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REFERENCE: Sect ion 63 (a lso sect ions 6,  7,  64.1,  118,  118.3 and 
122.6;  subsect ions 81(4) ,  118(1) ,  118.2(2) ,  118.3(1) ,  
118.6(1) ,  122.61(1) ,  220(2.1) ,  and 251(6) ;  the meaning 
of  common- law partner  in  subsect ion 248(1)  and the 
extended meaning of  chi ld  in subsect ion 252(1) ;  and 
paragraphs 3( f ) ,  56(1)(n) ,  56(1)(o) ,  56(1)( r ) ,  60(v.1) ,  
60(w),  81(1)(a) ,  118(1)(c) ,  251(2)(a)  and 252(2)(a)  of  
the Income Tax Act) .  

 
At  the Canada Revenue Agency (CRA),  we issue income tax 
in terpretat ion bul le t ins ( ITs)  in  order  to provide technical  
in terpretat ions and posi t ions regarding cer ta in provis ions conta ined in 
income tax law.  Due to thei r  technical  nature,  ITs are used pr imar i ly  
by our  s taf f ,  tax specia l is ts ,  and other  indiv iduals who have an 
interest  in  tax matters.  For  those readers who prefer  a less technical  
explanat ion of  the law, we of fer  other  publ icat ions,  such as tax guides 
and pamphlets.  

Whi le the comments in  a par t icu lar  paragraph in an IT may re late to 
provis ions of  the law in force at  the t ime they were made,  such 
comments are not  a subst i tu te for  the law.  The reader should,  
therefore,  consider  such comments in  l ight  of  the re levant  provis ions 
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o f  the law in force for  the par t icu lar  taxat ion year being considered,  
tak ing into account  the ef fect  of  any re levant  amendments to those 
provis ions or  re levant  court  decis ions occurr ing af ter  the date on 
which the comments were made.  

Subject  to the above,  an interpretat ion or  posi t ion conta ined in an 
IT general ly  appl ies as of  the date on which i t  was publ ished,  unless 
otherwise speci f ied.  I f  there is  a subsequent  change in that  
in terpretat ion or  posi t ion and the change is  benef ic ia l  to  taxpayers,  
i t  is  usual ly  ef fect ive for  future assessments and reassessments.  I f ,  
on the other  hand,  the change is  not  favourable to taxpayers,  i t  wi l l  
normal ly  be ef fect ive for  the current  and subsequent  taxat ion years or  
for  t ransact ions entered into af ter  the date on which the change is  
publ ished.  

Most  of  our  publ icat ions are avai lable on our  Web s i te at :  
www.cra.gc.ca  

I f  you have any comments regarding matters d iscussed in an IT,  
p lease send them to:  
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Income Tax Rul ings Directorate 
Pol icy and Planning Branch 
Canada Revenue Agency 
Ottawa ON  K1A 0L5 

or  by emai l  a t  the fo l lowing address:   
bullet ins@cra.gc.ca  
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Application 
This bul le t in  cancels and replaces Interpretat ion Bul let in  IT-495R2, 
CHILD CARE EXPENSES ,  dated January 13,  1997.  The comments in th is  
bul le t in  apply to the 2001 and subsequent  taxat ion years.  Unless 
otherwise stated,  a l l  s tatutory references throughout  the bul le t in  are 
to the INCOME TAX ACT  ( the Act) .  A l l  terms in bold are def ined in the 
Act  and expla ined in th is  IT.  

Please note that this bul let in does not ref lect  Bi l l  C-38,  an Act 
respecting certain aspects of  legal  capacity for marriage for civi l  
purposes,  tabled on February 1,  2005.  

Summary 
The purpose of  the legis lat ive provis ions regarding child care 
expenses  is  to provide some re l ie f  for  taxpayers who incur  child care 
expenses  in  order  to work,  carry on a business or  undertake cer ta in 
educat ional  act iv i t ies.  
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A  taxpayer is  a l lowed to deduct  in  comput ing income for  a taxat ion 
year an amount  paid as or  on account  of  child care expenses 
incurred for  serv ices rendered in the year.  The deduct ion is  l imi ted to:  

•  a maximum of  $10,000 per year for  each e l ig ib le chi ld  in  respect  of  
whom the taxpayer may c la im the d isabi l i ty  tax credi t  for  the year;  

•  a maximum of  $7,000 per  year  for  each other  e l ig ib le chi ld  who is  
under 7 years of  age at  the end of  the year;  and 

•  a maximum of  $4,000 per  year  for  each other  el igible chi ld .  

Depending upon the c i rcumstances,  qual i fy ing child care expenses 
may be deducted by the taxpayer making the payment,  by a 
support ing person  or  by both.  Payments do not  qual i fy  as child care 
expenses  i f  they are made to a parent  or  support ing person  o f  the 
chi ld ,  or  to a person who is  under 18 years of  age and related to  the 
taxpayer.  

The bul le t in  d iscusses the meaning of  child care expenses  inc luding 
the c i rcumstances under which such expenses may be deducted.  I t  
comments on cer ta in speci f ic  types of  expenses and whether  or  not  
they qual i fy  for  deduct ion.  I t  a lso d iscusses who is  e l ig ib le to c la im 
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child care expenses  and the l imi tat ions wi th respect  to such c la ims.  
Examples are provided for  lower and h igher income taxpayers.  

Discussion and Interpretation 
Explanation of expressions used 
Child care expense 

¶ 1.  The term child care expense  is  def ined in subsect ion 63(3) .  
Child care expense  means an expense incurred for  serv ices rendered 
in a taxat ion year for  the purpose of  provid ing chi ld  care serv ices for  
any el igible chi ld  (see ¶ 7)  of  a taxpayer i f  the serv ices were 
provided to enable the taxpayer or  a support ing person  (see ¶ 10)  of  
the chi ld  for  the year:  

•  to  per form the dut ies of  an of f ice or  employment;  

•  to  carry on a business e i ther  a lone or  as a par tner  act ive ly  engaged 
in the business;  

•  to  carry on research or  any s imi lar  work for  which the taxpayer or  
support ing person  received a grant ;  or  
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•  to  at tend a secondary school  or  designated educational  
inst i tut ion  where the taxpayer is  enrol led in a fu l l - t ime or  par t - t ime 
educat ional  program (see ¶ 20) .  

The taxpayer or  support ing person  must  have res ided wi th the chi ld  
at  the t ime the expense was incurred in order  for  the expense to 
qual i fy  as a child care expense .  

¶  2.  Child care expenses  inc lude payments to:  

•  an el ig ib le chi ld  care provider  (see ¶ 6) ;  

•  a day nursery school  or  day-care centre;   

•  a day camp or  day sports  school  (see ¶ 4) ;  

•  a boarding school  or  camp ( inc luding a sports  school  where lodging 
is  involved);  and 

•  an educat ional  inst i tu t ion (see ¶ 3)  for  the purpose of  provid ing 
chi ld  care serv ices.  

