Childcare Voucher Scheme (People Management Handbook for Schools)
Childcare vouchers are a government approved employee benefit that allows the employee to receive part of their salary free of tax and National Insurance (NI) in the form of electronic vouchers.

Where applicable, the provisions of this Scheme are incorporated into individual employee's contracts of employment.
1.

Childcare Vouchers - Tax Free 

1.1
Childcare vouchers are a government approved employee benefit that allows the employee to receive part of their salary free of tax and National Insurance (NI) in the form of electronic vouchers. As this tax free benefit is run as a salary sacrifice scheme, the employee agrees to a variation in their contract of employment, 'sacrificing' part of their salary in order for them to receive childcare vouchers. 

1.2
Electronic childcare vouchers are an alternative method of payment for registered childcare. An employee can use them to replace or run alongside their existing payment methods of cash, cheque, standing orders etc.

2.

How the scheme works
2.1 
Employees will have their own personal childcare account through which they make payments to their child care provider. Once registered (as detailed in section Application Process) P&MM (the company who operate Childcare Plus on behalf of the City Council) will write to the employee giving them all the details that they will need.

2.2 
The employee needs to elect to 'sacrifice' part of their taxable salary (up to a maximum of £55 per week which equates to £243 per month) which is then used to pay in full or part payment for childcare. This will be both Tax and NI free, therefore providing the employee with considerable savings over the year.

2.3
The amount 'sacrificed' from the employee's salary is transferred into the employee's Childcare Plus account. They can then access this account (using a personal login and password) to make payments to their childcare provider either via the internet or by using the free-phone hotline. The employee is also able to check the balance and view their statement.

2.4
The employee can make ad hoc payments to their specified provider or set up regular payments on a specific day/date each week/month.

3.

Eligibility
3.1
All employees who have a contract of employment with the City Council whose earnings do not fall below the lower earnings limit for NI purposes and who would be receiving at least the national minimum wage after the salary sacrifice are eligible to join the scheme. 

3.2
The scheme can be used by those employees who pay for the care of their children with a registered childcare provider. These could include nurseries, Creches, play groups, child minders, out of school clubs, holiday play schemes and nannies (as long as they are registered). A registered childminder, nanny, nursery or childcare scheme is one that is registered by OFSTED or the National Care Standards Commission. 

3.3
The tax and NI legislation describes a "qualifying child" as a child up to 1st September after their 15th birthday (16th birthday if the child is on the blind register or came off it in the last 28 weeks or if the parent receives Disability Living Allowance for the child.) The child should also be the employee's child or should be living with the employee for whom he or she has parental responsibility. (Parental responsibility means all the rights duties powers responsibilities and authority which by law a parent of a child in relation to the child and the child's property).

3.4
If the employee and their partner both work for the City Council and both have responsibility for the same child, then they will be entitled to split the cost of the childcare between them. They will then qualify for the above savings as the £55 (£243) tax allowance is allocated per parent.

4.

Restrictions
4.1
Due to NI legislation, childcare vouchers cannot be claimed if the child is cared for by their spouse/partner or relative or any other unregistered childcare provider.

4.2
The amount of salary sacrificed must not reduce the salary left to below the national minimum wage rate and the lower earnings limit.

4.3
When applying for childcare vouchers, any deductions cannot be made retrospectively.

4.4
Many working parents benefit from both Tax Credits and childcare vouchers, however, before joining the scheme it is advisable to check with the Tax Credits helpline or look on the Her Majesty's Revenue and Customs (HRMC) website- www.hmrc.gov.uk/childcare
4.5
An employee's state pension and other benefits such as Statutory Sick Pay (SSP) and Statutory Maternity Pay (SMP) can be affected by the level of Nl contributions they make. Further information can be found in http://www.hmrc.gov.uk/specialist/salary sacrifice.htm 

4.6
The childcare provider must be registered if they are to be paid through Childcare Plus.

5.

Application Process 
5.1
The employee needs to have first registered their Employee ID card (City Card) with Lifestyle Benefits. Further details on how to do this are found in the Works Perks booklet, on the Works Perks website (www.worksperkslifestyle.co.uk) or by contacting the HR administration team. 

5.2
The employee should complete the online application form at www.salaryplusncc.co.uk, print this off, sign and return it to the HR Administration Team.
5.3
As an alternative, the employee can telephone the (P&MM) Childcare Plus team on 0800 161 3042. A team member will complete the application form with the employee over the phone and this will then be sent to the employee's home address for their signature. The employee must then send the form to the HR Administration team. 
5.4
To avoid unnecessary delays when registering for childcare vouchers, the employee should provide P&MM with the name and address of their child carer. P&MM will then contact the childcare provider, ask whether they are in agreement to be part of the scheme and will then register them. 
5.5 
Completed application forms should be returned to the HR Administration Team, who will verify all the details and check that the employee meets the eligibility criteria (as detailed in 3 and 4). 
5.6
The employee can elect to have up to the maximum of £55 per week/£243 per month deducted from their salary. The value chosen will be shown on the employee's pay slip. This will be deposited into the Childcare Plus account and they will not have paid tax or NI on this amount. 

