Child care Vo uc hersW h a t ar e th e y al l a bo u t ?

Looking after your children is one of the most rewarding but exhausting jobs in the world.
If you’re one of the millions of mums and dads who also works, you’ll probably be worried
about the extra cost of childcare.
According to the Daycare Trust, a typical full-time nursery place for a child under two costs
£167 a week in England with typical costs ranging from £173 to £226 a week in London and
the South East*.
With childcare costs at a premium and more working parents than ever before, it’s hardly
surprising that childcare vouchers are becoming more and more popular. Since the
Government introduced tax and National Insurance (NI) savings on childcare vouchers in
2005, hundreds of thousands of hard-working parents have benefited from choosing them.
There are plenty of good reasons why parents value childcare vouchers, but they’re not for
everyone and in this guide you’ll find out why. All sorts of information is available about
childcare vouchers, but a lot of it can be confusing. If you just want to know what they’re all
about and the pros and the cons, then this guide is for you. It will help you decide whether
childcare vouchers are right for your family and if they are, you’ll find information on how to
go about receiving them.

What are childcare vouchers?
Childcare vouchers are a form of ‘employer supported childcare’ and an easy way for
your employer to help support you with your childcare. They will need to have a childcare
voucher scheme in place before you can start receiving vouchers and this guide will help
you persuade them how easy it is to introduce one if they haven’t already.
The way a scheme works is that your employer gives you the option
to take part of your salary in childcare vouchers, which is
arranged through payroll, and the value of vouchers you
choose to take is tax and NI free. This process is called
‘salary sacrifice’. Because the vouchers
are tax and NI free, you end up with more money in
your pay packet than you would have had if you had
paid for your childcare with cash from your normal
taxable pay.
* Childcare Costs Survey 2009, Daycare Trust

“The scheme was a huge financial relief to me and I’d recommend it
to anyone. When I signed up, my daughter was in nursery, she’s
now in school so only needs childcare during the holidays. I now take
21 a month in childcare vouchers which covers around two-thirds of
my bill. Come summer, it’s a massive relief to have 200 of vouchers
saved up, especially when I’m saving money towards family holidays
as well.”
Laurie Butler, HR Policy Advisor, HM Revenue & Customs

Am I eligible?
Childcare vouchers are available to both mums and dads and there are just a few key things
you need to think about before signing up to your employer’s scheme:

Is your child a qualifying child?
Childcare vouchers are not just for babies and can be used to pay for the care of children
up to the age of 15 (until 1 September following their 15th birthday) or 16 if your child is
disabled (until 1 September following their 16th birthday).
So if you have teenagers you can use childcare vouchers
to pay for holiday clubs or play schemes during school
holidays.

Do you have parental responsibility
for the child?
You can use your vouchers to pay for the care
of any of your children, or a child for whom
you have parental responsibility and who lives
with you.

Is your carer ‘registered’ or ‘approved’?
You can use your childcare vouchers to pay for
a wide range of childcare, as long as it is
‘registered’ or ‘approved’ with an appropriate
body (see Where can I use the vouchers)

What’s this salary sacrifice?
Although there are a few employers who offer childcare vouchers as
an extra perk on top of your usual pay, you’ll normally be offered them
through a scheme called ‘salary sacrifice’. This sounds complicated
and even a bit painful, bit in fact it’s a simple way of saving you money.
What it means is exchanging part of your salary for a non cash benefit
in the form of childcare vouchers, so you don’t pay tax or NI on that
part of your wages. In other words you get more value from
your salary each month, and this is how it works:
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Although the vouchers must be used to pay for childcare, the money that stays in your pay
packet through the tax and NI savings can be spent on what you like. Some people spend it
on family days out or holidays, and some parents choose to put it towards their childcare
costs to make them more manageable.
Visit www.childcarevouchers.co.uk and click on ‘Savings Calculator’ to work out how much
you could save.

Do I have to take the full amount?
Although the maximum value of vouchers you can take each month that is tax and NI free
you do not have to take that value if your childcare costs are lower.
Vouchers are normally provided monthly (or weekly) in line with your paydate. If the amount
that you pay for childcare varies each month (or week), simply add up the amount you pay
across the year and divide it by 12 (or 52) to get an average monthly (or weekly) figure you
can then request in vouchers.
You don’t need to use your vouchers as soon as you get them. You might want to spend
them during school holidays or at times when you’ll need them most, but just check with
your employer that they will allow you to do this.

How do they work?
Your employer would need to have introduced a
scheme whereby you have the option to agree to
receive childcare vouchers in exchange for a part of
your salary. As we mentioned before, the vouchers
you receive will be tax and NI free and will allow
you to pay for ‘registered’ or ‘approved’ childcare.
Employers will usually ask a voucher administrator
to take care of the operational side of things for
them, so what does that mean?
Your employer will set aside a part of your salary
each month (or each week) and will instruct the
voucher administrator to provide you with the equivalent
in childcare vouchers.