The above is  not  an exhaust ive l is t  of  deduct ib le child care 
expenses .  For  example,  advert is ing expenses and p lacement agency 
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fees incurred to locate a chi ld  care provider  and mandatory 
regist rat ion fees may also qual i fy  as child care expenses .  In  each 
case,  the requirements in  the def in i t ion of  child care expense  in  
subsect ion 63(3) ,  as expla ined in ¶s 1,  5 and 6,  must  a lso be met.  

Educational  inst i tut ion  

¶ 3.  When an educat ional  inst i tu t ion of fers chi ld  care as wel l  as 
an educat ional  program, only the por t ion of  the fees paid to the 
inst i tu t ion re lat ing to chi ld  care ( i .e . ,  superv is ion before and af ter  
c lasses or  dur ing the lunch per iod)  may qual i fy  as child care 
expenses .  However,  when the payment made is  for  a chi ld  under the 
compulsory school  age,  the serv ices being provided are general ly  
considered chi ld  care rather  than educat ion unless the facts indicate 
otherwise.  

Day sports school  

¶  4 .  The term day sports school  is  in tended to cover those day camps 
provid ing a suf f ic ient  degree of  chi ld  care serv ices.  Where a chi ld  
par t ic ipates in a par t icu lar  program that  inc ludes sports ,  there can be 
an e lement of  educat ion and perhaps t ra in ing as wel l  as an e lement 
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o f  ch i ld  care.  However,  in  any par t icu lar  case,  i t  is  a quest ion of  fact  
as to whether  chi ld  care serv ices can be regarded as having been 
provided or  whether  a program of  t ra in ing and/or  educat ion is  
essent ia l ly  involved.  With respect  to any par t icu lar  program, a degree 
of  basic protect ion and safety (chi ld  care serv ices)  is  normal ly  
involved a l though the program may also provide act iv i t ies and 
inst ruct ion which enr ich the program. In determining whether  a 
par t icu lar  spor ts  program involves a suf f ic ient  degree of  chi ld  care,  
some factors that  would be considered are the age of  the par t ic ipat ing 
chi ldren,  the inst ructors ’  qual i f icat ions,  the extent  that  progress is  
measured and goal-or ientat ion is  involved,  the t ime devoted to the 
program, the durat ion of  the program and the t ra in ing and educat ional  
fac i l i t ies used.  For example,  sports  day camps for  young chi ldren are 
general ly  not  of  an ongoing nature and i t  is  general ly  recognized that  
there is  a suf f ic ient  degree of  chi ld  care even though the program is  
enr iched by sport ing act iv i t ies wi th inst ruct ion.  On the other  hand,  
chi ldren,  par t icu lar ly  those who are o lder ,  may par t ic ipate in  a sports  
program that  is  ongoing for  a lengthy per iod of  t ime,  the inst ructors 
have degrees or  cer t i f icates in respect  of  physical  educat ion,  progress 
is  regular ly  moni tored and is  goal-or iented,  and sophist icated t ra in ing 
methods and fac i l i t ies are used.  In th is  type of  scenar io,  i t  is  our  

–  12  –  



 

general  v iew that  educat ion and t ra in ing are essent ia l ly  involved as 
opposed to chi ld  care.  

Excluded chi ld care expenses 

¶ 5.  Speci f ica l ly  excluded f rom the def in i t ion of  child care expense  
are:  

•  medical  expenses descr ibed in subsect ion 118.2(2)  (see the current  
vers ion of  IT-519,  MEDICAL EXPENSE AND DISABIL ITY  TAX CREDITS 
AND ATTENDANT CARE EXPENSE DEDUCTION) and any other  expenses 
for  medical  or  hospi ta l  care;   

•  cloth ing,  t ransportat ion or  educat ion costs;  and 

•  board and lodging expenses,  except  to the extent  they are inc luded 
in the tota l  charges for  at tendance at  an overnight  spor ts  school  or  
a boarding school  or  camp and those tota l  charges do not  exceed 
the product  obta ined when mul t ip ly ing the periodic chi ld care 
expense amount  (see ¶ 12)  in  respect  of  the chi ld  for  the year by 
the number of  weeks dur ing which the chi ld  at tended the school  or  
camp. 
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Note that  the cost  of  meals is  not  d isqual i f ied when i t  is  inc luded in 
the cost  of  babysi t t ing,  day nursery or  day camp serv ices.  

Eligible chi ld care provider 

¶ 6.  Subject  to the except ions out l ined in ¶ 29,  for  an expense in 
respect  of  chi ld  care serv ices to qual i fy  as a child care expense ,  the 
serv ices must  be provided by a res ident  of  Canada.  Where the chi ld  
care serv ices are provided by an indiv idual ,  the indiv idual  must  be a 
person other  than:  

•  the chi ld ’s  father  or  mother;  

•  a support ing person  o f  the chi ld;   

•  a person in respect  of  whom the taxpayer or  a support ing person 
of  the chi ld  has deducted a tax credi t  under sect ion 118 for  the 
year;  or  

•  a person who is  under 18 years of  age and related  to  the taxpayer.  

Paragraph 251(2)(a)  provides that  indiv iduals are related  i f  they are 
connected by b lood re lat ionship,  marr iage,  common-law partnership  
or  adopt ion.  Subsect ion 251(6)  def ines a connect ion by b lood 
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re lat ionship,  marr iage,  common-law partnership  or  adopt ion for  the 
purposes of  the Act .  For  example,  a brother- in- law or  s is ter- in- law of  
the taxpayer is  related  to  the taxpayer under subsect ion 251(6) .  
However,  a n iece,  nephew, aunt ,  or  uncle is  general ly  not  related  to  
the taxpayer.  For  fur ther  in format ion on the cr i ter ia used to determine 
whether  or  not  persons deal  wi th each other  at  arm’s length under the 
Act  see the current  vers ion of  IT-419,  MEANING OF ARM’S LENGTH.  

Eligible chi ld 

¶ 7.  An el igible chi ld  o f  a taxpayer for  a taxat ion year is  def ined in 
subsect ion 63(3)  to mean:  

•  a chi ld  of  the taxpayer or  of  the taxpayer ’s  spouse or  common-law 
partner  (see ¶s 8 and 9) ;  or  

•  a chi ld  dependent  on the taxpayer or  the taxpayer ’s  spouse  or  
common-law partner  for  support  and whose income for  the year 
does not  exceed the basic personal  amount  for  the year as provided 
in paragraph (c )  of  the descr ipt ion of  B in subsect ion 118(1) .  

The chi ld  has to be under 16 years of  age at  some t ime in the year.  
However,  the age l imi t  does not  apply i f ,  dur ing the year,  the chi ld  is  
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dependent  on the taxpayer or  on the taxpayer ’s  spouse or  common-
law partner  and has a mental  or  physical  in f i rmi ty .  

