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ABOUT NCSL

What is NCSL? What are our services?

= NCSLis a membership organization of m State-federal relations
all state legislators and legislative staff.

= Mission: To improve the quality and - Leglslatlve Strengthenmg
effectiveness of state legislatures; to promote = State-Pol ICy Research

policy innovation and communication among
state legislatures; and to ensure state
legislatures a strong, cohesive voice in the

federal system
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TAX CREDITS FOR WORKING FAMILIES

Earned Income Tax Credit Child Tax Credit child and Dependent Care

= Purpose: Atax creditfor | = Purpose: To support tax Tax Credit
tax filers and their filers with children - = Purpose: Tax credit for
families earning under $2000 credit per T ,
specified thresholds. qualifying child. }’Vorkr:qg tax01|°|Iers tjo pay
Amount of credit mostly | _ Refundabl or chila or dependent
determined by income efundable care expenses.
level and number of m |RS Publication 972 = Non-refundable
qualifying children.

s Refundable m |RS Publication 503

m |RS Publication 596
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https://www.irs.gov/pub/irs-pdf/p596.pdf
https://www.irs.gov/pub/irs-pdf/p972.pdf
https://www.irs.gov/pub/irs-pdf/p503.pdf

]
Requirements File Pay Ref

m Earns income and files taxes
Home > Credits & Deductions > Individuals > EI

2018 EITC Income Limit:

Home > Credits & Deductions > Individuals > EITC Income Limits Maximum Credit Amounts

2018 EITC Income Limits, Maximum Credit Amounts and Tax

m |f childless, be between the ages 25-65

English | Espaiiol | =3 (E

Individuals . .
Earned Income and AGI Limits E
Businesses and Self Employed The tax year 2018 Earned income and adjusted gross income (AGI) must each be .
less than:
If filing... Qualifying Children Claimed
Zero One Two Three or
more .
Single, Head 515,270 540,320 $45 802 $49,194
of Household

or Widowed
E



= Create a state EITC

= Refundable vs. Non-refundable
= How is it Calculated?

= Who Qualifies?

® Qutreach and Education (Federal and State credit)

(Are eligible individuals claiming the credit?)

m Data Collection

STATE EITC STATUTES — WHAT IS IN THEM?
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availability of the state and federal EITC.

The Commissioner of Community Affairs shall notify in writing any person who received rental assistance under section 8 of the United States Housing Act or received aid under the Supplemental Security Income Program of the

EITC Calculat

e FS publication for egact

- Must file taxes
- Have a qualifying child ar

employes’s eligibility for the federal earned
income tax credit.