Vouchers are available in electronic or paper format and
normally your employer will choose which format you’ll
receive your vouchers in. These days electronic vouchers
are the most popular which you access through a
personal childcare vouchers account that works in
a similar way to online or telephone banking.
You can then access your electronic childcare vouchers
account to request a payment to your carer(s) either via
the internet or telephone, 24 hours a day, 7 days a week.
You can even set up a standing order to request repeat
payments, making the process as simple as possible.
Alternatively you could receive paper vouchers by post at
your home address which you then give to your carer(s) as
you would cash.
Whatever the format of vouchers you receive, your employer will have arranged for the
voucher administrator to reimburse your carer, quickly and normally straight into their
bank account.
If your paper vouchers or electronic payments don’t cover the full cost of your childcare,
you’ll need to agree with your carer(s) how you will cover the outstanding balance.

The Edenred Childcare Voucher Scheme is so easy to use as the amount I
decided to deduct from my salary is transferred electronically straight
from my childcare voucher account to my carers account, making the
whole experience very simple. I have now set up a standing order so that I
don’t have to think about this again.
The amount I save from National Insurance and Tax helps me with
nappy costs!
Claire Smith, HR Projects Manager, Cardiff and Vale NHS Trust
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Where can I use the vouchers?
The important thing to remember is that vouchers can only be used to pay for childcare
which is ‘registered’ or ‘approved’, but this covers a wide range of options including:
• Home based care such as childminders, nannies and au pairs
• Pre-school care such as nursery schools, play schools and crèches
• Care for older children such as out of school clubs* (breakfast clubs, afterschool
clubs, boarding) and holiday clubs.
* The care must be optional, invoiced separately to education and provided out of school hours
on the school premises or by the local authority.

What’s the difference between registration,
approval and affiliation?
‘Registered’ and ‘approved’ is the status of the carer in terms of official certification.
The current registration and approval bodies include:
• Ofsted Childcare Register – Compulsory (England)
• Ofsted Childcare Register – Voluntary (England)
• Local Health and Social Services Trusts (Northern Ireland)
• The Care Commission (Scotland)
• Childcare Approval Scheme (Wales)
• The Care Standards Inspectorate for Wales
If your employer has chosen a voucher administrator
to handle the scheme for them, your carer(s) will
also need to be ‘affiliated’ with that specific voucher
administrator. Each voucher administrator has a
network of carers that are being paid by parents
who receive their vouchers. In order for the voucher
administrator to reimburse your carer(s), they will
need to have some information, including their bank
details and a copy of their childcare certification, and
this is called the affiliation process.
If you choose to take childcare vouchers and you discover
that your carer(s) is not affiliated with your employer’s chosen
voucher administrator, all your carer(s) needs to do is complete an affiliation form
which can be online or in paper format, depending on the voucher administrator.

It is always a good idea to check with your carer(s) that they will
accept the vouchers before you choose to receive them. These
days schemes are so simple and straightforward for both
you and your carer that they are usually more than happy
to receive childcare vouchers as a payment method.
You have the freedom to change your childcare
arrangements whilst you are in the scheme and use
your vouchers to pay more than one carer if you wish,
as long as they are ‘registered’ or ‘approved’ of course.
If you’d like more information, HM Revenue and Customs
has produced a leaflet giving details of the standards
carers must meet to be ‘registered’ or ‘approved’ and is
available online at www.hmrc.gov.uk/leaflets/ir115.pdf.

I live in Scotland / Northern Ireland – can I use
childcare vouchers?
Because at the moment there’s no voluntary approval scheme for nannies or home
childcarers in Northern Ireland, you can’t use the vouchers for these types of childcare but
you can use childcare vouchers to pay carers who are registered with a local authority.
In Scotland, independent nannies and au pairs (i.e. those not currently registered with
an agency) are excluded, as the Care Commission in Scotland does not approve them.
However, if your nanny works in Scotland for a registered nanny agency, then that nanny
can receive tax and NI exempt vouchers on the basis of the agency’s registration.

How about using vouchers to pay relatives for childcare?
Unless your relative is ‘registered’ or ‘approved’, the childcare they provide can’t be paid for
with childcare vouchers.
If they are ‘registered’ or ‘approved’, their childminding must include children who aren’t
relatives and where the care isn’t given in the child’s own home.

