Chartered Accountants and Business Advisors

August 2019

Government childcare scheme - tax-free

top-up

Introduction

Working parents can receive a tax-free top up from the
Government to help with their childcare costs. The top up
is worth £500 every three months (£2,000 a year). A
higher top-up of £4,000 a year (£1,000 every three
months) is available where the child is disabled.

To receive the top-up, eligible parents must open an
account online. The Government will provide a top-up of
£2 for every £8 deposited by the parents, up to the above
limits. The money in the account is then used to pay for
childcare with a registered provider.

Who is eligible?

To qualify for tax-free childcare, the claimant (and their
partner if they have one) should be in work, on sick leave
or annual leave or on parental, maternity, paternity or
adoption leave. The scheme is open to both the employed
and the self-employed. However, earnings conditions
apply.

The claimant (and their partner if they have one) must
earn a minimum of £131.36 per week on average (which
is equivalent to 16 hours at the National Living Wage of
£8.21 per hour for 2019/20 for people age 25 and over).
This equates to £1,707.68 over three months. This limit

does not apply to a self-employed person who started
their business within the previous three months.

There is also an earnings cap — tax-free childcare is not
available where the claimant or their partner has ‘adjusted
net income’ of more than £100,000. This is broadly
taxable income before personal allowances, less items
such as gift aid.

The child

Tax-free childcare is available for a child who is 11 or
under and who lives with the claimant. Eligibility ceases
on 1 September following their 11th birthday. A disabled
child remains eligible until they are 17.

Using tax-free childcare

Tax-free childcare can be used to pay for childcare that is
approved childcare. This includes childminders, nurseries,
nannies, after school clubs, playschemes and home care
agencies. The childcare provider must sign up to the
scheme.

Interaction with tax-credit and Universal Credit

Tax-free childcare is not available at the same time as
working tax credit, child tax credit or universal credit.
The childcare calculator is available on the Gov.uk
website at www.gov.uk/tax-free-childcare.

Employer-supported childcare and childcare
vouchers

Similarly, an employee cannot benefit from both the tax-
free top-up under the Government scheme and the tax
exemption for employer-provided childcare vouchers or
employer-supported care. Again, what is the best option
will depend on personal circumstances. An employee
within an employer scheme must tell their employer they
have applied for tax-free childcare within 90 days of
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making the application. If you have any questions or concerns, please contact:

Ashley Clarkson FCA BSc (Hons)
How to apply Director
AMEC Consultancy Limited
M: 07775 940992
E: ashley@amec-consultancy.co.uk

Applications for tax-free childcare can be made online at
www.gov.uk/apply-for-tax-free-childcare.

Recommendation

For more information about AMEC Consultancy and its
services, please visit:
www.amec-consultancy.co.uk

It is important for the application to be made at the
appropriate time, so you do not miss out. There are often
restrictions to the length of time they can be backdated.

Information to readers

This material is published for the information of clients. It provides only an overview of the regulations in force at the date of publication,
and no action should be taken without consulting the detailed legislation or seeking professional advice. Therefore no responsibility for
the loss occasioned by any person acting or refraining from action as a result of the material can be accepted by the authors or the firm.



