CHILDCARE VOUCHERS – Questions and Answers

Q1
What is the financial advantage of using Childcare Vouchers rather than cash or cheque?

A
Childcare Vouchers are National Insurance exempt, which means you will save either 11% (standard rate of N1) or 9.4% if you have opted out of SERPS (State Earnings Related Pension Scheme).  Therefore, for every £100 you spend on childcare you will save £11 or £9.40.  Savings will depend on how much you spend on childcare – please log onto www.childcarevouchers.co.uk and use the Salary Calculator to receive your own personalised savings quote.


From April 2006 childcare vouchers are tax exempt up to the value of £56 per week, £243.00 per month (equivalent to £2,916 over a year).

Q2
What is the scheme?

A
University of Worcester has Inland Revenue approval to allow staff to choose to take childcare vouchers up to the value of £55 per week/£243 per month/£2,900 p.a. as part of their remuneration package.  This means that if you elect to accept childcare vouchers in exchange for the equivalent reduction in your salary you will not have to pay National Insurance Contribution (NIC) or income tax on the vouchers.

Q3
Can all staff benefit?

A
Yes, but because staff currently only pay 1% NIC on earnings above £31,720 p.a. then staff whose salary is below £31,720 will gain most.


To get the maximum benefit for participating in the scheme it is important to ensure that your adjusted salary does not fall below the NIC Earnings Threshold - there would be no financial benefit as you would not be paying National Insurance Contributions.


As your entitlement to some state benefits is based on the amount of National Insurance you pay, and others on the amount of earnings, having an adjusted salary may affect your current or future entitlement to a range of state benefits.


Please seek further advice from the relevant government agency if you have any queries regarding your state benefit entitlements for any of the following: Incapacity Benefit, State Pension, Jobseekers Allowance, Statutory Sick Pay, Maternity Allowance or Statutory Maternity Pay.

Q4
What happens when there is a pay rise?

A
You will receive any relevant pay awards based on your original salary, i.e. your total remuneration package.

Q5
How will I receive the vouchers?

A
Childcare Vouchers funds will be deposited directly into your Childcare account.  You can access your account over the internet or via the telephone.
Q6
What happens if my childcare costs vary from month to month, e.g. I only pay for childcare during the summer holidays?

A
You should calculate the total annual amount you spend on childcare and divide by 12 to get the average monthly amount you pay on childcare.  This is an ideal way to spread the cost of childcare over the year and to ensure that you received reduced NIC contribution (from April 2005 reduced tax as well).

Q7
What type of childcare can I use the Childcare Vouchers for?

A
Childcare Vouchers can be used for children up to the age of 16.  The following table shows the details of where they can be used.

	CHILDREN UNDER THE AGE OF 8
	CHILDREN OVER THE AGE OF 8

	· Any kind of registered childcare, e.g. childminders, nurseries/nursery schools, after-school clubs, holiday play-schemes, playgroup/crèche.

· Nanny in the family home.
	· Childminders.

· Before and after-school clubs, holiday play-schemes etc.

· Nannies in the family home.



Copies of registration details from registered childcarers will have to be given to the voucher provider.

Q8
What does my childcare provider have to do?

A
When you join the scheme you will be sent an information pack prior to receiving your first voucher.  The pack will include information and registration form(s) for your chosen childcare provider. 
Q9
Can I use more than one childcare provider?

A
Yes, parents can often need to combine different types of care.  All providers’ details can be included in your application form and you will receive registration forms for each provider.

Q10
Can I change my childcare arrangements whilst in the scheme?

A
Yes, although the replacement or additional provider will need to fill in a new registration form.  The information pack you receive when you join will give you details of this.  However, the value of Childcare Vouchers you receive cannot alter unless it is a “life change event”.

Q11
How do childcare vouchers affect my entitlement to tax credits?

A
Entitlement to Child Tax Credit, which is available to 90% of families with dependant children, is very unlikely to be adversely affected by childcare vouchers, as childcare costs are not a factor.


