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Millions of hard-working American families struggle to afford quality child care so they can work or attend school.

The Child and Dependent Care Tax Credit (CDCTC) is the only tax credit that directly helps low- and middle-
income working parents offset the cost of child care. However, the credit hasn’t been meaningfully updated in
more than 2 decades. Even as the cost of living and price of child care has risen, the CDCTC has remained at 2001
levels, making it much less helpful in defraying the cost of child care.

The time is right for Congress to take action and modernize the CDCTC to support working families, young
children, the workforce, and local economies.

The CDCTC is long overdue for an update.
e CDCTC benefit levels were last updated in 2001. It isn't adjusted for
inflation, so the benefit has remained the same even as the cost of
child care has risen dramatically.
e ltalsoisn't fully refundable, so once it reduces a tax bill to zero, any
leftover credit is forfeited. That means many low-income working CDCTC Snapshot

families with small tax bills cannot access the full credit.
Average annual

Temporarily updating the CDCTC in 2021 made a huge $3,500 ;ogggf,iwfeﬁare
difference to working families. CDCTC benefit
In 2021, the American Rescue Plan (ARP) temporarily expanded the levels were set)
CDCTC for one year by:
e Making it fully refundable, so families with low tax bills could receive Average annual
the full benefit; $11,582 costof child care
¢ Increasing the amount of eligible child care expenses parents could in 2023
claim; and
¢ Increasing the credit rate. Current average
As a result, more families received a larger benefit, helping to cover more $559 benefit, (at levels
of their child care expenses. set in 2001)

Average benefit,

The time is right to update the CDCTC. There is
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momentum and opportunity. temporary

With the major provisions of the Tax Cuts and Jobs Act of 2017 (TCJA) expansion)

expiring at the end of 2025, Congress will be focused on tax debates next

year. This provides a don't-miss opportunity to reform the tax code and Additional

modernize the CDCTC (along with other child care-related tax provisions) amount families

to better help working families offset the cost of quality child care. +$1 500 could regeive to

e This has public support. In a 2024 national poll, 76% of voters support ! defray child care

modernizing the CDCTC, including 62% of Republicans, 74% of costs under an
Independents, and 92% of Democrats. expanded benefit

¢ And momentum is already growing on the Hill, with multiple child care
bills introduced by Republicans and Democrats in both the House and
Senate. These bills would modernize child care-specific provisions of
the tax code to support working families with young children,
incentivize employers, and bolster the economy.



https://bipartisanpolicy.org/download/?file=/wp-content/uploads/2021/05/BPC_CDCTC_Report_V3.pdf

Child and Development Care Tax Credit: Side-By-Side

CDCTC Amount of child care Credit Rate Bottom Line: Average
expenses families can  (phased down as Refundable credit for a working

Comparison . . . . .
P claim on their taxes income rises) family

$3,000 - 1 child .
2001-Today $6.000 — 2+ children 20-35% No $500-600

2021 single-year $8,000 -1 child EAo
expansion $16,000 — 2+ children A= i $2,099
Child Care Tax Legislation in the .
th
118%™ Congress The CDCTC and the CTC...
cenate Why Families Need Both
¢ The Child Care Availability and Affordability Act - S. 4874 .
Sen. Katie Britt (R-AL) The Child and Dependent Care Tax
Sen. Tim Kaine (D-VA) Credit is the only tax credit that
¢ The Child and Dependent Care Tax Credit Enhancement directly helps yvorklng parents offset
Act - S.3657 the cost of child care, which they must
Sen. Robert Casey (D-PA) have to go to work. It also helps to
Sen. Ron Wyden (D-OR) ensure more children have access to
Sen. Patty Murray (D-WA) high-quality early learning
opportunities.
House . .
¢ Child Care Investment Act of 2023 - H.R. 4571 The._Ch'Id Tax C'fed't EE (89 B 9
Rep. Salud Carbajal (D-CA) families with children to offset any
Rep. Lori Chavez De-Remer (R-OR) costs associated with raising a child,
» Promoting Affordable Child Care for Everyone (PACE) Act I'l.(e food, rent, = clothes, meque,
—HR. 7360 diapers and more. It plays an essential
Rep. Claudia Tenney (R-NY) role in helping families manage the
Rep. Brad Schneider (D-IL) ' costs associated with raising children

 The Child and Dependent Care Tax Credit Enhancement and lifting families out of poverty.

Act - H.R. 7252 . -
Rep. Danny Davis (D-IL) As parents struggle with the rising cost

Rep. Suzan DelBene (D-WA) of.basic goods and .services incILfding
child care, both credits are essential to
supporting parent’s ability to provide
for their family and creating a path to
prosperity for current and future
generations.

Learn More
e An Overview: The Child and Dependent Care Tax Credit

(CDCTC)
e Side-By-Side: Comparing_Tax Bills, 2024
e The Child Tax Credit and the Child and Dependent Care Tax .

Credit — and Why We Need Both
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https://www.ffyf.org/resources/2024/07/child-and-dependent-care-tax-credit-cdctc-overview/
https://www.ffyf.org/resources/2024/07/child-and-dependent-care-tax-credit-cdctc-overview/
https://www.ffyf.org/resources/2024/05/side-by-side-comparing-tax-bills-2024/
https://www.ffyf.org/resources/2023/12/understanding-the-difference-between-the-child-tax-credit-and-the-child-care-tax-credit/
https://www.ffyf.org/resources/2023/12/understanding-the-difference-between-the-child-tax-credit-and-the-child-care-tax-credit/
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AL ALz Difference in 2020; 2021 Difference
Average Average CcDCTC Average Average in CDCTC
CDCTC CDCTC amount CDCTC CDCTC t
amount amount amount amount amoun

$542 $2.215 $1,673 $513 $1,820  $1,308
$609 $2,138 $1,529 $551 $2,098 $1,547
$532 $2,019 $1,487 $608 $2,357 $1,749

$575  $2105  $1,530 $571  $1.978  $1,407
$528 $1,934 $1,406 $475 $1,744 $1,269
$542 $1,923 $1,381 $585 $1,968 $1,383
$559 $2.267 $1.708 $531 $1,976 $1,445
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s w02 siase
$554 $2,086 $1,532

$584 $2,283 $1,699
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