Extended meaning of chi ld 

¶ 8.  Subsect ion 252(1)  provides an extended meaning of  the term 
“chi ld”  for  the purposes of  the Act .  Under th is  subsect ion,  a chi ld  of  
a taxpayer inc ludes:  

•  a natura l  ch i ld  of  the taxpayer;  

•  a person who is  whol ly  dependent  on the taxpayer for  support  
and of  whom the taxpayer has,  or  immediate ly  before the person 
at ta ined the age of  19 years had,  in  law or  in  fact ,  the custody and 
contro l ;  

•  a chi ld  of  the taxpayer ’s  spouse or  common-law partner ;  and 

•  an adopted chi ld  of  the taxpayer.  
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Spouse and common-law partner 

¶ 9.  The term spouse  now refers exclus ively to a person who is  
legal ly  marr ied to the taxpayer.  The term common-law partner  in  
respect  of  a taxpayer is  def ined in subsect ion 248(1)  and at  a 
par t icu lar  t ime inc ludes:  

(a)  a person who at  that  t ime cohabi ts  in  a conjugal  re lat ionship wi th 
the taxpayer and has done so for  any cont inuous per iod of  at  
least  one year;  and 

(b)  a person who at  that  t ime cohabi ts  in  a conjugal  re lat ionship wi th 
the taxpayer and is  the parent  of  a chi ld  of  the taxpayer for  one of  
the fo l lowing reasons:  

•  the person is  the natura l  or  adopt ive parent  of  the chi ld ;  or   

•  the chi ld  is  whol ly  dependant  on the person for  support  and 
the person has,  in  law or  in  fact ,  the custody and contro l  of  the 
chi ld  (or  d id immediate ly  before the chi ld  turned 19) .   

Under the def in i t ion of  common-law partner ,  once a taxpayer and 
another  indiv idual  have cohabi ted in a conjugal  re lat ionship,  they wi l l  
be deemed to cohabi t  in  a conjugal  re lat ionship at  any future 
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par t icu lar  t ime unless,  because of  a breakdown of  thei r  conjugal  
re lat ionship,  they were l iv ing separate and apart  at  that  par t icu lar  
t ime and for  a per iod of  at  least  90 days that  inc ludes that  t ime.  

Note :  However,  draf t  amendments were re leased in February 2004,  
to paragraph (a)  of  the def in i t ion of  common-law partner  in  
subsect ion 248(1) .  I f  enacted as proposed,  for  the 2001 and 
subsequent  taxat ion years,  to qual i fy  as common-law partners  a t  
a par t icu lar  t ime under (a)  above,  the two indiv iduals must  have 
cohabi ted in a conjugal  re lat ionship throughout  the twelve month 
per iod that  ends at  that  par t icu lar  t ime.  

Support ing person 

¶ 10.  A support ing person  o f  an el igible chi ld  o f  a taxpayer for  a 
taxat ion year is  def ined in subsect ion 63(3)  to mean an indiv idual  who 
resided wi th the taxpayer at  any t ime dur ing the year and at  any t ime 
wi th in 60 days af ter  the end of  the year and who is :  

•  the chi ld ’s  parent  (paragraph 252(2)(a )  provides an extended 
meaning of  parent  for  the purposes of  the Act) ;  

•  the taxpayer ’s  spouse or  common-law partner ;  or  
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•  any other  indiv idual  who c la imed a tax credi t  under sect ion 118 for  
the chi ld  for  the year.  

Annual chi ld care expense amount  

¶ 11.  The annual chi ld care expense amount  is  def ined in 
subsect ion 63(3)  and sets out  the overal l  maximum amount  that  a 
taxpayer can deduct  for  a year in  respect  of  the taxpayer ’s  el igible 
chi ld (see ¶ 7) .  The chi ld ’s  age,  physical  and mental  condi t ion wi l l  
determine the maximum amount  to be deducted.  

For  a chi ld  in  respect  of  whom a d isabi l i ty  tax credi t  may not  be 
c la imed 

In th is  case,  the annual chi ld care expense  amount  is :  

•  $7,000 for  each chi ld  under 7 years of  age at  the end of  the year;   

•  $4,000 for  each chi ld  over  6 years of  age at  the end of  the year and 
under 16 years of  age at  any t ime dur ing the year;  or  

•  $4,000 for  each chi ld  over  15 years of  age throughout the year who 
has a physical  or  mental  in f i rmi ty  and is  dependent  on the taxpayer,  
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the taxpayer ’s  spouse or  common-law partner  (see the current  
vers ion of  IT-513,  PERSONAL TAX CREDITS,  for  more informat ion) .  

For  a chi ld  in  respect  of  whom a d isabi l i ty  tax credi t  may be  c la imed 

When the credi t  can be c la imed for  the year under sect ion 118.3 for  a 
chi ld  wi th a severe and pro longed mental  or  physical  impairment ,  the 
annual chi ld care expense amount is  $10,000 (see ¶ 31 for  a 
d iscussion of  the potent ia l  impact  of  a child care expense  c la im on 
the ent i t lement  to a d isabi l i ty  tax credi t  supplement) .  See the current  
vers ion of  IT-519,  MEDICAL EXPENSE AND DISABIL ITY  TAX CREDITS AND 
ATTENDANT CARE EXPENSE DEDUCTION  for  more informat ion.  

Periodic chi ld care expense amount  

¶ 12.  The periodic chi ld care expense amount as def ined in 
subsect ion 63(3)  is  1/40 of  the annual chi ld care expense amount 
(see ¶ 11)  in  respect  of  an el igible chi ld  o f  the taxpayer for  the year.  
The tota l  per iodic chi ld  care expense amounts is  1/40 of  the sum of  
the annual  chi ld  care expense amounts in  respect  of  a l l  el igible 
chi ldren  o f  the taxpayer for  the year.  
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Who may claim the deduction 
General  rule 

¶ 13.  Subsect ion 63(1)  provides that  an amount  paid as or  on 
account  of  child care expenses  incurred for  serv ices rendered in a 
taxat ion year for  an el igible chi ld  may be deducted:  

(a)  only by the taxpayer,  when there is  no support ing person  (e.g. ,  
a taxpayer l ives a lone wi th the el igible chi ld  throughout  the 
year) ;  or  

(b)  only by the taxpayer wi th the lower income, when there is  a 
taxpayer and a support ing person  and the c i rcumstances 
descr ibed in ¶ 17(a)  to (c)  do not  apply.  

An amount  paid as or  on account  of  child care expenses  incurred 
for  serv ices rendered in a taxat ion year for  an el igible chi ld  may be 
deducted by the taxpayer wi th the h igher income or  par t ly  by both that  
taxpayer and the support ing person  under cer ta in c i rcumstances 
(see ¶ 17) .  For  fur ther  in format ion on the calculat ion of  child care 
expenses  and examples,  see ¶s 21-23 for  the general  ru le and 
¶s 24-25 for  the h igher income taxpayer.  
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Income 

¶ 14.  In  determining whether  the taxpayer or  the support ing person  
had the lower income for  the year,  subsect ion 63(2)  provides that  the 
calculat ion of  incomes is  to be done wi thout  reference to any 
otherwise a l lowable deduct ions for :  

•  chi ld  care expenses under sect ion 63;  

•  any benef i t  repayment payable  under Part  VI I  of  the EMPLOYMENT 
INSURANCE ACT on or  before Apr i l  30 of  the fo l lowing year and which 
is  deduct ib le for  the taxat ion year under paragraph 60(v.1) ;  or   

•  the amount  of  o ld age secur i ty  benef i ts  that  is  required to be repaid 
for  the year as tax under Part  I .2  as provided by paragraph 60(w ) .  