The impact on entitlement to the childcare element of the Working Tax Credit, which provides specific support related to childcare costs would, in most cases be affected because the Inland Revenue considers that when you sacrifice your salary for childcare vouchers then it is the employer who is paying for the childcare and not the parent.   It is, therefore, more likely that continuing to claim for the childcare element of WTC will mean you will be better off not joining the childcare voucher scheme.


Further advice can be obtained by contacting the Tax Credits helpline on 0845 300 390.

Q12
What if I were to leave the employment of University of Worcester, could I get a refund on any vouchers already bought?

A
A refund would not be possible.   You could continue to use the vouchers with a provider of your choice within the UK, providing they are registered with the voucher company.

Q13
Can I leave the scheme at any time?

A
Yes, but only if you experience a major change, such as leaving the University, or a child starting school or if you become pregnant.  These are referred to as “life change” events.  You will be unable to re-enter the scheme until the start of the next financial year (1 August).

Q14
Although I will be better off financially, my gross salary will be less.  How will this affect my credit status, e.g. applying for a mortgage?

A
In replying to credit reference checks we will inform companies of the situation with regard to your total remuneration package.  On the grounds that you are actually better off under the scheme, common logic should mean that you would not be disadvantaged.  However, all lending companies are different and the University can make no guarantees on this issue.

Q15
I am currently paying back a student loan, which is 9% on my earnings over £10K.  Will this alter?

A
Yes, it will alter as the trigger point is based on the salary on which you are liable to pay NIC contributions.  Under the childcare voucher scheme your total gross salary on which NIC is paid will reduce, hence your loan repayment will decrease. There is a proposal to increase the payment threshold to £15,000 a year from April 2005.

Q16
What happens if I go on Maternity Leave to have another baby?

A
This is regarded as a “life change” event and you can decide to leave the scheme and stop receiving childcare vouchers.  Your maternity pay is calculated on the pay you receive 8 weeks prior to the 15th week before your expected date of childbirth, which would be when you are around 16/17 weeks pregnant.  You are, therefore, advised to contact Personnel as soon as your pregnancy is confirmed so that arrangements can be made for you to opt out of the scheme.  Remaining in the scheme up until your due date may impact on your Maternity Pay.  You will be able to rejoin the scheme when you return from maternity leave.

Q17
What happens if I go on long term sick leave, or take unpaid leave?

A
Whilst on paid sick leave your salary will continue to be reduced by the value of your childcare vouchers.  If you are off on long-term sick leave this could be regarded as a “life change” event and the scheme arrangement can be reviewed.  Pleases contact Personnel for advice.  Actual sick pay will be based on your adjusted salary at the appropriate rates.


If your salary falls below the National Minimum wage, your sick pay runs out or you take any other period of extended unpaid leave then the University reserves the right to review the provision of this benefit and agree new employment terms and conditions with you.

Q18
How will childcare vouchers affect my pension?

A
If you are a member of the TP your pension contributions will reduce, as they will be based on your adjusted salary. The benefits are based on the best final salary you have received in the last three years prior to retirement.  In the unlikely event of benefits becoming payable whilst you are in the scheme (e.g. you retire due to ill health or die) the benefits due may be reduced, depending on how long you have been in the scheme.   However, once you no longer receive childcare vouchers and your full salary has been restored, pension contributions and future benefits would be based on the restored salary, providing you have received this salary for at least a year.

If you are a member of the LGPS, there will be no change as the value of the vouchers is deemed to be pension able. 

 If you are contributing to a Private Pension Scheme, you should discuss the possible effects with an independent financial advisor.

Q19
What happens if my fixed term contract ends whilst in receipt of childcare vouchers?


Any ‘severance’ pay would be based on your total remuneration package, i.e. your new basic salary plus the value of the childcare vouchers.

Q20
Why can I only join the scheme on the 1st of a month?

A
As the childcare voucher scheme operates by reducing your basic salary it is administratively necessary to join on the first of the month.

Q21
Can I use the vouchers in the University nursery and vacation play schemes.

A
Yes.

Q22
I receive free Nursery Education Funding for my 3 year old.  Will this be affected if I use Childcare Vouchers Direct?

A
No.  The local Education Authority provides free education places for all three and four year olds throughout the country.  Funding will continue until the child starts full-time education.  You will be able to use Vouchers to pay for any additional fees.