5.7
The tax and NI saving is per parent rather than per child. Therefore even if the employee pays childcare for more than one child they will still only be able to sacrifice up to a maximum of £243 per month. 
5.8 
For administration reasons an employee will need to give 28 days' notice to HR administration if they wish to vary the amount or to stop the salary sacrifice arrangements.
5.9 
If for any reason the employee does not use the money in their Childcare Plus account they will not receive a refund. This will stay in the account for up to four years and can be used any time during that period as long as it is to pay for registered childcare as per 3.

6.

Pensions, Statutory Payments and Tax
6.1
An employee's pension will not be affected by the salary sacrifice as they will continue to pay pension contributions based on their gross (total) pay. Tax and NI will be deducted in the normal way on their total pay after the £55 per week/£243 per month allowance has been deducted. The amount of tax and Nl contribution they pay will decrease as they will now pay tax and NI contributions on a new lower cash salary.

6.2
If an employee is already in receipt of childcare vouchers and they become pregnant again, their SMP for the first six weeks (90% of earnings) is based on the salary they were receiving prior to them going on maternity leave. This would be based on the amount after their salary sacrifice has been deducted as the calculations for SMP are based on the average earnings taken from the weeks immediately following the 16th week of pregnancy. 
6.3 
If an employee wishes to end their salary sacrifice agreement and receive SMP and Occupational Maternity Pay (OMP) based on their original earnings and they no longer wish to receive childcare vouchers, they would need to comply with the notice period as stated in paragraph 5.8 before the 16th week of pregnancy. 
6.4 
If HR administration do not receive notice to cease this arrangement, it will be assumed that employees wish to continue to receive childcare vouchers. It should be noted however, that they are not allowed to increase the amount they 'sacrifice' after the 16th week of pregnancy. 
6.5 
Childcare vouchers are classed as a non-cash benefit and under changes to the Sex Discrimination Act and the Maternity and Parental Leave Regulations; employees are entitled to continue to receive childcare vouchers throughout the whole of the Maternity Leave period. 
6.6 
As statutory payments cannot be 'sacrificed', the monthly deduction previously made from the employee's salary for the childcare vouchers will be suspended once Statutory Maternity Pay commences (and Occupational Maternity Pay where eligible).
6.7 
The employee will still receive the regular payments into their Childcare Plus account throughout their Maternity Leave period. 
6.8 
Once the employee returns to work the salary sacrifice arrangements will be reinstated. 

7.

Withdrawal of the scheme
7.1
The employee should be aware that this scheme is governed by the prevailing tax and NI regulations, and as such it may be amended or withdrawn at any time if these change. As much notice as possible will be given if this were to happen.

8.

Childcare Vouchers - Assisted Scheme

8.1
This scheme makes a contribution to childcare costs for lower earners and will be in the form of electronic childcare vouchers. 

8.2
The table illustrates the joint income of the household that will be taken into account when assessing the scale of employer's contribution payable which is effective from the 1 April 2009 pay award: 



	Annual Joint Household
(Income (Gross) (£'s)
	% Contribution
	Maximum payable per week (£'s)

	Up to £17,484 per annum
£17485- £21,174 pa
	75

65
	65.00

55.00

	£21,175-£26,305 pa
	55 55
	43.00




8.3
Employees can use this contribution towards the cost of registered childcare and the vouchers can be used for part payment alongside their existing payment methods of cash, cheque, standing orders etc. 
8.4
The employee is also able to join the Childcare Vouchers - Tax Free scheme as detailed in Section 1. It should be noted that if they already receive the tax and NI exemption, then they will not be eligible for a further £55 exemption on the Tax Free scheme. 
8.5 
Being in both childcare voucher schemes is of particular benefit to those employees who receive the lower contribution from the City Council. 

8.6
If employees need any more information on how this may affect their Working Tax Credit, then they are advised to look at the HMRC website - www.hmrc.gov.uk/childcare under the Salary Sacrifice Tax Credit heading.

9.

Eligibility 

9.1
Both parents/partners/guardians must be in employment, unless the employee's partner is disabled or the employee is a lone parent. 
9.2 
If the employee or their partner job share or work part time within the City Council, both have responsibility for the same child, then they will be entitled to split the cost of the childcare (as long as it is registered) between each other in order to qualify for the savings as detailed below. This is because the tax allowance is allocated per parent. They will however only receive a pro rata contribution from the employer. 

9.3
One parent/partner/guardian must have a contract of employment with the City Council and be employed for at least 12 months. Casual workers are not able to join the scheme. 
9.4 
To qualify, the child should meet the criteria as stated in paragraph 3.3. 
9.5
The employee's partner must not already be receiving assistance with child care costs for the same child/children from their employer. 