Paragraph 3( f )  provides that  a taxpayer wi th no income for  a year is  
deemed to have income of  an amount  equal  to zero.  

¶ 15.  Subsect ion 63(2.1)  appl ies when the income for  the year of  a 
taxpayer who has an el igible chi ld  and the income of  a support ing 
person  o f  the chi ld  are equal  when calculated in the manner 
descr ibed in ¶ 14.  In such cases,  subsect ion 63(2.1)  provides that  no 
child care expense  deduct ion wi l l  be a l lowed to e i ther  the taxpayer 

–  22  –  



 

o r  to  the support ing person  unless they jo int ly  e lect  to t reat  the 
income of  one of  them as exceeding the income of  the other  for  the 
year.  The e lect ion can be made by having e i ther  the taxpayer or  the 
support ing person ,  but  not  both,  c la im the deduct ion.  A c la im for  the 
child care expense  deduct ion is  made by f i l ing Form T778,  CHILD 
CARE EXPENSES DEDUCTION (see ¶ 28) .  

Payer of  chi ld care expenses 

¶ 16.  Subject  to the comments in ¶ 18,  there is  general ly  no 
requirement that  the indiv idual  who c la ims child care expenses must 
have personal ly  paid those expenses provided there is  both a taxpayer 
and a  support ing person for  the year and the expenses were paid by 
e i ther  of  these indiv iduals.  However,  when there is  no  support ing 
person for  the year,  the taxpayer c la iming  chi ld care expenses must 
have paid those expenses.  Under paragraph 63(1)(d) ,  no deduct ion 
may be c la imed for  child care expenses for  which any taxpayer is  or  
was ent i t led to a re imbursement or  any other  form of  assistance 
unless the re imbursement or  assistance is  inc luded in a taxpayer ’s  
income and is  not  deduct ib le in  comput ing that  taxpayer ’s  taxable 
income. 

–  23  –  



 

Higher income taxpayer 

¶ 17.  By v i r tue of  subsect ion 63(2) ,  the taxpayer wi th the h igher 
income wi l l  be a l lowed to deduct  child care expenses  under 
subsect ion 63(1)  (see ¶s 24-25)  dur ing the per iod that  the support ing 
person  wi th the lower income was:  

(a)  a student  in  at tendance at  a designated educational  inst i tut ion 
or secondary school  (see ¶ 27)  and enrol led in a fu l l - t ime or  
par t - t ime program (see ¶ 20) ;  

(b)  cer t i f ied by a medical  doctor  to be a person who 

•  by reason of  mental  or  physical  in f i rmi ty  and conf inement 
throughout  a per iod of  not  less than two weeks in the year to a 
bed or  to a wheelchair  or  as a pat ient  in  a hospi ta l ,  an asylum 
or  other  s imi lar  inst i tu t ion,  was incapable of  car ing for  
chi ldren,  or  

•  by reason of  mental  or  physical  in f i rmi ty ,  was in the year,  and 
is  l ike ly  to be for  a long-cont inued per iod of  indef in i te 
durat ion,  incapable of  car ing for  chi ldren;  
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(c )  conf ined to a pr ison or  s imi lar  inst i tu t ion throughout  a per iod of  
not  less than two weeks in the year;  or  

(d)  l iv ing separate and apart  f rom the taxpayer at  the end of  the year 
and for  a per iod of  at  least  90 days beginning in that  year 
because of  a breakdown of  thei r  marr iage or  common-law 
partnership .  However,  such a c la im is  val id  only i f  the taxpayer 
wi th the h igher income paid those child care expenses  and the 
person wi th the lower income is  a support ing person .  As 
indicated in ¶ 10,  th is  requires that  the two par t ies have:  

•  res ided together  at  some t ime dur ing the year;  and 

•  reconci led wi th in 60 days af ter  the end of  the year.  

Because they must  have been resid ing together  at  some t ime 
dur ing the year and been separated at  the end of  the year,  
such a deduct ion is  avai lable to  the taxpayer wi th the h igher 
income only for  the taxat ion year in  which the separat ion 
occurred.  However,  as noted in ¶ 18,  th is  restr ic t ion does not  
apply when the person wi th the lower income is  not  a 
support ing person .  
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I f  any of  the s i tuat ions descr ibed in (a)  to (d)  above appl ies,  see ¶ 24 
to determine the maximum amount  that  the taxpayer wi th the h igher 
income may deduct  for  child care expenses  for  a year .  

Draf t  amendments to the Act  were re leased in February 2004.  I f  
enacted as proposed,  af ter  December  20,  2002,  the medical  doctor ’s  
cer t i f icat ion descr ibed at  ¶ 17(b)  wi l l  have to be in wr i t ing.  

Separation and shared custody 

¶ 18.  I f  the reconci l ia t ion referred to in  ¶ 17(d)  does not  occur,  the 
requirement in  ¶ 10 wi l l  not  be met wi th the resul t  that  there wi l l  not  
be a support ing person  for  the year of  separat ion.  In th is  case,  child 
care expenses  for  the year of  separat ion wi l l  be a l lowed only to the 
indiv idual  who res ided wi th the chi ld  and only to the extent  that  they 
were paid by that  indiv idual  to enab le the indiv idual  to engage in one 
of  the act iv i t ies l is ted in  ¶ 1.  When there is  no qual i fy ing reconci l iat ion 
and the chi ld  l ived wi th each parent  at  d i f ferent  t imes in a year (e.g.  
shared custody s i tuat ions) ,  both taxpayers may c la im a deduct ion for  
the year as provided in ¶ 21 wi th no reduct ion for  the amount  c la imed 
by the other  taxpayer.  In these cases,  the CRA wi l l  general ly  consider  
each parent  to res ide wi th a chi ld  whi le the chi ld  is  in  thei r  custody.  
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Assuming that  nei ther  parent  is  res id ing wi th a support ing person  
dur ing the year,  each parent  could c la im child care expenses  
incurred in a taxat ion year for  an el igible chi ld  for  the expenses 
incurred by the parent  for  a per iod dur ing which the chi ld  res ided wi th 
the parent  and only to the extent  that  they were paid by that  parent  
(see ¶ 16)  to be enabled to engage in  the act iv i t ies l is ted in ¶ 1.  
However,  i f  the parent  remarr ies or  enters in to a common- law 
re lat ionship wi th another  person such that  the other  person is  a 
support ing person  as descr ibed in ¶ 10,  the new support ing person  
may be the one ent i t led to deduct  child care expenses .  

