk, for information).
         

      If you are eligible for paid paternity leave, you can take either one or two weeks for your leave. You can’t take odd days
            off and if you take two weeks they must be taken together. You can choose to start the leave:
         

      

      
        
          [image: 411556911] on the day the baby’s born;
            

      
      
        
          [image: 411535811] a number of days or weeks after the baby’s born; or
            

      
      
        
          [image: 411535811] from a specific date after the first day of the week in which the baby’s expected to be born.
            

        

      
      Your leave can start on any day of the week (but not before the baby is born), but it has to finish within 56 days of the
            baby being born or, if the baby’s born before the week it was due, within 56 days of the first day of that week.
         

      If your average weekly earnings are £90 or more (before tax), Statutory Paternity Pay is paid for one or two consecutive weeks
            at £117.18, or 90 per cent of your average weekly earnings if this is less.
         

      Some employers have their own paternity leave arrangements – check your contract of employment. You can always choose the
            statutory arrangement if this suits you better. Rights to paternity leave are extra to your normal holiday allowance.
         

      
        
          Child Benefit 
        

      
      Child Benefit is a tax-free payment that all parents can claim for their child. It is usually paid every four weeks, but in
            some cases can be paid weekly, and there are separate rates for each child. The payment can be claimed by anyone who qualifies,
            whatever their income or savings.
         

      There are two separate amounts, with a higher amount for your eldest (or only) child. In the tax year 2009/10, Child Benefit
            is £20 a week for your oldest child and £13.20 a week for each of your other children. This may not sound like a huge amount,
            but it’s over £1,000 a year for the oldest child, which is almost enough to fully fund the government-sponsored Child Trust
            Fund which all children receive at birth.
         

      Child Benefit is intended to help pay for the upkeep of your child. It will certainly help with the cost of shoes and school
            uniforms. But many parents who can afford to get by without it treat it as a bonus payment that can be used to invest on behalf
            of a child.
         

      Investing your Child Benefit from day one is a great way to get the savings ball rolling – and you won’t miss the money if
            you stash it away before you have a chance to get used to the extra cash in your pocket.
         

      
        If you need further convincing that putting a relatively small amount away each month will be worth it, here’s the proof.
               In November 2007, the Guardian asked investment house M&G to establish whether investing Child Benefit payments could produce enough to cover the entire
               cost of sending a child to university.
            

      
      Taking estimates of living costs from various universities around the country, plus typical tuition fees of £3,075 a year,
            the study estimated that a three-year undergraduate course starting in 2007 would cost at least £30,000. Looking back at the
            Child Benefit rates for the previous 18 years, M&G worked out that parents would have received an average of £53.80 per month
            for an eldest child who is now 18 – amounting to £11,620.80 in benefits. If, throughout those 18 years, they had invested
            that £53.80 each month in a building society savings account, it would have grown to £14,064 after deduction of basic-rate
            tax.
         

      If, however, they had invested the monthly sum in equities, which have historically outperformed other types of investments
            over periods of ten years or more, and had chosen to put it in the M&G Recovery fund, they would be looking at a return of
            £32,701 after tax – more than enough to cover the total cost of university.
         

      
        The Guardian asked another large and long-established investment fund, the Foreign & Colonial Investment Trust, to run the same calculation.
               It found that a sum of £53.80 per month for the 18 years to 2007 invested in the trust would have grown to £30,086.91 after
               tax.
            

      
      Child Benefit can be paid into any bank, building society or National Savings & Investments (NS&I) account that accepts direct
            payment. It’s usually paid every four weeks, but it can be paid weekly if you’re getting Income Support or Income-based Jobseeker’s
            Allowance or if you’re a single parent.
         

      The only way to claim Child Benefit is to fill in a Child Benefit claim form and send it to the Child Benefit Office along
            with your child’s birth or adoption certificate. You can’t claim over the phone or via the Internet.
         

      There are several ways of getting a claim form. You can:

      

      
        
          [image: 411562111] get one from the ‘Bounty Pack’ that’s given to new mothers in hospital;
            

      
      
        
          [image: 411535811] fill in a Child Benefit claim form online at www.hmrc.gov.uk and print it out, although you’ll still have to post it to the
               Child Benefit Office;
            

      
      
        
          [image: 411562911] print out a blank Child Benefit claim form from www.hmrc.gov.uk and fill it in by hand;
            

      
      
        
          [image: 411535811] if you have problems getting a claim form, contact the Child Benefit Helpline on 0845 302 1444.
            

        

      
      Make sure you apply for Child Benefit as soon as your baby is born because HM Revenue & Customs (HMRC) can only backdate your
            Child Benefit for up to three months from the date they get your claim. It is also important to apply for Child Benefit straight
            away, as the application automatically triggers the child’s right to a Child Trust Fund voucher. This voucher from the government
            is worth £250 and must be invested until the child turns 18 in a tax-free Child Trust Fund (for more details turn to Chapter
            12).
         

