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A new ‘tax-free’ scheme opens  
to help reduce childcare costs
By Tim Hardy, Shipleys Chartered Accountants

At the end of April the Government’s new 
Tax-Free Childcare Scheme opened to help 

parents save money on their childcare bills.
Parents of children aged under four on 31 August 
2017 have been able to enter the scheme first, 
and the scheme is expected to open to all eligible 
parents by the end of 2017.  The existing childcare 
voucher scheme (Employer-Supported Childcare) 
will close to new entrants next April.

How it works The new scheme operates like a bank 
account, into which money can be deposited by anyone.  
For every £8 paid in, the Government will top up the 
account with £2 – provided this is used to pay registered 
childcare providers.

Up to £8,000 per child under 12 can be put into the 
account each year, and this will generate up to £2,000 
more from the Government.  For disabled children, the 
amount doubles and applies up to the age of 17.

The scheme is marketed as ‘tax-free’ but is only really so 
to those in the basic rate band of income tax. The 20% 
Government contribution effectively reimburses their 
20% income tax deduction.  For those paying the 40% 
tax rate the scheme is not really tax free. 

Do you qualify? In order to benefit from the new system 
both parents much be employed for at least 16hours 
a week and be paid at least the national living wage.  
Those who are self-employed must be able to prove they 
generate an income of this amount. 

The scheme is not, however, available to anyone claiming 
tax credits, or to any families where either parent earns 
more than £100,000 per year. Families who have only 
one working parent will also not be eligible and parents 
who are separated or divorced may find the new system 
more difficult. 

Who will benefit? The scheme will greatly help the 
self-employed who were ineligible for the old childcare 
vouchers, and those employees whose workplaces didn’t 
offer the past voucher scheme.  It is hoped the Tax-Free 
Childcare Scheme will cut childcare costs by up to 
£2,000 per year for each child under 12.

Find out more There’s more information on the scheme 
at the Government’s site www.childcarechoices.gov.uk/ 
and if you would like to discuss the tax advantages of it 
in relation to your family’s finances, do please contact 
me and our friendly team at Shipleys LLP in Godalming.  

Tel 01483 423607  
email hardyt@shipleys.com  
visit www.shipleys.com

At Shipleys, we like to help our clients thrive. We ensure you gain tailored advice 
by investing time to get to know you, your goals and priorities.

With a local and London presence, plus access to a strong international network, 
you can always turn to us for practical advice and solutions.
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