LR T

g
R
wE Tes be betw een 15 & 65 years AT Grant Informaton
gum old tpeat Tlaemrre e dayleit
* -Earn less than day-Z]
State agencies, to their program participants onee per year in Jan-April. [among other more practicable)
Have wages and adjusted )
gross income within certain Faioat § IFGET
[";‘"si P—— i the intent of the Legislature o do each of the following:
am?rs:lx-gre:plluym}nt‘in!‘gr%r:e (1] Matimize the ability of CalwORKs recipients to benefit from the federal or state Earned Income Tax Credit (EITC), including retroactive EITC credits and the
miay be used o elaim In order to alleviate the tay burden on working poor persons and Families to | Advance EITC, take advantage of the eamed-income disregard to increase their CalFresh benefits, and aceurnulate eredit toward future sosial security income.
CaETC enhance the wages and income of working poor persons and families to [2) Educate and empower all CalwORK s participants wha receive the federal or state EITC to save or invest part or all of their eredits ininstruments such as
For lax‘yeals 2015 and 2006, W enzure that California receives itz share of the federal money available in the [individual development accounts, $01(k] plans, 403(b] plans, IRAs, 457 plans, Coverdell ESA plans, an account established pursuant to the California Secure
Zineame may be used 1o c‘a"m Lederal Earned Income Tax Credit program, to ensure that the poorest Choice Fetirement Savings Program [Title 21 [commencing with Section 100000], of the Government Code], restricted accounts pursuant to subdivizion (a) of
Calbl Czetermplogment Employer must notify win 1 week of providing W working Calfornians aceess the addtional state EITC. and tonject Section 11652, or 29 plans, and to take aduantage of the federal Assets for Independence pragram and ather matching funds, toals, and training avilable from
income r.nay ot be used 1o 2 [Motice regs. In T.Code & 135354) | additional federal money into the Californis economy, the state shall public or private sources, in order to build their assets.
_g Coaliformi . . es alaim CaEITC, Facilitate the furnizhing of information to working poor persons and families | (b) Itis the intent of the Legislature that counties encourage Cal'wORKs recipients to participate in activities that will maximize their receipt of the EITC. To this el
5 " FEITC. 20t Have 2 Social Security Tap S f1ATET regarding the availability of the federal and state earned income b credit 20 | eounties may do 2l of the Following:
2 " CalFiew. & T.Code § 17052 MMt issued by the Social that they may claim those credits on their federal and state income tag (1) Structure welfare-to-wark activities pursuant to subdivisions (a] to [j). inclusive, of Section N322.6 to give recipients the option of makimizing the portion of th
3 Instiuctions. aliat Seourty Mminisflation Contents of the employer notification, returnz, Cal'WORKs benefits that meets the definition of “earned incame™ in Section 32(c)(2] of the Internal Fievenue Code.l
o thiat s valid For emplogment for (]t iz the intent of thiz act to oFfer the Mozt toaffact] i b (2] Inform CalWwORKs recipients of each of the Following:
e3ch Laspayer, LaRpayer's Fap Coge § I35 H [£] That earned income, either previous o Future, may make themn eligible for the federal or state EITC., including retroactive EITC credits and the Advance EITC
zpause, and alny increase their CalFresh benefits, and accumulate credit toward Future social security income.
opaliying chidren [2)Motices provided by state d and agencies that serve th [E] That recipients, as part of their welfare-to-work plans, have the option of engaging in subsidized employment and grant-based on-the-job training, as specifiec
| Did not use the Section 11322.6, and that participating in these activities willincrease their earned income to the extent that they meet the requirements of Federal law.
emarried/FIDP Fiing (31 By taking steps to ensure that eligible Californizns claim both the federal | (£) That receipt of the federal or state EITC does not affect their Cal'wORKs grant and i additional tas-free income for them.
coparately iing and state EITC [D] That 2 Cal'ORKs recipient who receives the Federal or state EITC may invest these funds in an individual development aceaunt, 401(k] plan, 403(b] plan, IR
oo the age 457 plan, 529 college savings plan, Coverdell ESA, 2n account established pursuant o the California Secure Choice Fietirement Savings Program, or restricted
requirement for childess ta- a3 Code £ 13853 aceount, and that investments in these accounts will not make the recipient ineligible for Cal'wORKs benefits or reduce the recipient's Cal'wORks benefits.
e [2) At each regular eligibility redetermination, the county shall ask a recipient whether the recipient is eligible For and takes advantage of the EITC. IF the recipient n
be eligible and does nat participate, the county shall give the recipient the Federal or state EITC Form and encourage and assist the recipient to take advantage of
Cal FITEC funding for outreach, grants L0 analysie
= 1024 of FEITC es Claim the FEITC
2 A o s A county department shall assist participants in applying for and receiving the earned incame tax credit under applicable rule= of the federalinternal revenue serui
g T EA FIRS TS EARA FIRISEIE EARAF IR LEIE
5 - Eligible far FEITC
o 23 of the FEITC Yes - T resident
i The Labor Department shall provide information concerning the Federal eaimed income credit program established pursuant to 26 USC 32, to each applicant for
£ o Stat £ 45 T0de L Stat 5 LA Linn et § e recipient of unemplayment compenz ation benefits.
g
° iy vt FOAETH
Ewery employer required to deduct and withhold
" tar under this chapter fram the wages or ather
] 205 of the FEITC Mo - DE resident remuneration of an employes shall furnish to
g i - each such emplayee, all information required by During the month of January, the Department shall send 2 notice ta recipients paid by the Department under this subsection in the Form of: (1) Any notice avilabl
- it i oA 0 S A5 Bl Secle A 0 7 51T Ll St 18 B07 F MIF the Internal Reuenus Service regarding the from the Internal Revenue Service concerning the EIC, including but nat limited ta the notice of 2 possible federal tax refund due ta the earned income credit; or |
a

A niotice developed by the Department which shall include the mazimum earned income credic and the makimum earnings to which such tag credit shall apply, as
determined by the federal government,
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STATES WITH EITCS

Jurisdictions with Earned Income Tax Credits
In addition to the federal credit

Did You Know?

