Dependent Care Guidelines

QUALIFYING INDIVIDUALS

Dependent care expenses must be provided to
Qualifying Individuals. A Qualifying Individual is defined
as any of the following:

1. A person under age 13 who is your “qualifying child”
under the Internal Revenue Code (the “code”). i.e., (a)

he or she has the same principal residence as you for
more than half the year, (b) he or she is your child or
step-child (by blood or adoption), foster child, sibling or
step-sibling, or a descendant of one of them; and (c) he
or she does not provide more than half of his or her own
support for the year.

If you are divorced or separated, you must be the primary
custodial parent of your child in order to be eligible for this
account (irrespective of whether which parent may claim

a personal exemption for the child on his or her federal
income tax return). Non-custodial parents may wish to
check with your legal or tax advisor to see if special rules
apply to you that would enable you to utilize this account.

2. Your spouse if he or she is physically or mentally
incapable of self-care and has the same principal abode
as you for more than half the year.

3. A person who is physically or mentally incapable of
self-care, has the same principal abode as you for more
than half the year and is your tax dependent under

the Code (for this purpose, status as a tax dependent
is determined without regard to the gross income
limitation for a “qualifying relative” and certain other
provisions of the Code’s definition).

ELIGIBLE EXPENSES

Eligible expenses are defined as those that enable you
(and your spouse, if any) to be gainfully employed* or to
seek employment. They include the following:

1. Expenses for services provided by a dependent care
center (including a day camp) that complies with all
applicable state and local laws and regulations;

2. Expenses for the care of a Qualifying individual or for
household services attributable in part to the care of a
Qualifying individual

3. Expenses for services outside of your household for
the care of a qualifying individual other than a person
under age 13 who is your qualifying child, provided that
qualifying individual regularly spends at least eight hours
per day in your household.
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In the case of any expenses for dependent care services
provided by a child of yours, that child must be at least
19 years old at the end of the year in which the services
were provided.

*If your spouse is a full-time student or is physically or
mentally not capable of self-care, he or she is treated as if
gainfully employed. A spouse is a “full-time student” if he
or she is enrolled at and attends a school for the number
of hours or classes that the school considers full time. Your
spouse must have been a student for some part of each of
five calendar months during the year.

PROHIBITED EXPENDITURES

Expenditures that are prohibited for reimbursement
include the following:

1. Babysitting for social events;
2. Educational expenses;
3. Charges for overnight camp

4. Expenses that you will take as a child care tax credit
on your income tax return; and

5. Expenses for services provided by your spouse, by
a parent of your under-age-13 qualifying child or by a
person for whom you or your spouse is entitled to claim
a personal exemption on a federal income tax return.

MAXIMUM ANNUAL CONTRIBUTION

The maximum annual contribution is $5,000 ($2,500 if
you are married and file separate income tax returns),
but no more than the lesser of the earned income of
you or your spouse. If your spouse is a full-time student
or incapacitated, the maximum annual election is
$3,000 for one child or $5,000 for two or more children.
(Amounts subject to change due to IRS guidelines.)
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