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The Earned Income Credit (EIC) is available again this year. There are some
important changes that we want to make you aware of to assure that all
eligible families take advantage of the program.
First, EIC benefits have been increased.
Some families will be eligible to
receive a credit of as much as $1235.
In addition, two extra EIC benefits
are available to certain families:
-

Families with a child born in 1991 can receive an extra benefit of
up to $357; and
Families that pay at least part of the premiums for a health
insurance policy that includes health care coverage for a child may
receive an extra credit of up to $428.

Families that qualify for both the basic
receive up to $2020 this year.
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Second, families will have to file a special form - Schedule EIC - in order
to get their benefit (Attachment I).
That is why an outreach effort on the
local level is so important. Previously, an eligible family needed only to
file a federal tax return to receive the EIC.
Now, families must fill out
the "Schedule EIC" and attach it to their tax return.
All families that
receive a 1040A or 1040 tax package from IRS will receive the Schedule EIC
in their package.
Families may not use the 1040 EZ to claim their EIC.
Although the form may look intimidating, it is not difficult to complete.
In fact, if a family fills out side one of the form, IRS will fill out side
two, the more difficult side, and calculate the credit for the family.
Third,
the filing status of tax filers is less restrictive with tax year
1991.
Virtually any family with earnings and a child in the home at least
six months of the year will qualify for the EIC so long as the family's
earnings and adjusted gross income are below the EIC limit of $21,250. This
includes low income working families with a foster child in the home
throughout the year, even though they may have no other children.
For tax year 1989, the latest year for which figures are available,
over
745,000 New Yorkers received over $408 million dollars in EIC payments. And
yet, there are still eligible families that did not receive benefits to
which they were entitled.
There are a number of actions that local staff
can take to increase the number of beneficiaries of this program.
Districts can:
o

Send a notice about EIC, and the necessity to file a federal tax
return to receive it, to all families who currently have earned
income or had earned income in 1991;

o

Send the same notice
assistance in 1991;
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o
Inform public assistance and food stamp clients in the same mailing
that they can receive exempt EIC throughout the year in their
paychecks,
rather than a lump sum, by filing a W-5 with their
employer; and
o

Inform clients that EIC can be applied for retroactively for
years, tax years 1988, 1989, and 1990.

three

It is important that clients know that EIC is exempt as a resource for
public assistance and food stamps in the month received and the following
month,
and that they can be eligible for EIC even if no federal income tax
is owed or no tax is withheld from their paycheck. If the credit is greater
than the amount of taxed owed, the tax bill will be reduced to zero.
IRS
will send the family a check for the remainder of the EIC.
In order to inform clients and low income working families about
public
service announcements are being planned along with
campaign. There are also some things that you can do:
o

Photocopy the "EIC Envelope Stuffer" and
mailings (Attachment II);

o

Promote the EIC via newsletters, both your own and others;

o

Inform your own employees and the employees of your contractors and
suppliers;

o

Inform local community
institutions; and

o

Encourage local businesses,
banks
publicize the EIC to its customers.
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Finally,
clients may obtain specific tax information by calling the IRS
toll-free at 1-800-829-1040 or by visiting their local Volunteers Income Tax
Assistance center (VITA).
Locations of VITA offices will be publicized in
the media.
Their locations can also be found by calling the toll-free IRS
phone number.
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