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Dear Mr Maxwell 
 

Children & Young People (Scotland) Bill 
Kinship Care Proposals: Income Tax Implications 
 
My colleague, Trevor Sanders, wrote to you on 1 November 2013, in response to your letter 
of 7 October. As mentioned in Mr Sanders’ letter, he has asked me to provide you with 
information on the income tax implications of the kinship care proposals. We appreciate that 
you have not requested this advice but hope you will find it helpful nonetheless. 
 
I will start with a summary of the tax rules relevant to kinship carers, in particular, “qualifying 
care relief”. I will then comment on the consequences of these rules in the context of the 
kinship care proposals. 
 
Qualifying Care Relief (QCR) 
 
How does it apply to kinship carers? 
 
For income tax purposes, QCR is available to individuals who provide foster care and/or 
“shared lives care”. The term “shared lives care” encompasses a number of statutorily 
defined schemes in which vulnerable children and adults are cared for in a carer’s own 
home as part of their family. One such scheme is kinship care, providing that the following 
conditions are fulfilled: 
 
The child: 

 is under 18 years of age, and  

 is a ‘looked after child’ [in Scotland, to whom section 17(6) of the Children (Scotland) 
Act 1995 applies]. 
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The carer: 

 receives payment from a local authority (or health service body) for providing the 
care, 

 is related to the child, but is not a parent or step-parent, or has a pre-existing 
relationship with the child, 

 is regarded by the local authority as a suitable person to care for the child, and 

 is not a person in respect of whom a court has made a residence order or special 
guardianship order in relation to the child. 

 
If these conditions are met, then QCR is available to the kinship carer. 
 
What does this mean? 
 
Foster carers and shared lives carers, who receive payment for providing care, are generally 
regarded as carrying on a business. This means that their profits are, in principle, taxable. If 
there is no business, then the income may still be taxable as “miscellaneous income”, which 
is calculated broadly along the same lines as trading profit. 
 
Normal business tax rules require profits to be calculated by deducting allowable expenses 
from income. However, as carers take in people to live with them in their own home as part 
of their family, it can be particularly onerous for them to distinguish allowable expenses from 
private household expenditure. In order to alleviate this administrative burden, the tax 
system provides an alternative method of calculating profits through QCR. 
 
QCR allows payments up to a qualifying amount to be received tax free. The qualifying 
amount for the year is calculated by reference to the number of people looked after and the 
number of weeks in which care is provided for each of those individuals. Most carers have 
no taxable profits as a result. If payments received do exceed this amount, then the taxable 
profit is simply the excess over the qualifying amount. 
 
I would emphasise that QCR is intended to simplify the tax affairs of carers, not to provide a 
tax incentive. In the absence of the relief, most carers would pay little or no tax on their 
caring income if they were to correctly claim allowable expenses against receipts as the 
resulting profits would not exceed the carer’s personal allowance. 
 
Kinship care proposals 
 
Will this be qualifying kinship care for the purposes of QCR? 
 
My understanding is that the kinship care proposals are intended for children who are not 
formally ‘looked after’ (under s17(6) Children (S) Act 1995). As such, the provision of care 
under this type of arrangement will not be an eligible scheme for the purposes of QCR. 
 
Does this mean that tax will be payable on financial assistance received? 
 
The fact that the care arrangement will not fall within the definition of kinship care for QCR 
purposes does not necessarily mean that tax will be payable by the carer. The 
circumstances of each care arrangement would need to be taken into account in order to 
ascertain what the tax position would be. 
 
If informal kinship care of a child is formalised through a residence order, then payments 
received are generally exempted from income tax altogether, so long as the recipient is not a 
parent or step-parent of the child. 
 
Alternatively, the arrangement may still be eligible for QCR on a different basis. For 
example, if certain conditions are met, the arrangement may fall within the category of 
“staying put care”, which is aimed at helping previously looked after children into adulthood. 
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For more informal arrangements, rent-a-room relief may apply. This is available to anybody 
providing accommodation in their own home and allows payments of up to £4,250 a year to 
be received tax free. 
 
I hope that this information is useful. We will be happy to provide further assistance if 
required. 
 
Yours sincerely 
 
 
 
 
Jitendra Patel CTA 
Policy & Technical Adviser 
 
 