But are vouchers right for me?
Because the vouchers are provided as a benefit following a reduction in your salary and the
tax and NI savings are calculated by your employer’s payroll, you must have an employer
to be eligible for the vouchers. If you’re unemployed or self-employed you won’t be able to
get them.
A word of caution - if you receive the childcare element of working tax credits, which
provides specific support related to childcare costs, this will in most cases be affected by
choosing childcare vouchers.
If your employer is already offering a scheme, they may be able to help you work out the
financial implications for your family. For example, voucher administrator Edenred,
provides a free online Tax Credit Estimator which will very
quickly help you to decide if vouchers are right for you.

If you want to know whether you would be better off with tax credits or childcare
vouchers, you can use the HM Revenue & Customs’ online calculator at
www.hmrc.gov.uk/calcs/ccin.htm

If you’re earning near the National Minimum Wage (NMW) childcare vouchers may not be
right for you. That’s because your salary can’t fall below the NMW once you have made a
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How do I start receiving
childcare vouchers?
As we mentioned before, your employer will need to
be offering a scheme in the first instance. If they are
offering a scheme and you do decide you would like
to take part of your salary in childcare vouchers,
enrolling is quick and easy.
All you need to do is complete a Salary Sacrifice
Agreement form, which will be available from your
employer. This form confirms that you have agreed with
your employer to take part of your salary in childcare vouchers.
Some voucher administrators will handle this enrolment process on behalf of your
employer and you’ll be able to access a simple online form which will only take a few
minutes to complete.

Leaving the scheme
You would normally take vouchers for a minimum period of 12 months, but if you experience
any of the following your employer may amend the value of vouchers you receive or let you
leave the scheme at a certain time in the year:
• Change in the type of childcare requirements
• Change to working hours or location
• Leaving the organisation
• Long term illness
• Birth or adoption of a child
• Divorce / end to a long term relationship
• Death of a partner, child, carer
• Changes to a financial circumstance that means childcare vouchers
are no longer appropriate.
If your circumstances do change and vouchers don’t work for you any more, or you move to
another job, you can agree with your employer when you will stop receiving them.

Common misconceptions
Childcare vouchers are just for working mums...
False – both mums and dads can opt to take part of their salary in childcare vouchers as
the tax and NI savings that you make are per person.

Childcare vouchers are only for parents with babies and toddlers...
False – vouchers can be used to pay for the care of children up to the age of 16 – so
parents can use them to pay for out-of-hours school clubs and play schemes as well
as holiday clubs.

My partner takes childcare vouchers so I can’t...
False – if you have a wife, husband or partner who also works for an employer that
operates a scheme, you can both take childcare vouchers and double your household
savings. Even if you work for the same company you can still both take childcare vouchers.

I work for a small company so it’s not really worth them
setting up a scheme...
False – if anything childcare vouchers are an even more valuable resource for small or
medium sized companies, whose productivity can be seriously affected if a key member of
staff leaves or fails to come back after maternity leave. There is also a very low level of
administration with a childcare voucher scheme, making it a practical option for businesses
who don’t have the back up of a fully fledged HR team.

It’s a hassle to join a scheme...
False – once you have decided that childcare vouchers are right for you, joining your
employer’s scheme is quick and simple. All you need to do is complete a Salary Sacrifice
Agreement form and your employer will let you know how to go about doing this.
The savings you make really are worth the ten minutes it takes to complete a form.

I use two different carers for my child so I can’t use vouchers...
False – you can use childcare vouchers to pay as many carers as you like as long as
they are registered or approved. You can also change your childcare arrangements whilst
in the scheme.

The value of vouchers I can take depends on the number of children I have...
False – the maximum value of vouchers you can take each month is £243 regardless of
the number of children you have but you can use the vouchers to pay for the care of more
than just one of your children.

I haven’t got internet access so electronic vouchers aren’t right for me...
False – some voucher administrators will have an automated telephone service that
you can call to hear the value of vouchers in your childcare vouchers account and request
payments to your chosen carer.

About Edenred
We help organisations engage and motivate people to achieve
enhanced performance
Our unique and unrivalled total reward solutions:
Employee benefits solutions that encompass the management of your flexible and
voluntary benefits, employee discounts and salary sacrifice schemes, that can be
deployed to drive engagement at a company-wide level or focused around specific
segments of your workforce.
Incentives and rewards solutions that can motivate, create behavioural change and
improve performance, centred around the widest choice of reward platforms and
mechanisms and that offer the recipient the widest choice of redemption options.
Expense management solutions that help streamline and simplify your routine payment
processes, reducing administrative burden, saving money and helping make life easier
for everyone.
Communication services that ensure your investment in incentives, rewards and
employee benefits are understood, valued and appreciated, delivering maximum returns
for your business.
This offering is available to our clients as a fully integrated solution or as individual
products that meet a specific need or requirement, either at a local, national or
international level.

Edenred (UK Group) Ltd, 50 Vauxhall Bridge Road, London SW1V 2RS
tel: 0843 453 4406 web: www.edenred.co.uk email: sales@edenred.co.uk