Students  

¶ 19.  Under subsect ion 63(2.2) ,  a taxpayer may be ent i t led to deduct  
an addi t ional  amount  of  child care expenses  for  el igible chi ldren  for  
per iods dur ing which the taxpayer was a student  enrol led in a fu l l - t ime 
or  par t - t ime program (see ¶ 20) .  However,  as determined under 
subsect ion 63(2.3) ,  i f  there is  a support ing person  that  person must  
a lso be a student  at  the same t ime as the taxpayer,  and the taxpayer 
must  have the h igher income for  the year (computed as descr ibed in 
¶ 14)  to c la im the addi t ional  amount  of  child care expenses under 
subsect ion 63(2.2) .  In  each case,  the student  or  s tudents must  be in 
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a t tendance at  a designated educational  inst i tut ion or secondary 
school  (see ¶ 27) .  The deduct ion wi l l  vary depending on whether the 
program is  fu l l - t ime or  par t - t ime.  See ¶s 26-27 for  fur ther  in format ion 
on the calculat ion of  child care expenses  for  s tudents.  

Full - t ime and part- t ime programs 

¶ 20.  A fu l l - t ime program is  one that  has to last  at  least  
3 consecut ive weeks and requires that  each student  in  the program 
spend at  least  10 hours per  week on courses or  work in the program. 
A par t - t ime program is  one that  a lso has to last  at  least  3 consecut ive 
weeks and requires that  each student  in  the program spend at  least  
12 hours per  month on courses.  

Maximum deduction 
General  rule 

¶ 21.  A taxpayer may c la im less than the maximum amount  a l lowed 
under subsect ion 63(1)  when i t  is  advantageous for  the taxpayer to do 
so (see ¶s 30-31).  I t  is  not  poss ib le,  however,  to carry forward 
uncla imed expenses to a subsequent  taxat ion year.  The deduct ion 
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avai lable under subsect ion 63(1)  is  l imi ted to a maximum of  $10,000,  
$7,000 or  $4,000 per  el igible chi ld ,  depending on the c i rcumstances.  
An amount  is  not  deduct ib le by the taxpayer i f  i t  is  inc luded in 
comput ing deduct ib le child care expenses  for  someone else.  

As noted in ¶ 13(a) ,  (b)  and ¶ 16,  child care expenses  may be 
deducted by:  

•  the taxpayer when there is  no support ing person ;  or   

•  the taxpayer wi th the lower income when there is  a taxpayer and a 
support ing person  and the c i rcumstances descr ibed in ¶ 17(a)  to 
(c)  do not  apply.  

In e i ther  of  these cases,  the amount  deduct ib le by a taxpayer in  any 
par t icu lar  year  is  l imi ted to the least  of  A and B.  

A  is  the amount  paid by the taxpayer or  support ing person  as or  on 
account  of  child care expenses  (see ¶s 1-6)  incurred for  serv ices 
rendered in the year,  and that  is  not  a l ready inc luded as an amount  
deduct ib le under subsect ion 63(1)  by an indiv idual  other  than the 
taxpayer.  However,  pursuant  to paragraph 63(1)(d ) ,  no deduct ion may 
be c la imed for  child care expenses for  which any taxpayer is  or  was 
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ent i t led to a re imbursement or  any other  form of  assistance unless the 
re imbursement or  assistance is  inc luded in a taxpayer ’s  income and is  
not  deduct ib le in  comput ing that  taxpayer ’s  taxable income. 

B  is  the amount ,  i f  any,  by which the lesser  of  

( I )  two-th i rds of  the taxpayer ’s  earned income  (see ¶ 22)  for  the 
year ;  and 

( I I )  the tota l  of  a l l  amounts,  each of  which is  the annual chi ld care 
expense amount  (see ¶ 11)  in  respect  of  an el igible chi ld  
(see ¶ 7)  of  the taxpayer for  the year;  

exceeds 

( I I I )  amounts deducted under sect ion 63 for  the year in  respect  of  
the taxpayer ’s  e l ig ib le chi ldren by an indiv idual ,  other  than the 
taxpayer,  to whom subsect ion 63(2)  appl ies ( i .e .  the h igher 
income taxpayer) .  

The amount  deduct ib le by the taxpayer or  support ing person  wi th the 
h igher income may be fur ther  l imi ted as expla ined in ¶s 24-25.  
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Earned income 

¶ 22.  As indicated in ¶ 21 under the general  ru le,  a taxpayer ’s  c la im 
for  child care expenses  for  a year cannot  exceed two-th i rds of  the 
taxpayer ’s  earned income  for  that  year.  Earned income  o f  a taxpayer 
for  the purposes of  the child care expense  deduct ion is  def ined in 
subsect ion 63(3) .  Earned income  consists of :  

(a)  a d isabi l i ty  pension received under the CANADA PENSION PLAN  or 
the QUEBEC PENSION PLAN;  

(b)  a l l  sa lar ies,  wages,  t ips,  and other  remunerat ion f rom an of f ice or  
employment;  

(c)  a l l  amounts inc luded in comput ing employment income by v i r tue 
of  sect ions 6 and 7 (employment  benef i ts  and employee stock 
opt ion benef i ts) ;  

(d)  a l l  scholarships,  fe l lowships,  bursar ies,  pr izes and research 
grants to the extent  they are inc luded in income under 
paragraph 56(1)(n)  or  (o ) ;  

(e)  any governmental  f inancia l  ass is tance as def ined under 
paragraph 56(1)(r ) ;  and 
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( f )  incomes (excluding losses)  f rom al l  businesses carr ied on a lone 
or  as a par tner  act ive ly  engaged in the business of  the 
par tnership.  General ly ,  an act ive ly  engaged par tner  is  one who 
contr ibutes t ime,  labour and at tent ion to the par tnership business 
and the quant i ty  and qual i ty  of  the par tner ’s  ef for ts  are expected 
to be factors in  determining the amount  of  par tnership prof i ts .  

The amounts descr ibed in (b)  to ( f )  above are to be taken into account  
in  calculat ing a taxpayer ’s  earned income  even though these 
amounts,  by reason of  paragraph 81(1)(a)  (s tatutory exempt ions)  or  
subsect ion 81(4)  (payments for  vo lunteer  serv ices) ,  may not  be 
required to be inc luded in income. 

Example 
¶ 23.  Assume that  for  2003 the parent  wi th the lower income 

•  paid tota l  ch i ld  care expenses of  $15,000 for  serv ices rendered 
for  three e l ig ib le chi ldren who were a l l  under the age of  7 
years at  the end of  the year;  

•  had earned income of  $27,000;  and 
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•  was not  ent i t led to assistance in respect  of  the amount  paid for  
chi ld  care expenses,  nor  was any other  taxpayer.  

Under subsect ion 63 (1)  no other  taxpayer inc luded in comput ing an 
amount  deduct ib le the amount  paid  for  chi ld  care expenses.  