9.6 
Childcare Vouchers may be suspended during any period of absence from work of more than one week. This may include extended sick leave but will exclude annual leave and maternity leave (as detailed 6.5.) 
9.7
Assistance contributions will be provided for payments made to registered childcare. These include childminders; nurseries; play-schemes[1]; out-of-hours clubs on school premises run by a school or local authority; childcare schemes run by approved providers; childcare given in the child's own home by a person approved to care for that child or children[2], childcare given in the child's own home by a domiciliary worker nurse or nanny from a registered agency who cares for the child or children[3]and approved foster carers (the care must be for the child who is not the foster carer's foster child). 

9.8 
A registered childminder, nanny, nursery or childcare scheme is one that is registered by OFSTED or the National Care Standards Commission. 
9.9 
The City Council will also provide assistance to those employees who use a close relative (full or half blood) as defined in the Children Act 2004 but they will not be eligible for Tax and National Insurance Contributions (NIC's) exemption.

10.

Scale of Allowances and Payments
10.1 
The City Council will provide a percentage contribution towards the costs of child care expenses based on the table in above, taking into account the joint income of the household and the employee's childcare costs.
10.2
The contribution will be based on a calculation which considers the household income, hours and childcare costs, up to the maximum weekly amount payable. 
10.3
The first £55 worth of vouchers (per week) will be both tax and NI free. The maximum allowance is £2,860 per annum and therefore financial savings can be made. This £55 ceiling is allocated per employee (not per child) and will stay the same regardless of the number of children claimed for. The remaining allowance/sum will be subject to tax and NI which will be deducted through the payroll.
10.4 
The above exemption from tax and NI applies solely to registered childcare. 
10.5
Employees will have their own personal childcare account through which they make payments to their child care provider. Once registered (as detailed in section 5) P&MM (the company who operate our Childcare Voucher Schemes on behalf of the City Council) will write to the employee giving them all the details that they will need.
10.6 
Should there be insufficient funds available to those eligible employees, a waiting list will operate and contributions will be allocated as funds become available.
10.7 
Working Tax Credit only (not Child Tax Credit) will be taken into account as part of the Annual Joint Household Income and must be declared. 

10.8
If an employee is claiming the childcare element of the Working Tax Credit, then they will need to inform HMRC of the change in circumstances as their qualifying childcare costs will reduce by the amount being paid by the employer. They are advised to on the HMRC website - www.hmrc.gov.uk/childcare under the Tax Credit heading.

11. 
Applications Process
11.1
Employees should complete a standard application form, which will need to be accompanied by:

· a copy of any documentation that confirms date of birth of child; 

· a completed childcare charges form (completed by childcarer); 

· proof of partner's gross earnings, e.g., current pay slip or employer's letter, or an accountant's statement (if employee's partner is self employed); it should be noted that where earnings fluctuate, details of the last three months' earnings must be provided; 

· details of other income, e.g., building society interest; 

· child carer's registration and approval document.

11.2
The employer's contribution will be reviewed annually following the pay award agreement and when an employee's individual circumstances change. The maximum period over which applications may be backdated (due to the above changes) is three months.

12. 
Conditions
12.1
Employees who knowingly supply false information or who do not inform Nottingham City Council of a change in their circumstances (as detailed above) that may affect their eligibility for the scheme are likely to have their allowance withdrawn and may be subject to disciplinary action.
12.2 
Employees must notify HR Administration of any change in their or their partner's circumstances. For example, if the employee/partner change hours, jobs, salary, and receive any benefits not already declared as this may affect their eligibility for the vouchers.
12.3 
Employees must notify HR Administration of any period of absence from work of longer than one week. This may include extended sick leave but will exclude annual leave and maternity leave. 
12.4
Employees must provide written confirmation that they and their partner are not receiving childcare vouchers from another employer. 

12.5
Employees must notify HR Administration of any changes in the registration or approval status of their childcare or any change of childcare.

13.

 Management
13.1
Applications will be assessed by HR Administration and the vouchers are currently supplied by P&MM through their Childcare Plus account.

14.

Legal Responsibility
14.1
Employees are responsible for making all arrangements for childcare and the City Council is not able to accept responsibility or liability for securing childcare provision or resolving any problems that arise from an individual employee's choice of child care.



[1] Childcare provided away from the child's own home is required to be registered (in England and Wales) for children up to and including 7 years. A childminder/carer looking after a child aged 8 and over will need to seek 'approval' under the voluntary Childcare Approval scheme if they wish to be a qualifying child-carer.

[2] Childcare provided in the child's own home will not qualify for the exemption from tax and national insurance if the person approved to give that childcare is a relative of the child. Relative means parent, grandparent, aunt or uncle, brother or sister (whether by blood, half blood, marriage or affinity) and includes step-parents. 

[3] As per 2 on page 5

