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Personal Credits

from Chapter 14
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Personal Credits

• Child Care Credit
• Child Tax Credit
• HOPE Scholarship Credit
• Lifetime Learning Credit
• Earned Income Credit
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Child Care Credit
• Page 14-12
• Officially:

– “Child and Dependent Care Credit”
• Taxpayer(s) must work
• Limits

– Age of children
– Amount paid (’03)
– Income of taxpayer (’03)
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Child Care Credit
Limits

– Age of children
• Under 13 years of age

– Amount paid (’03)
• $3,000 ($2,400) for one child
• $6,000 ($4,800) for > one child

– Income of taxpayer (’03)
• Smaller income
• “Imputed” if f-t student
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Child Care Credit
Formula
“ERE” x   “Rate” =   Credit
“ERE”
•Actual
•Maximum
•Spouse’s Smaller Income
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Child Care Credit
Rate

Max 35%
$15,000

Min 20%

Max (35%) less (1% 
for each $2,000 of AGI 
or portion thereof in 
excess of $15,000)

$43,000
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Child Tax Credit
• Page 14-11 (also Chap 2)
• New in ’98
• General rules:

– Was $600 per child under 17
– Was to increase to $1,000 

over 10 yrs
– Was raised to $1,000 in ’03
– Generally non-refundable
– 1040, line 53 (’06) (page 2-9)
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Form 1040, Page 2, line 53 (’06)

Text pages 2-8 and 2-9
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Child Tax Credit
• Exceptions:

– Too much income?  Phased out
– Too little income? 

Or > 3 children?
•Additional credit may
be refundable

•?? RP-4 ??
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Extra Child Tax Credit

Form 1040, page 2, line 68
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HOPE Scholarship Credit
• Page 14-15
• New in ’98
• Limited to first two years of post secondary
• Allowed for maximum of 2 years per student
• Student must carry at least ½ the normal full-

time load
• Up to $1,650 in credit for tuition and related 

expenses
– Not books, room, board, or activity fees

• 100% of first $1,100 and 50% of next $1,100
• Qualified amounts must be reduced by 

scholarships, etc.
• Phased out above certain income amounts
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Table 14 – 2, pg 14 - 27

$4,716$11,79040.0%Two or More 
Children

$2,853$8,39034.0%One Child

$428$5,590 7.65%No Children

Max 
Tentative Cr

Max Amt of 
EI for Credit

Basic 
Percentage

Number of
Qual Children

2007 Earned Income Credit Table


