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Payroll News March 2018 

 
Childcare Vouchers versus Tax-Free 

Childcare: What the changes mean 

 
The voucher scheme is soon to 

close to new applicants, to be 

replaced by Tax-Free Childcare, 

which you can apply for now. 

Here, Anne-Marie Fairfax-Tindall 

deals with some of the key 

questions…  
 

What are Childcare Vouchers? 

Childcare vouchers are an employee benefit that working parents are eligible for up 

until April 2018 so long as their employer is signed up to the scheme. You can take 

up to £55 a week of your wages as childcare vouchers, on which you do not pay tax 

or National Insurance. How much you can take depends on the amount you earn and 

when you joined the scheme. 

 

I already use childcare vouchers, what is going to happen to them? 

The Government website states that if you already receive childcare vouchers, you 

will be able to continue to get them for as long as your employer runs the scheme, or 

for as long as you stay with your employer. If you change jobs or your employer 

stops running the scheme, you can apply for the tax-free childcare scheme instead. 

You cannot receive childcare vouchers and sign up to the tax-free childcare scheme at 

the same time. 

 

Can I still sign up for the childcare voucher scheme? 

Yes, but on 6th April 2018, the scheme will close to new applicants. 

 



2 | Harwood Hutton Payroll News 

 

What is tax-free childcare? 

It doesn’t have anything to do with the income tax that comes off your earnings. 

Rather than having a tax-free allowance for childcare, under the new scheme, eligible 

families will get 20% of their annual childcare costs (up to £2,000) paid for by the 

state. 

 

On www.gov.co.uk it says the Government will pay £2 for every £8 you pay your 

childcare provider, via an online ‘Childcare Account’. You can get up to £500 every 

three months (£2,000 a year) for each of your children to help with the costs of 

childcare. 

 

The Government’s payments are capped at £2,000, so if you pay in more than £8,000, 

you will receive no extra help. However, if your child is disabled, the Government will 

pay up to £4,000 a year until they are aged 17. 

 

How do I apply for tax-free childcare? 

You can apply and set up an online childcare account via Childcare Choices. It will 

take around 20 minutes. Make sure you have your (and your partner’s, if you have 

one) National Insurance Number to hand (or your Unique Taxpayer Reference if you 

are self-employed).  

 

You can pay in as much or as little as you like and are under no obligation to make 

regular payments. Other people, such as family members and employers, can also 

pay into your account. 

 
 

Auto Enrolment pension  

contribution increases 
 

The minimum contributions you and your 

staff pay into your automatic enrolment 

workplace pension scheme are increasing. 

This is also known as ‘Phasing’.  
 

Minimum contributions are increasing in two phases. The first increase must be in 

place from 6 April 2018 and the second from 6 April 2019. 

 

To whom does this apply? 

All employers with staff in a pension scheme for automatic enrolment must take 

action to make sure at least the minimum amounts are being paid into their pension 
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scheme. This applies to you whether you set up a pension scheme for automatic 

enrolment or you decided to use an existing scheme. By law, a total minimum 

amount of contributions must be paid into the scheme. You, the employer, must 

make a minimum contribution towards this amount and your staff member must 

make up the difference. If you decide to cover the total minimum contribution 

required, your staff will not need to pay any contributions. 

 

The table below shows the minimum contributions you must pay and the date when 

they must increase: 

 

Date 

Employer min. 

contribution 

Staff 

contribution 

Total min. 

contribution 

Until 5 April 2018 1% 1% 2% 

6 April 2018 to 5 April 2019 2% 3% 5% 

6 April 2019 onwards 3% 5% 8% 

 

Members should know what is happening 

When a member of staff was first automatically enrolled, the letter they received 

from the employer will have set out that contribution levels will increase over time. 

 

There are no additional duties under automatic enrolment for employers to advise 

members about the increases, though they may wish to do so anyway to help 

minimise queries, or reduce the number of workers subsequently leaving their 

schemes.  

 

Employers should still be mindful of the need to consult their members if changes 

are made to the minimum contribution levels before the 6 April changes to 

contribution rates. 

 

 

If you have a payroll-related query, please contact 

 

ANNE-MARIE FAIRFAX-TINDALL 

01494 739500 

AnneMarieFairfax@harwoodhutton.co.uk 