Lesser of  A and B where 

A is  the amount  paid for  chi ld  care expenses $ 15,000 

B i f  any is  the amount  by which the lesser  of   

 ( I )  2 /3 of  the taxpayer ’s  earned income 
(2/3 × $27,000) $ 18,000  

 ( I I )  the tota l  of  a l l  annual  chi ld  care expense 
amounts for  3 chi ldren under 7:  $7,000 × 3 
e l ig ib le chi ldren $ 21,000  

 exceeds  

 ( I I I )  amounts deducted under sect ion 63 for  
the year in  respect  of  the taxpayer ’s  e l ig ib le 
chi ldren by the h igher income taxpayer $ ni l $ 18,000 

–  33  –  



 

Therefore,  the lesser  of  A and B is  $15,000,  so the fu l l  amount  
expended on behal f  of  the three chi ldren is  deduct ib le in  comput ing 
the income of  the parent  wi th  the lower income for  2003.  

Deductibi l i ty of  chi ld care expenses by the higher income 
taxpayer 

¶ 24.  When an amount  paid as or  on account  of  child care expenses  
is  deduct ib le by the taxpayer wi th the h igher income or  par t ly  by both 
that  taxpayer and the support ing person ,  the amount  deduct ib le by 
the h igher income taxpayer under subsect ion 63(1)  is  l imi ted to the 
lesser of :  

•  the amount  computed under paragraph 63(2)(a)  (which is  the 
amount  that  would otherwise be deduct ib le by the h igher income 
taxpayer for  the year us ing the formula ( lesser  of  A and B) 
d iscussed in ¶ 21) ;  and 

•  the amount  computed under paragraph 63(2)(b) .  

The amount  computed under paragraph 63(2)(b)  is  the tota l  of  a l l  
per iodic chi ld  care expense amounts (see ¶ 12)  mul t ip l ied by the tota l  
of :  
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•  the number of  weeks in the year dur ing which the child care 
expenses  were incurred and throughout  which the support ing 
person  (wi th the lower income) was 

•  a fu l l - t ime  student  (see ¶ 20)  in  at tendance at  a designated 
educational  inst i tut ion or secondary school  (see ¶ 27) ,  or   

•  a person as descr ibed in  ¶ 17(b)  to (d) ;  and 

•  the number of  months in the year dur ing which the child care 
expenses  were incurred and the support ing person  (wi th the lower 
income) was a par t - t ime  student  (see ¶ 20)  in  at tendance at  a 
designated educational  inst i tut ion or secondary school  (see ¶ 27)  
and for  which weeks or  par t  weeks were not  inc luded in the 
preceding calculat ion.  

I f  the amount  paid for  child care expenses  exceeds the amount  
deducted by the h igher income taxpayer,  the support ing person  may 
c la im the excess to the extent  permi t ted by subsect ion 63(1) .  In  
addi t ion to the above l imi tat ions,  c la ims for  child care expenses 
when there has been a separat ion and reconci l ia t ion as descr ibed in 
¶ 17(d)  are subject  to the comments in ¶ 18.  
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Example  

¶ 25.  Gwen and David have 3 chi ldren who were under the age of  
7 years at  the end of  2003.  They paid chi ld  care expenses of  
$13,000 for  serv ices rendered in 2003.  No one was ent i t led to any 
re imbursement wi th respect  to th is  amount .  Gwen and David had 
earned income of  $45,000 and $27,000,  respect ively,  for  2003.  
David was a fu l l - t ime student  in  at tendance at  a designated 
educational  inst i tut ion  for  16 weeks in 2003.  Gwen wi l l  ca lculate 
her  maximum chi ld  care expense deduct ion f i rs t ,  because she is  in  
a h igher tax bracket ,  and David wi l l  ca lculate h is  af ter .  

Higher Income Taxpayer 
Lesser of  amounts computed under paragraphs 63(2)(a)  and (b) :  

Amount  computed under paragraph 63(2)(a)  (see ¶ 24)  

Lesser of  A and B where 
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A is  the amount  paid for  chi ld  care expenses $ 13,000 

B is  the lesser  of   

 ( I )  2 /3 of  Gwen's earned income 
(2/3 × $45,000) $ 30,000  

 ( I I )  the tota l  of  a l l  annual  chi ld  care expense 
amounts for  3 chi ldren under 7:  $7,000 × 3 
e l ig ib le chi ldren $ 21,000  

 Lesser of  ( I )  and ( I I )  $ 21,000 

 Lesser of  A and B $ 13,000 

Amount  computed under paragraph 63(2)(a)  (see ¶ 24)  

 Tota l  per iodic chi ld  care expenses amount  
(1/40 x $21,000) $ 525 

 Mul t ip l ied by the number of  weeks in 2003 
that  David was a fu l l - t ime student  16 

  $ 8,400 
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Gwen’s maximum chi ld  care expense deduct ion under subsect ion 
63(1)  for  2003 is  therefore $8,400 because the amount  computed 
under paragraph 63(2)(b)  is  less than the amount  computed under 
paragraph 63(2)(a) .  

Lower Income Taxpayer 
Assuming that  Gwen deducts chi ld  care expenses of  $8,400 for  
2003,  David ’s  maximum deduct ion for  chi ld  care expenses is  
calculated as fo l lows under subsect ion 63(1)  (see ¶ 21) :  

Lesser of  A and B where 

A is  the amount  paid for  chi ld  care expenses $ 13,000 

 Less the amount  deduct ib le by Gwen under 
subsect ion 63(1)  $ 8,400 

  $ 4,600 

B is  the lesser  of   

 ( I )  2 /3 of  David 's  earned income 
(2/3 × $27,000) $ 18,000  
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 ( I I )  the tota l  of  a l l  annual  chi ld  care expense 
amounts for  3 chi ldren under 7:  $7,000 × 3 
e l ig ib le chi ldren $ 21,000  

 lesser  of  ( I )  and ( I I )  $ 18,000 

 minus $ 13,000 

 ( I I I )  amount  deducted by Gwen under 
sect ion 63 $ 8,400 

  $ 9,600 

David can deduct  a maximum of  $ 4,600 for  chi ld  care expenses for  
2003,  which is  the lesser  of  A and B.  

The $13,000 paid by th is  fami ly  for  chi ld  care serv ices rendered in 
2003 is  fu l ly  deduct ib le ($8,400 by Gwen plus $4,600 by David) .  

Child care expenses while at  school 

¶ 26.  In  addi t ion to amounts which may be deduct ib le under e i ther  
the general  ru le at  ¶ 21 or  by the h igher income taxpayer at  ¶ 24,  a 
taxpayer may be ent i t led to c la im an amount  of  child care expenses 
for  el igible chi ldren  under subsect ion 63(2.2)  (see ¶ 19)  for  per iods 
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dur ing which the taxpayer was a student  in  at tendance at  a 
designated educational  inst i tut ion  or  secondary school  (see ¶ 27)  
enrol led in a fu l l - t ime or  par t - t ime  program (see ¶ 20) .  See Form 
T778,  CHILD CARE EXPENSES DEDUCTION for  assis tance in calculat ing 
the amount  avai lable to a par t icu lar  taxpayer (as d iscussed in ¶ 28) .  

