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The President’s FY 16 budget would:

•	 	Increase the Child and Dependent Care Tax Credit 
(CDCTC) to help families meet their work-related child 
care expenses. 

  Currently, the maximum credit is $1,050 for  
families with one child or eligible dependent, $2,100 
for families with two or more children or dependents 
(35 percent of child care expenses up to $3,000 for 
one child or eligible dependent, $6,000 for two or 
more).  However, the current credit is not refundable, 
so few if any families are able to take advantage of 
the maximum credit. The percentage of expenses 
declines as Adjusted Gross Income (AGI) rises above 
$15,000, until it reaches 20 percent for taxpayers with 
incomes above $43,000.  Under the current credit, 
families with AGI above $43,000 are eligible for a 
maximum of $600 for one child, $1,200 for two or 
more.

  The President’s proposal would particularly expand 
the	CDCTC	for	families	with	children	under	age	five,	
who generally face the highest child care expenses.  
The credit would increase to a maximum of $3,000 
for	a	family	with	one	child	under	age	five	in	child	care	
(50 percent of expenses up to $6,000) and $6,000 for 
a	family	with	two	or	more	children	under	age	five	(50	
percent of expenses up to $12,000).  The maximum 
credit would be available to families with AGI up to 
$120,000; above that, the credit rate would phase 
down until it reaches 20 percent for taxpayers with 
AGI above $178,000, for a maximum credit of $1,200 
for	one	child	under	five,	$2,400	for	two	or	more	 
children	under	age	five.1

  The President’s proposal for children ages 5 through 
12 and other dependents would not change the 
current expense limits ($3,000 for 1, $6,000 for 2 or 
more) and maximum percentage (35 percent), for a 
maximum credit of $1,050 for one child and $2,100 
for two or more children.  However, the maximum 
credit would be available to families with AGI up to 
$120,000; above that, the credit rate would phase 
down until it reaches 20 percent for taxpayers with 
incomes above $148,000, for a maximum of $600 
for one child and $1,200 for two or more children. 
	The	President’s	proposal	would	index	for	inflation	the	
expense limits and income at which the credit begins 
to decline.2 However, the credit would remain non-
refundable, so low-income families with little or no 
federal income tax liability would receive little or no 
benefit.

•	 	Make permanent the improvements to the Earned 
Income Tax Credit (EITC) and refundable Child Tax 
Credit (CTC). 

  In 2009, two important tax credits for low- and  
moderate-income working families—the EITC and  
refundable CTC—were expanded as part of the 
American Recovery and Reinvestment Act (ARRA). The 
EITC improvements increased the credit for families 
with three or more children and increased the income 
level at which the EITC begins to phase out for  
married couples. The CTC improvement increased the 
CTC for families with lower earnings by  
counting earnings above $3,000 toward the credit. 
These improvements are set to expire in 2017.
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  The President’s budget would make these  
improvements permanent.3  For a mother with 2 
children working full-time at the minimum wage, that 
would mean the difference between a CTC of $1,725 
and nothing. Women and their families would receive 
two-thirds	of	the	tax	benefits	from	these	 
improvements.4  Failure to extend these improve-
ments would push about 16.4 million more people 
into, or deeper into, poverty.5

•	  Increase the Earned Income Tax Credit (EITC) for 
low-income workers without qualifying children.

  The EITC can be worth thousands of dollars to low- 
income working families with children, but it does 
little for workers without qualifying children, who 
are the sole group that the federal tax system taxes 
deeper into poverty.  The maximum EITC for a worker 
without qualifying children is about $500; it begins to 
decline when income exceeds $8,240 for an  
individual; and it disappears entirely for individual 
workers with incomes above $14,280. In addition, 
workers below age 25 or above age 64 are ineligible.6 

  The President’s proposal would double the credit 
for workers without qualifying children, raising the 
maximum EITC to about $1,000.  The credit would be 
available to workers with higher earnings, beginning 
to phase out for an individual when income exceeds 
$11,500 and reaching workers with incomes up to 
$18,173.  The credit would be extended to workers 
above age 21 who cannot be claimed as a “qualifying 
child” or dependent on their parents’ tax return and 
to workers up to age 67.7

	 	The	proposal	would	benefit	about	6.1	million	 
working women at all stages of their lives, including 
young women, women in low-wage jobs, women 
whose children have left home but have lower  
earnings due to years of caregiving, and older women 
working to increase their retirement security.8

•	 	Make permanent and expand the American  
Opportunity Tax Credit (AOTC) for college  
expenses.

	 	The	AOTC	was	first	enacted	in	2009	as	part	of	ARRA	
to provide increased tax assistance for college  
expenses.  Compared to the Hope Scholarship Credit, 
which it replaced, the AOTC:  provides increased help 
to lower-income families with limited federal income 
tax liability, because the AOTC is partially refundable; 
expands assistance for families with higher incomes, 
because the AOTC phases out at a higher income 
level;	and	is	available	for	the	first	four,	rather	than	the	
first	two,	years	of	college.	The	AOTC	expires	in	2017.9 

  The President’s proposal would both make the AOTC 
permanent and expand it in several ways.  It would:  
be	available	for	the	first	five	years	of	post-secondary	
education; be available to students attending less 
than half time; increase the value of the refundable 
portion of the credit to $1,500; and index the expense 
limits	and	refundable	amount	for	inflation.10

•	  Provide a second-earner tax credit for married 
couples.

  The proposal would provide a nonrefundable tax 
credit	to	two-earner	couples	who	file	jointly,	in	
recognition of the additional expenses families face 
when	both	spouses	work.	The	credit	would	equal	five	
percent of up to $10,000 of the lower-earner’s earned 
income, for a maximum credit of $500. The maximum 
credit would be available to couples with AGI up to 
$120,000; it would be fully phased out when AGI is 
over $210,000.11
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