¢ The average
amount of federal

earned income tax
credit (EITC) received [

nationwide in 2016

was $2,455. T O
¢ Twenty percent of .

people eligible for the
federal EITC did not
claim it in 2016. To
increase awareness,
the Internal Revenue
Service sponsors
awareness day and
provides outreach
materials.

LAd

¢ 8.1 million families
lived in poverty in



EITC

" How is it Calculated? ® Who Qualifies?
= Most states calculated their EITC m California, Maine, Minnesota &
as a percentage of the federal Maryland expanded to childless
credit. workers.
= New Jersey 40% of the federal ® Minnesota expanded the credit to
credit, Montana 3% of the federal higher income thresholds.
credit.

= Wisconsin doesn’t apply to
= California & Minnesota calculate childless workers.
it direct from incomes.
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= Workers at risk for overlooking this important credit include those:

 Living in non-traditional homes, such as a grandparent/grandchild
* Whose earnings declined or marital or parental status changed

« Without children

* With limited English skills

* Veterans

* Livingin rural areas

* Who are Native Americans

* With earnings below the filing requirement

* Who have disabilities or are raising children with disabilities

EITC OUTREACH EFFORTS




® Qutreach Categories

* General Outreach
* Employer-led Outreach
» Other benefit recipient Outreach

» Tax preparation Assistance (VITA program grantees)

EITC OUTREACH EFFORTS



EITC DATA COLLECTION

California - Franchise Tax Board

= # of tax returns claiming the credit.

= #of individuals represented on tax returns claiming the credit.

= Average credit amount.

= Distribution of credits by number of dependents and income ranges.
= Estimate of people lifted out of “deep poverty”

Hawaii - Department of Taxation

= # of credits granted for the prior calendar year.

= Total amount of the credits granted.

=  Average value of the credits granted to taxpayers whose earned income falls within various income ranges.

New Jersey - Department of the Treasury
* The Department of the Treasury shall make available to the Department of Human Services necessary statistical
information obtained with respect to the New Jersey Earned Income Tax Credit program.

M NCSL



- Congressional Hesearc
'ﬂ\ Informing the legislative debate since

The Child Tax Credit

Calculating the Credit
When calculating the total amount of federal income
owed, eligible taxpayers can reduce their federal inc
liability by the amount of the child tax credit. Curren|
eligible families that claim the child tax credit can sul
up to $2,000 per qualifying child from their federal 1
tax liability. The maximum amount of credit a famil
receive is equal to the number of qualifying children
family multiplied by $2,000.

If a family’s tax liability is less than the value of thei
tax credit, they may be eligible for a refundable credj
calculated using the earned income formula. The refi
portion of the credit is referred to as the additional ¢
credit, or ACTC. Under this formula, a family is elig
a refund equal to 15% of their earnings in excess of
up to the maximum amount of the refundable portio
credit. The maximum amount of the refundable porti
the credit is $1,400 per qualifying child.

The $2,000-per-child value of the credit falls by a ce
amount as a family’s income rises. Specifically, for
$1,000 of modified adjusted gross income (MAGI) a
threshold amount, the credit falls by $50—or effecti
5% of MAGI above the threshold. The threshold am
depends on a taxpayer’s filing status, and equals $20
for single parents and married taxpayers filing separ
returns, and $400,000 for married taxpayers filing jo
returns. The actual income level at which the credit i
entirely phased out (i.e., equals zero) depends on the
number of qualifying children a taxpayer has. Gener.
take-z $4(] n[)(] uf MAGI above the phasenut thrcshm]

. aTaTal -~

c;edit.'l'hemaximumamountofthereﬁmdabl'epmiono
the credit is $1,400 per qualifying child.

The $2,000-per-child value of the credit falls by a certain
amount as a family’s income rises. Specifically, for every
$1,000 of modified adjusted gross income (MAGI) above
threshold amount, the credit falls by $50—or effectively
5% of MAGI above the threshold. The threshold amount
depends on a taxpayer’s filing status, and equals $200,00
for single parents and married taxpayers filing separate
returns, and $400,000 for married taxpayers filing joint
returns. The actual income level at which the credit is
entirely phased out (i.e., equals zero) depends on the
number of qualifying children a taxpayer has. Generally,
takes $40,000 of MAGI above the phaseout threshold to
completely phase out $2,000 of credit. For example, the
credit will completely phase out for a married couple witl
two children if their MAGI exceeds $480,000.