The deduct ion for  child care expenses  where a taxpayer is  a student  
is  l imi ted under subsect ion 63(2.3)  to the least  of  the fo l lowing 
amounts:  

( i )  the amount  paid for  child care expenses  incurred for  serv ices 
rendered in the year for  el igible chi ldren  less the amount  which 
is  deduct ib le by the taxpayer under subsect ion 63(1)  for  the year 
(see ¶s 21 and 24) ;  

( i i )  two-th i rds of  the taxpayer ’s income for  the year computed as 
descr ibed in ¶ 14;  

( i i i )  the amount  determined by the formula A × C 

•  where “A”  represents the tota l  of  a l l  the per iodic chi ld  care 
expense amounts (see ¶ 12)  for  a l l  el igible chi ldren  (see ¶ 7)  
of  the taxpayer for  the year 
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•  and “C” represents:  

where there is  a support ing person  (see ¶ 10)  of  an el igible 
chi ld  wi th a lower income (computed as descr ibed in ¶ 14)  
than the taxpayer ’s  for  the year:  

(a)  the number of  weeks in the year dur ing which both the 
taxpayer and the support ing person  were students in  
at tendance at  a designated educational  inst i tut ion or 
secondary school  enrol led in fu l l - t ime programs, 

p lus 

(b)  the number of  months ( for  which weeks or  par t  weeks are 
not  inc luded in (a))  that  both the taxpayer and the 
support ing person  were students in  at tendance at  a 
designated educational  inst i tut ion or secondary school  
enrol led in fu l l - t ime or  par t - t ime programs dur ing the 
year ;  and 

where there is  no support ing person  o f  an el igible chi ld  for  
the year:  
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(c )  the number of  weeks in the year dur ing which the 
taxpayer was a student  in  at tendance at  a designated 
educational  inst i tut ion or secondary school  enrol led in a 
fu l l - t ime program, 

p lus 

(d)  the number of  months ( for  which weeks or  par t  weeks are 
not  inc luded in (c))  that  the taxpayer was a student  in  
at tendance at  a designated educational  inst i tut ion or 
secondary school  enrol led in  a par t - t ime program dur ing 
the year;  

( iv)  the amount  by which the tota l  annual  chi ld  care expense amounts 
for  the year (see ¶ 11)  in  respect  of  the taxpayer ’s  el igible 
chi ldren  exceed the amount  that  is  deduct ib le by the taxpayer for  
the year under subsect ion 63(1) ;  and 

(v)  where there is  a support ing person  o f  an el igible chi ld  wi th a 
lower income (computed as descr ibed in ¶ 14) ,  the amount  by 
which the amount  calculated under paragraph 63(2)(b )  for  the 
year for  the h igher income taxpayer exceeds two-th i rds of  the 
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h igher  income taxpayer ’s  earned income  for  the year (see ¶s 17,  
22 and 24) .  

Designated educational  inst i tut ion 

¶ 27.  Designated educational  inst i tut ion ,  as def ined in subsect ion 
118.6(1) ,  means any of  the fo l lowing:  

(a)  a univers i ty ,  co l lege,  or  other  educat ional  inst i tu t ion in Canada 
that  has been designated by the L ieutenant  Governor in  Counci l  
o f  a province as a speci f ied educat ional  inst i tu t ion under the 
CANADA STUDENT LOANS ACT,  designated by an appropr iate 
author i ty  under the CANADA STUDENT FINANCIAL  ASSISTANCE ACt,  
or  designated by the Minister  of  Higher Educat ion and Science of  
the province of  Quebec for  the purposes of  AN ACT RESPECTING 
F INANCIAL  ASSISTANCE FOR STUDENTS  of  the province of  Quebec;  or  

(b)  an educat ional  inst i tu t ion in Canada cer t i f ied by the Minister  of  
Human Resources Development as one provid ing courses,  other  
than courses designed for  universi ty  credi t ,  that  furn ish or  
improve occupat ional  sk i l ls ;  or  

–  43  –  



 

(c )  a univers i ty  outs ide Canada at  which the student  for  whom the 
educat ion tax credi t  is  determined is  enrol led in a course of  at  
least  13 consecut ive weeks durat ion,  leading to a degree not  
lower than the bachelor  or  equivalent  level ;  or  

(d)  a univers i ty ,  co l lege or  other  educat ional  inst i tu t ion in  the Uni ted 
States provid ing courses at  the post-secondary school  level  i f  the 
student  for  whom the educat ion tax credi t  is  determined res ides 
throughout  the year in  Canada near the border  between Canada 
and the Uni ted States and commutes to that  educat ional  
inst i tu t ion.  

Note :  Draf t  amendments to the Act  were re leased in February 2004.  
Proposed amendments to subparagraph (a)( i )  o f  the def in i t ion of  
“designated educational  inst i tut ion ”  in  subsect ion 118.6(1) ,  i f  
enacted,  would apply to the 1998 and subsequent  taxat ion years.  
Under ¶ 27(a) ,  the responsib le Quebec minister  would be renamed 
to the Minis ter  of  Educat ion of  the province of  Quebec and the 
Quebec statute would be renamed as an Act  respect ing f inancia l  
assistance for  educat ion expenses,  R.S.Q.,  c .  A-13.3.  
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Form T778 and receipts  
¶ 28 .  A c la im for  child care expenses  is  made by f i l ing wi th the 
c la imant ’s  return a completed Form T778,  CHILD CARE EXPENSES 
DEDUCTION.  Receipts for  child care expenses are not  required to be 
sent  wi th the c la imant ’s  return.  When the c la imant ’s  return is  f i led 
e lectronical ly  ( “E- f i led”) ,  the requirement to f i le  Form T778 is  a lso 
waived.  However,  these documents should nevertheless be reta ined 
and readi ly  avai lable as the CRA has the author i ty  under subsect ion 
220(2.1)  to subsequent ly  request  them as proof  of  the c la ims being 
made or  in  support  of  the informat ion being reported.    

Every receipt  for  child care expenses  should be made out  to the 
indiv idual  who paid the child care expenses .  When the chi ld  care 
serv ices are provided by an indiv idual  res ident  in  Canada,  the receipt  
must  show the caregiver ’s  socia l  insurance number.   

