
If you are thinking of adopting a child, there are many significant tax savings that are available to help offset the cost. There 
has been a federal adoption credit for some time, but Illinois recently passed an additional adoption credit on top of the 
existing federal credit. The federal adoption credit is a maximum of $13,840. The Illinois adoption credit is an additional $2,000 
($5,000 for a child that is over a year old and that is an Illinois resident). While the costs to adopt can exceed $20,000, these 
credits certainly go a long way in helping to make child adoption a reality. Here are some specifics:

Federal Adoption Credit:

• Total credit is $13,840 for qualified adoption credits. Your modified adjusted gross income must be equal to or less than  
 $207,580. The credit is phased out on income higher than this and completely phases out on income of $247,580.

• Most adoption expenses qualify for the credit. These would include legal fees, agency fees, travel expenses and other  
 expenses required for the adoption.

• The credit is generally claimed the year after you incurred the expenses, but special situations allow for the credit to be  
 claimed the year in which the expenses occurred

• When the credit is taken on your tax return, it is limited to the current tax liability. Any excess credit can be carried  
 forward for up to five years.

Illinois Adoption Credit:

• Illinois adoption credit should be taken the same year the federal adoption credit is taken.

• The Illinois credit is $2,000 per eligible child ($5,000 for a child that is at least one year old and is a resident of Illinois).  
 If the federal adoption credit is less than $2,000 or $5,000, depending upon which Illinois credit you qualify for, than the  
 Illinois credit is limited to the amount of the federal adoption credit.

• Similar to the federal adoption credit, the Illinois adoption credit cannot reduce the taxpayer’s liability to less than zero.  
 The remaining portion of the credit that exceed the current year’s tax liability can be carried forward for five years.

If you would like any more information, please do not hesitate to contact us. We are very excited with the adoption credits 
and hope that this will help make it a little easier for families interested in adopting.
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August Tax Tip

When you receive your annual merit increase at work, take 1% of the increase and add it to your retirement 
savings. For instance, if you are contributing 7% to your 401k at work, right before you receive your 3% raise, 
increase the contributions to 8%. You will still see an increase in your take home pay after the merit increase 
has been processed, but will also have increased your retirement savings. If you try doing this every year, you 
can help maximize your retirement savings.
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