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Low-income Tax Credits 


Low-income Tax Credits Help Families Stay Out of Poverty
	Write Letters to Congress Urging Extension of Vital Low-income Tax Provisions
1. Introduce yourself and share about your commitment to including low-income people in the economic recovery.

2. Tell them that low-income tax credits like the Earned Income Tax Credit (EITC) and Child Tax Credit (CTC) are helping keep millions of Americans out of poverty, including millions of children.
3. Remind them that the 2009 economic recovery bill, the American Recovery and Reinvestment act (ARRA), expanded the EITC to help married couples and larger families. Also, the recovery bill lowered the eligibility threshold for the CTC, so more low-income families could claim the credit.

4. Tell them that based on these changes, the EITC helped 7 million low-income workers and kept 3 million people out of poverty in 2009. In addition, lowering the CTC threshold helped 26 million low-income children and their families get much-needed income support.
5. Explain, however, that these expansions will expire at the end of 2010. If allowed to happen, 600,000 children alone could fall into poverty from losing their CTC. 
6. With low-income families struggling just to scrape by in this economy, we cannot cut them off at the knees just as they beginning to stand up. Illustrate what this could mean for a typical parent working a full-time minimum wage job: allowing the CTC expansion to expire could mean the difference between receiving a $1,725 credit vs. a $248 credit. 
7. Urge your representatives and senators to support making the EITC and CTC changes from ARRA permanent. Specifically, have them speak with House Ways and Means Chairman Charlie Rangel (D-NY-15) and ranking member Dave Camp (R-MI-5) and Senate Finance Committee Chairman Max Baucus (D-MT) and ranking member Chuck Grassley (R-IA) and urge them to:

a. Make the ARRA EITC improvements for married couples and larger families permanent
b. Make the $3,000 CTC income eligibility threshold permanent. (In follow-up conversations with congressional offices, we urge you to voice your support to lower the CTC income eligibility threshold to $0 so all low-income families can claim it.)
Note: To find contact information, including telephone numbers and addresses for congressional offices and the names of the health and tax staffer, visit our Elected Officials page (http://capwiz.com/results/dbq/officials/). For directory assistance, you can also contact the U.S. Capitol Switchboard at (202) 224-3121.


Low-income Tax Credits: Poverty’s Little-Known Nemesis
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The Earned Income Tax Credit (EITC) is a refundable federal income tax credit for low-income working individuals and families. The EITC is designed to “make work pay” by decreasing the impact of taxes that low-wage workers pay on their earnings, and supplementing their wages. The intention is to move a family with a full-time minimum-wage worker above the poverty line, so as to avoid raising children in poverty. The EITC is the largest poverty-reduction program in the U.S. The Center on Budget and Policy Priorities estimates that in 2009, the EITC lifted 6.6 million people out of poverty, half of them children.
The key to the EITC is its refundability. A refundable tax credit allows taxpayers to receive a refund if their credit it greater than their tax bill. Since many low-income workers owe little or no income taxes (however, they do pay payroll, sales, property, and other state and local taxes), the EITC can be a significant boost to their income. For tax year 2008, approximately 24 million taxpayers received over $49 billion in EITC benefits and the average net EITC was $2,068.
In February 2009, the House and Senate passed the American Recovery and Reinvestment Act of 2009 (ARRA), which included several EITC improvements for tax years 2009 and 2010. First, Congress addressed the issue of the "marriage penalty" in the EITC. The EITC phases out as household income increases. Before ARRA, if an EITC-eligible worker married another low-income worker, they could both lose some or all of their EITC because they must combine their incomes for EITC purposes. ARRA raised the income levels for married couples thus allowing them to have a higher combined income without losing their EITC. Congress also expanded the EITC benefit for larger families. Because of ARRA, families with three or more children can now receive an EITC of up to 45 percent of their earned income, as compared to 40 percent for families with two children. These much-needed changes have benefitted 7 million people, keeping 3 million people out of poverty.
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The Child Tax Credit (CTC) is a partially-refundable tax credit designed to lessen the impact of income taxes for families raising children. The CTC is the largest tax code provision benefiting families with children, distributing about $45 billion to 31 million families in 2007. Persons with at least one qualifying child who file federal tax returns can get a CTC of up to $1,000 for each child. To qualify for the CTC, the tax filer’s earned income must be above a certain threshold ($3,000 in 2009). The credit is phased in as earned income goes above the threshold, until the maximum $1,000 credit is reached. The credit is then gradually phased out at very high income levels, and there is no credit available to those with incomes above $75,000 for single persons ($110,000 for married couples). 
The ARRA lowered the CTC threshold to $3,000 for tax years 2009 and 2010. The Center on Budget and Policy Priorities (CBPP) estimates this opened up the CTC to nearly 6 million new children and expand the credit for 20 million more, as compared to 2007 law. The current CTC, while a vast improvement over previous law, still excludes America's poorest families (those who earn less than $3,000 per year). Also, the credit is only partially refundable thus requiring low-income families to earn more to receive the full $1,000 credit as a refund. Finally, because the ARRA changes are temporary, the income eligibility threshold will jump to well over $12,000 in 2011 if Congress does not act this year. As a result, CBPP estimates that 600,000 children could fall into poverty; families with incomes above $10,000 would be hit the hardest.
Sample Laser Talk: The Earned Income Tax Credit and Child Tax Credit Lift Children Out of Poverty
Engage: Low-income tax credits like the Earned Income Tax Credit (EITC) and Child Tax Credit (CTC) are helping keep millions of Americans out of poverty, including millions of children.
Problem: Unless Congress acts this year to extend current tax credits, these low-income families across the country who are barely making ends meet will fall back into poverty. 

Inform: When Congress expanded the Earned Income Tax Credit in 2009, they helped 7 million low-income workers and kept 3 million people out of poverty. Changes to the Child Tax Credit helped 26 million low-income children and their families get much-needed income support. However, that these expansions will expire at the end of 2010. If allowed to happen, 600,000 children alone could fall into poverty from losing the Child Tax Credit alone. For a typical parent working a full-time minimum wage job, allowing the CTC expansion to expire could cause families to lose 85 percent of their credit (from  $1,725 to $248). 

Call to Action: Will you work with the House Ways and Means/Senate Finance Committee members to include the 2009 expansions of the Earned Income Tax Credit and Child Tax Credit in tax legislation this year? 

What Is a Laser Talk?

A laser talk serves as a useful starting point for your advocacy work, whether as a talking points during a town hall meeting or as a primer for face-to-face meetings with candidates and elected officials. Follow up with more information and evidence supporting your points. And of course, adapt a laser talk to reflect your own experiences and why you care about the issue! For more on how to create your own laser talk, see the RESULTS Activist Toolkit: Create and Deliver Your EPIC Laser Talk (http://www.results.org/skills_center/activist_toolkit/). 






