
Credit for Child and Dependent Care 
Expenses



About Credit for Child and Dependent Care Expenses

• Additional resources listed in L&LT “References” tab 

• Review all tips and cautions in the lesson 

• Read all examples and sample interviews

• We will review answers to each exercise
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Objectives – Credit for Child and Dependent Care Expenses

• Determine if a taxpayer is eligible for the credit

• Calculate the amount of the credit

• Time Required: 30 minutes
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Topics

• Nonrefundable Credit 

• Child and Dependent Care Credit 

• Determining Taxpayer Eligibility 

• Five Eligibility Tests 

• Determining the Amount of the Credit 

• Avoiding Common Errors 
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Key Terms
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Definitions are always available in the L&LT online Glossary.

• Adjusted Gross Income (AGI)

• Child and Dependent Care Credit

• Earned Income

• Nonrefundable Credit

• Qualifying Child

• Qualifying Relative

• TANF
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Nonrefundable Credit
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• Child and dependent care credit is a nonrefundable credit

• Generally, nonrefundable credits are applied against tax in the order 
they are listed on Form 1040, Schedule 3



Child and Dependent Care Credit
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• Credit can be claimed by taxpayer with:
• A qualifying dependent
• Work-related dependent care expenses

• The credit can range from 20% to 35% of a taxpayer’s qualifying child or 
dependent care expenses 

• Taxpayers may be able to exclude employer-provided dependent care 
benefits from income
• Form W-2, box 10, shows dependent care benefits from employers



Determining Taxpayer Eligibility

• Use Pub 4012, Tab G, Nonrefundable Credits, Credit for Child & 
Dependent Care Expenses – Screening Sheet, to determine if a taxpayer 
can claim the credit

• Five eligibility tests to qualify 
for the credit:
• Qualifying person test
• Earned income test
• Work-related expense test
• Joint return test
• Provider identification test
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http://apps.irs.gov/app/vita/content/globalmedia/credit_for_child_and_dependent_care_4012.pdf


Five Eligibility Tests

• Qualifying Person Test
• Use Pub 4012, Tab G, Nonrefundable Credits,  Child and Dependent 

Care Credit Expenses Tip, to determine who is a qualifying person

• Earned Income Test
• See the list in Pub 4012, Nonrefundable Credits tab, Earned Income 

Table

• Work-Related Expense Test
• Limit on work-related expenses is $3,000 paid for one qualifying 

person or $6,000 or two or more qualifying persons

• Joint Return Test
• Generally, married couples must file a joint return to claim the 

credit

• Provider Identification Test
• Care provider’s name, address, and Taxpayer Identification Number 
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http://apps.irs.gov/app/vita/content/globalmedia/child_and_dependent_care_credit_expenses_4012.pdf
http://apps.irs.gov/app/vita/content/globalmedia/earned_income_table_4012.pdf


Determining the Amount of the Credit

• Use Form 2441, Child and Dependent Care Expenses, which is divided 
into three parts:
• Part I is for general information about the care provider
• Part II is where the credit for child and dependent care expenses is 

calculated
• Part III is where employer-provided dependent care benefits are 

reported

• The taxpayer’s child and dependent care expenses are subject to an 
earned income limit
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https://www.irs.gov/pub/irs-pdf/f2441.pdf


Avoiding Common Errors

• Double-check all entries 

• Make sure Form 2441, Part III is completed if taxpayer’s Form W-2 
shows an amount in box 10 

• Verify Form 13614-C, Part IV shows box for child/dependent care is 
checked
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Summary

• The child and dependent care credit is a nonrefundable credit that 
allows taxpayers to reduce tax liability by a percentage of their child 
and dependent care expenses

• Maximum expense amounts are $3,000 for one qualifying person 
and$6,000 for two or more qualifying persons

• Credit rate is 20%-35% of the taxpayer’s expenses

• Taxpayer must satisfy five eligibility tests to qualify for the credit

• The credit is calculated and reported on Form 2441
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Out of Scope for this Lesson:

• Taxpayers who need assistance in determining if employment taxes are 
owed for household employees
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