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DEPENDENT CARE FSA LIMIT INCREASED TO
$7,500 FOR 2026

September 17, 2025

The One Big Beautiful Bill Act, signed into law on July 4, 2025, increases the maximum
annual contribution for dependent care flexible spending accounts (FSAs) to $7,500 (or
$3,750 for married couples filing separately) for tax years beginning on or after January 1,
2026.

The current dependent care FSA limit of $5,000 (or $2,500 for married couples filing
separately) has been in place since 1986 (excluding certain temporary adjustments), so this
increase has been a long time coming.

An employer who offers a dependent care FSA program is not required to increase the limit
under their program to align with the new federal limit. However, in light of this change,
employers should consider taking the following actions:

» Review the dependent care FSA plan documents with legal counsel to determine if an
amendment is required to increase their dependent care FSA limit, if you plan to do
so. If an employer does not plan to increase the limit, a review of the dependent care
FSA plan document may still be appropriate to ensure that it does not contain any
language that would automatically increase the limit to align with the new federal limit.

« If an employer plans to implement the increased limit, consider how the increased
limit may affect their dependent care FSA compliance testing (required by the Internal
Revenue Code), such as the 55% average benefits test.

» Work with the dependent care FSA plan administrator to prepare to communicate the
increased limit, if applicable, during their open enroliment process for 2026.
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If you have any questions or would like additional information, please contact a

member of our Employee Benefits & Executive Compensation Practice Group.
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DISCLAIMER: This newsletter was created by Hill Ward Henderson for informational purposes only.

It discusses legal developments and should not be regarded as legal advice for specific situations.

Those who read this information should not act upon it without seeking legal advice. Neither prior
results described herein, nor any other representations contained herein guarantee a similar

outcome.

CONFIDENTIALITY NOTE: The information contained in this transmission may be privileged and
confidential information, and is intended only for the use of the individual or entity named above. If
the reader of this message is not the intended recipient, you are hereby notified that any
dissemination, distribution or copying of this communication is strictly prohibited. If you have
received this transmission in error, please immediately reply to the sender that you have received

this communication in error and then delete it. Thank you.
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