FIVE FACTS ABOUT THE FEDERAL CHILD AND
DEPENDENT CARE TAX CREDIT (CDCTC)

The CDCTC is a nonrefundable tax credit that helps families meet the child and dependent care expenses they pay in order
to work. The CDCTC allows families to claim up to $3,000 of their work-related child and dependent care expenses for one
child or dependent, and up to $6,000 for two or more children or dependents. The credit is calculated as a percentage of those
expenses on a sliding scale, so the credit is most valuable for lower-income families. The CDCTC is worth a maximum of $2,100
for two or more children or dependents, and a maximum of $1,050 for one child or dependent.

Here are five things you should know about the CDCTC:

-t

. The CDCTC addresses the child care expenses that parents incur in order to work. For over 60 years, Congress has
recognized that the tax code should acknowledge the child care expenses parents incur in order to work. ™

2. In 2016, the CDCTC provided an estimated $3.4 billion in child care assistance to nearly 6.2 million families.?

3. Parents can claim almost any kind of work-related child care expense for the CDCTC.: tuition at day care centers, expenses
at family day care homes, payments to babysitters, before- and after-school care, or summer day camp, and even fees paid
to neighbors and relatives.®

4. More than half of the states offer child and dependent care tax provisions, most of which are based in some way on the
federal CDCTC.* For tax year 2016, 26 states (including the District of Columbia) offered such tax credits or deductions.®

5. Women often bear the brunt of child care costs. In poor families who pay for child care for children under the age of 5, child
care costs are, on average, equal to 43 percent of mothers’ income.? This may be why women are more likely than men to
leave a job or take a significant amount of time off work to care for a child or other family member.”
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In 1954, the tax code provided a deduction for certain work-related child care expenses; the deduction was converted to a credit in 1976 and
increased in 1981 and 2001.

U.S. DeP’T OF THE TREASURY, OFFICE OF TAX ANaLysis, CHILD Care Tax BeneriTs: 2016, at 3, tbl. 3 (2015), available at https:.//www.treasury.gov/
resource-center/tax-policy/tax-analysis/Documents/Child-Care-Tax-Benefits-2016.pdf.

INTERNAL REVENUE SERVICE, PusLicaTion 503, CHILD AnND DerpeNpenT CARe Expenses (2016), available at https://www.irs.gov/publications/p503.

See generally Nancy Durr CampBELL, AMY MATsul, JULIE VOGTMAN, & ANNE KING, NAT'L WoOMEN’s LAw CTR., MAaKING CARE LEss TAXING: IMPROVING STATE CHILD
anD DePeENDENT CARE Provisions (2011), available at https:/nwlc.org/resources/47982-2/.

The 26 states (including the District of Columbia) that offered state tax provisions for child and dependent care expenses for tax year

2016 are Arkansas (two provisions), California, Colorado (two provisions), Delaware, the District of Columbia, Georgia, Hawaii, Idaho, lowa,
Kentucky, Louisiana (three provisions), Maine, Maryland (two provisions), Massachusetts, Minnesota, Montana, Nebraska, New Mexico, New
York, Ohio, Oklahoma, Oregon, Rhode Island, South Carolina, Vermont (two provisions), and Virginia. See Ark. Cobe ANN. § 26-51-502 (2017);
CaL. Rev. & Tax Cobe § 17052.6 (DeeriNGg 2017); CoLo. Rev. Stat. § 39-22-119, -119.5 (2017); DeL. Cope ANN. TIT. 30, § 1114 (2017); D.C. ConE § 47-
1806.04(c) (2017); GA. Cope ANN. § 48-7-29.10 (2017); Haw. Rev. STat. ANN. § 235-55.6 (2017); IpaHo Cope ANN. § 63-3022D (2017); lowa CobEe
ANN. § 422.12C (2017); LA. Rev. STaT. ANN. §§ 47:297.2, .4, 47:6104 (2017); Me. Rev. STaT. ANN. TIT. 36, § 5218 (2017); MD Cobe ANN., Tax - GEN. §§
10-716, 10-208(e) (2017); Mass. GeN. Laws ANN. cH. 62, § 3(B)(a)(7) (2017); MINN. STAT. ANN. § 290.067 (2017); MonT. Cope ANN. § 15-30-2131(1)(c)
(2017); NeB. Rev. STaT. ANN. § 77-2715.07(2)(a)-(B) (2017); N.M. STaT. ANN. § 7-2-18.1 (2017); N.Y. Tax Law § 606(c) (2017); Onio Rev. Cope ANN. §
5747.054 (2017); OKLA. STAT. ANN. TIT. 68 § 2357(B)(2) (2017); Or. Rev. STat. ANN. § 315.264 (2017); R.I. GeN. Laws § 44-30-2.6(c)(2)(K)(2) (2017);
S.C. Cope ANN. § 12-6-3380 (2017); V1. StaT. ANN. TIT. 32, §§ 5822(D), 5828c (2017); VA. Cope ANN. § 58.1-322(D)(3) (2017).

U.S. Census BUrReau, WHO’s MINDING THE Kips? CHiLD CARe ARRANGEMENTS: 2011 - DeTaILED TABLES, tbl. 6, available at https://www.census.gov/data/
tables/2008/demo/2011-tables.html.

See, e.g., PEw ResearcH CTR., ON Pay Gap, MiLLENNIAL WOMEN NEAR PariTY - For Now 58-60 (2013), available at http://www.pewsocialtrends.org/
files/2013/12/gender-and-work_final.pdf.
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