Other situations 
¶ 29.  The def in i t ion of  child care expense  in  subsect ion 63(3)  
requires that  the expense be incurred for  chi ld  care serv ices provided 
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in  Canada by a res ident  of  Canada.  However,  there are two 
except ions to th is  ru le:  

•  Under sect ion 64.1,  a taxpayer who is ,  throughout  a l l  or  a par t  
of  a taxat ion year,  not  physical ly  present  in  Canada,  but  who 
nevertheless cont inues to be res ident  in  Canada for  income tax 
purposes ( i .e . ,  a  factual  or  a deemed resident  of  Canada),  is  not  
subject  to the “ in  Canada” requirement.  Accordingly,  such a 
taxpayer is  a l lowed to deduct  payments for  chi ld  care serv ices 
provided outs ide Canada by a non-resident  i f  the other  
requirements in sect ion 63 are met.   

•  In  cer ta in c i rcumstances,  subsect ion 63(4)  deems amounts paid for  
chi ld  care serv ices provided in the Uni ted States to a taxpayer 
res id ing in Canada near the Canada-Uni ted States boundary to be 
e l ig ib le child care expenses  for  the purposes of  sect ion 63.  The 
chi ld  care serv ices must  be provided at  a p lace that  is  c loser  to the 
taxpayer ’s  pr inc ipal  p lace of  res idence by a reasonably accessib le 
route,  having regard to the c i rcumstances,  than any p lace in 
Canada where such chi ld  care serv ices are avai lable.  
Subsect ion 63(4)  does not  apply to  expenses paid for  a chi ld ’s  
at tendance at  a boarding school  or  camp outs ide Canada.  

–  46  –  



 

Impact of child care expense claims 
Child tax benefi t  supplement 

¶ 30.  A c la im for  child care expenses  under sect ion 63 may reduce 
an indiv idual ’s  ent i t lement  to the chi ld  tax benef i t  supplement under 
subsect ion 122.61(1) .  The supplement,  which is  avai lable for  each 
qual i f ied dependant  who is  under 7 years of  age at  the star t  of  each 
month,  is  reduced by 25% of  the child care expenses  deducted under 
sect ion 63 for  a l l  qual i f ied dependants by the indiv idual  or  the 
indiv idual ’s  “cohabi t ing spouse or  common- law partner”  (as def ined in 
sect ion 122.6) .  

Disabil i ty tax credit  supplement 

¶ 31.  A c la im for  child care expenses  under sect ion 63 may reduce 
an indiv idual ’s  ent i t lement  to a d isabi l i ty  tax credi t  supplement under 
subsect ion 118.3(1) ,  which is  avai lable for  cer ta in indiv iduals under 
18 years of  age at  the end of  the year who have a severe and 
pro longed mental  or  physical  impairment .  The supplement is  reduced 
by the excess,  over  a cer ta in threshold,  of  the tota l  child care 
expenses paid in the year and c la imed for  income tax purposes in 
respect  of  the chi ld .  
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Explanation of Changes 
Introduction 
The purpose of  the EXPLANATION OF CHANGES is  to g ive the reasons for  
the rev is ions to an interpretat ion bul let in .  I t  out l ines rev is ions that  we 
have made as a resul t  of  changes to the law, as wel l  as changes 
ref lect ing new or  rev ised in terpretat ions of  the CRA. 

Reasons for the Revision 
This bul le t in  updates the former IT-495R2, which d iscussed the 
income tax t reatment  of  child care expenses .  I t  has been rev ised 
pr imar i ly  to ref lect  amendments in  the INCOME TAX ACT  up to and 
inc luding S.C.  2004,  c .  24.  

Legislative and Other Changes 
Changes to the SUMMARY ref lect  new maximum amounts that  may be 
deducted for  child care expenses  for  el igible chi ldren .  
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¶  1 has been rev ised pursuant  to the new def in i t ion of  child care 
expense at  subsect ion 63(3) .  

New ¶ 4 d iscusses the term day sports  school .  

¶  5 ( former ¶ 3)  inc ludes a reference to the new periodic chi ld care 
expense amount .  

¶  7 ( former ¶ 5)  ref lects the amendment to the def in i t ion of  el igible 
chi ld ,  which ra ises the qual i fy ing age to 16.  

New ¶ 9 def ines spouse and common-law partner .  References to 
common- law partners have been added throughout  the bul le t in .  Draf t  
amendments which,  i f  enacted,  wi l l  rev ise the def in i t ion of  common-
law partner  for  the 2001 and subsequent taxat ion years are d iscussed 
in an i ta l ic ized note.  

New ¶ 11 d iscusses the new annual  chi ld  care expense amount .  

New ¶ 12 expla ins the new per iodic chi ld  care expense amount .  

¶  17 ( former ¶ 12)  ref lects amended subsect ion 63(2)  which a l lows the 
h igher income taxpayer to deduct  child care expenses  dur ing a 
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per iod when the support ing person  wi th the lower income was a 
student  in  at tendance at  a designated educational  inst i tut ion  or  
secondary school  and enrol led in a par t - t ime educat ional  program. 
Draf t  amendments which,  i f  enacted,  wi l l  require that  cer t i f icat ions by 
medical  doctors as descr ibed at  ¶ 17(b)  be in wr i t ing are d iscussed in 
an i ta l ic ized note.  

¶ 18 ( former ¶ 13)  provides an expanded discussion of  child care 
expense deduct ib i l i ty  in  shared custody s i tuat ions.  

New ¶s 19 and 26 have been added to expla in how addi t ional  child 
care expenses  for  per iods dur ing which the taxpayer was a student  in  
at tendance at  a designated educational  inst i tut ion or secondary 
school  enrol led in a fu l l - t ime or  par t - t ime program may now be 
deduct ib le under subsect ion 63(2.2) .  

New ¶ 20 d iscusses fu l l - t ime and par t - t ime programs. 

¶ 21 ( former ¶ 14)  has been rev ised to ref lect  the changes to the 
general  ca lculat ion of  child care expenses deduct ib le under 
subsect ion 63(1) .  
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¶  22 ( former ¶ 17)  has been rev ised to inc lude,  in  the def in i t ion of  
earned income ,  governmental  f inancia l  ass is tance,  fe l lowships and 
pr izes.  Subsect ion 81(4)  payments for  volunteer  serv ices,  which may 
be excluded f rom income, may be inc luded in the earned income 
calculat ion i f  they are otherwise e l ig ib le amounts as descr ibed in th is  
paragraph.  

¶ 24 (par t  of  former ¶ 15)  has been modi f ied to ref lect  the new 
calculat ion of  child care expenses  for  the h igher income taxpayer,  
which may be l imi ted under subsect ion 63(2) .  

New ¶ 27 provides a def in i t ion of  the term designated educational  
inst i tut ion .  Draf t  amendments which,  i f  enacted,  wi l l  rev ise the 
def in i t ion for  the 1998 and subsequent  taxat ion years are d iscussed 
in an i ta l ic ized note.  

New ¶ 31 is  a d iscussion of  an indiv idual ’s  ent i t lement  to the d isabi l i ty  
tax credi t  supplement under subsect ion 118.3(1)  which may be 
reduced by c la ims for  child care expenses under sect ion 63.  

Throughout  the bul le t in ,  we have made other  changes for  c lar i f icat ion 
or  readabi l i ty  purposes.  
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