The child tax credit can offset a taxpayer’s Alternative
Minimum Tax (AMT) liability. Currently, the maximum
credit per child, refundability threshold, and phaseout
thresholds are not indexed for inflation. From 2018 to 20
the maximum amount of the ACTC is indexed for inflatic
Table 1 provides an overview of key provisions of the ch
tax credit under current law and how they will change, as
scheduled under P.L. 115-97.

www.C



B Create a state EITC
m Refundable vs. Non-refundable

® How is it Calculated?
® \Who Qualifies?

STATE CTC: WHAT IS IN STATUTE?




STATES WITH CHILD TAX CREDITS

At least 6 states have
Child Tax Credits

States with Non-Refundable Child Tax Credit



CTC

® How is it Calculated? ® \Who Qualifies?
= A mix of fixed dollar amounts m Oklahoma - Income less than
and percentages of the federal $100,000.
credit.

® Colorado - Child must be
younger than 6.

= New York - Child must be older
than 4.

M NCSL



Earns income and files taxes .
Expenses must be paid to work

or seek work
= Nonrefundable

File Pay Refunds Credits & Deductions

Home > Help > Tax Topics > Topic No. 602 Child and Dependent Care Credit )
from employer's cafeteria plan ant

Example 2. In July of this year, to permit your spouse excluded from Randall's income
to begin a new job, you enrolled your 3-year-old daughter 3) Reduced dollar limit on work-relatec
in a nursery school that provides preschool childcare. You Randall can use for the credit . .

paid $300 per month for the childcare. You can use the full
$1,800 you paid ($300 x 6 months) as qualified expenses

because it isn't more than the $3,000 yearly limit. Amount of Credit

To determine the amount of y
work-related expenses (after apg
and dollar limits) by a perce

Page 12

depends on your adjusted gross income shown on Form Even though line 2 indicates «
1040, line 7; or Form 1040NR, line 36. The following table = didn't have any dependent ca
shows the percentage to use based on adjusted gross in-  change the fact that they had tv
come. the purposes of Form 2441.

IF your adjusted gross income is:  THEN the Payments for prior year's
Over: Butnotover:  percentage is: work-related expenses in 2017 tt

ey s alRlas A inarasens tha Arasdds



https://fas.org/sgp/crs/misc/R44993.pdf

Figure A. Can You Claim the Credit?

Start Here

Was the care for one or more qualifying persons?

Ne

=

Did you' have eamed income during the year?

Ne

[

Did you pay the expenses to allow you' to work or look for work?

N

| e

Were your payments made to someone you or your spouse could

claim as a dependent?
l No

Were your payments made lo your spouse or to the parent of your
qualifying person who is your qualifying child and under age 137

‘es

I

Were your payments made to your child who was under the age of
19 at the end of the year?

Frrrrrt

FEDERAL CDCTC

¥ No

No
| Are you single? H Are you filing a joint return?
Yes No
Yes

Yes

Do you meet the requirements|
1o be considered unmarried?

No

and identifying number?

Do you know the care provider's name, address,)

lND

Did you make a reasonable effort 1o get this
information? (See Due diligence.)

pe |

i ves

Did you pay expenses for more than one
qualifying person?

lwa

Are you excluding or deducting at least $3,000
of dependent care benefits?

No

‘You may be able to claim the child and
dependent care credit. Fill out Form 2441

You CAN'T claim the child
and dependent care credit.”




® Create a state CDCTC

m Refundable vs. Non-refundable

® How is it Calculated?

= \Who Qualifies?

STATE CDCTC: WHAT IS IN STATUTE?




CHILD AND DEPENDENT CARE TAX CREDIT

At least 21 states have Child
and Dependent Care Tax
Credits

M NCSL



m= How is it Calculated?

® Most states calculate their CDCTC
as a percentage of the federal
credit.

® Hawaii, California, lowa,
Nebraska, New York, Oregon,
Vermont have graduated scales
based on income.

= \Who Qualifies?

® Arkansas, Maine & Vermont have
additional standards regarding the
facility.
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CONTACT INFORMATION

(720) 272 -8174
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