      
        
          How claiming Child Benefit can protect your State Pension 
        

      
      Another important reason to claim Child Benefit is that it can protect your rights to a State Pension. The basic State Pension
            in tax year 2009/10 is £95.25 a week from age 65. If you are under 50, it is not possible to know what it might be worth when
            you reach retirement, but it’s probably going to be a decent enough sum – and you don’t want to miss out.
         

      So if you’re at home looking after children, or you’re a working parent who doesn’t earn enough to pay National Insurance
            contributions (NICs), there’s a scheme to protect your State Pension. This is called ‘Home Responsibilities Protection’ (HRP)
            and it can protect your State Pension entitlement if you get Child Benefit.
         

      HRP isn’t a benefit but a way of safeguarding how much State Pension you’ll get. Your State Pension is based on the number
            of ‘qualifying years’ you build up during your working life. A qualifying year is one when you earn enough to pay NICs, so
            if you’re not working or not earning enough to pay NICs, your pension could suffer.
         

      HRP stops you losing out if you’re caring for children. It does this by reducing the number of qualifying years you need to
            get a State Pension. Each full tax year when you get Child Benefit for a child under 16 reduces the number of qualifying years
            you need.
         

      Only the person who claims and receives Child Benefit can get HRP. Therefore, if you are married or in a civil partnership
            or living with your partner, it’s important to decide together whose pension most needs protecting. The person you decide
            on is the one who should claim Child Benefit. It’s likely to be the one who stays at home to look after the children. For
            further information about HRP, visit www.directgov.uk.

      
        
          Tax credits 
        

      
      Your family may qualify for financial help from means-tested tax credits. Make sure you investigate this option fully as,
            according to HMRC, nine out of ten families with children are entitled to tax credits.
         

      A family might be entitled to one or both of Child Tax Credit and Working Tax Credit, The money acknowledges and supports
            the costs of bringing up children and can substantially boost the income of even relatively well-off families.
         

      Families on incomes of up to £58,175 a year (or £66,350 a year if there is at least one child who is less than a year old)
            can benefit from Child Tax Credit, whether or not they are working. Parents can follow a simple guide on the Directgov website
            (www.direct.gov.uk) to see whether they are eligible for tax credits. Further information is available on the HMRC website,
            including a number of leaflets which can be viewed online or downloaded as PDFs.
         

      Also, the Tax Credit Helpline (tel. 0845 300 3900) provides information and helps parents to complete their claim form or
            check the progress of their claim.
         

      Child Tax Credit

      Child Tax Credit is for people who are responsible for at least one child or qualifying young person. Child Tax Credit is
            paid direct to the person who is mainly responsible for caring for the child or children.
         

      The payment is made up of two elements: a family element paid to any family with at least one child and worth up to £545 a
            year; and a child element paid for each child in the family and worth up to £2,085 in 2008/09. Parents might get more if they
            have a child under one or a disabled child.
         

      Child Tax Credit is paid into the bank account of the main carer – the person who is mainly responsible for looking after
            the child or children.
         

      Working Tax Credit

      Working Tax Credit is for people, including working parents, who earn low wages. You need to be employed or self-employed
            (either on your own as a sole trader or in a partnership) and usually work 16 hours or more a week. It is paid to the person
            who is working 16 hours or more a week.
         

      You cannot receive Working Tax Credit if you are not working. If both parents are working 16 hours or more a week, you must
            choose which one of you will receive it.
         

      As part of Working Tax Credit you may qualify for help towards the costs of childcare. You can get back up to 80 per cent
            of your costs for eligible childcare up to a maximum of £175 per week. If you receive the childcare element of Working Tax
            Credit, this will always be paid direct to the person who is mainly responsible for caring for the child or children, alongside
            payments of Child Tax Credit.
         

      
        
          Childcare vouchers (from employers) 
        

      
      Childcare vouchers are a government initiative to help working parents pay for childcare such as childminders, nurseries and
            play schemes. Parents and their employers will benefit from running a childcare voucher scheme.
         

      Parents save money because childcare vouchers are exempt from tax and National Insurance. The maximum yearly saving for a
            higher rate taxpayer is £1,195 per parent, so if both parents take childcare vouchers they can save up to £2,390 a year on
            childcare costs. Basic rate taxpayers can save up to £962 a year.
         

      Employers who run a childcare voucher scheme will pay a lower amount of Employer National Insurance, saving up to £373 for
            every employee on the scheme. To implement a childcare voucher scheme, employers simply sign up their organisation and then
            place an order for their participating employees for each pay period.
         

      Be aware that if you sign up for childcare vouchers, this may affect your ability to claim tax credits. Childcare vouchers
            are not treated as being a payment by you for childcare, which means that receiving childcare vouchers will reduce the childcare
            costs that your Working Tax Credit calculation is based on, even if you reduce your salary and receive childcare vouchers
            instead (known as ‘salary sacrifice’).
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