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For tax year 2000, there is one inportant change to the federal and State
Earned Inconme Credit prograns from previous years in the area of Qualifying

Children (please see the NOTE at the bottom of this page). As in previous
years, the EIC continues to be a tax benefit that is available to enployed
tenmporary assi stance and food stanp recipients. EICs wll not count as
incone or resources for tenporary assistance. Federal and State ElCs

continue to be excluded as food stanp incone. Their treatnent as a resource
is outlined in the Food Stanp Source Book.

The EIC provides several inportant incentives to work: it reduces the tax
burden on | owincome wage earners, it supplenments wages and it serves to
reward work. At mnimumwage, a full-tinme worker with two children will
earn | ess than $11, 000 per year and renmain below the poverty level for a
famly of three. However, the conbination of federal and State El Cs can
close the poverty gap for many famlies as they nove into the workforce.
Wth the increasing nunbers of welfare recipients noving into | ow wage
enpl oynent, it is vital that these individuals know about the EIC and how to
claimit. Wrkers, including legal immgrants, who qualify for the EIC and

file federal and state tax returns can get back sone or all of the incone
tax that was deducted during the year. Wor kers whose earni ngs may be bel ow
the taxabl e I evel may receive the EIC For exanple, for a famly with two

children and one wage earner holding a full-tinme mininumwage job, the state
and federal ElICs can add over one-third to that person's earnings!

Specifically, conbined federal and state EIC benefits for qualifying
fam lies can be as nuch as $4763. Depending on their income, the credit is
attainable by famlies or individuals who worked full tine or part tine at
sonme point in 2000.

1) Wrkers who were raising one child in their hone and had famly
income of |less than $27,413 in 2000 may receive an EIC of wup to
$2353 from federal inconme tax and $529 from state income tax.

2) Workers who were raising nore than one child in their honme and had
famly income of |ess than $31,152 in 2000 nmay receive an ElC of up
to $3888 fromfederal income tax and $875 from state incone tax.

3) Wrkers who were not raising children in their home but were
bet ween ages 25 and under age 65 on Decenber 31, 2000 and had
income below $10,380 can get an EIC of up to $353 from federa
income tax and $79 state incone tax.

NOTE: Qualifying children include: sons, daughters, st epchil dren,
grandchi | dren, adopted children or eligible foster children as |ong
as they lived with the taxpayer for nore than half the year.
Ni eces, nephews, children of a friend or foster children can be
qualifying children if they lived with the taxpayer all year, were
cared for as nmenbers of the fanmly, and new for tax year 2000, were
placed in the taxpayers hone by either a court order or an
aut hori zed agency (see Attachrment VI). Qualifying children nust be
under age 19, or under age 24 if they are full-tinme students.
Totally and pernanently disabled children of any age also are
consi dered qualifying children. A valid Social Security number is
required for any qualifying child born before Decenber 1, 1998.
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To claimthe federal EIC, workers raising children in 2000 nust file either
Form 1040 or 1040A, fill out and attach Schedule EIC (Attachnent |) and file

a joint return if married. Workers who were not raising children in 2000
can file any tax form including the 1040EZ. Tax filers do not have to
calculate their own EIC, if they choose the IRSw Il do it for them To
claimthe state EIC, filers nust conplete FormIT-215 (Attachnent 1[1) and
attach it to the state income tax return. More detailed information
regarding the state EICis included in all New York State Incone Tax
packets. In order to qualify for the NYS EIC, a worker nust claimthe
federal EIC

It is also inportant for | owincone wage earners with qualifying children to
know that instead of receiving one |arge check fromthe IRS after they file
a tax return, that they can receive a part of their EICin every paycheck
and the rest of the credit after they file. This is called the "advance EIC
paynment." For nany workers, getting part of the EIC in each paycheck can
nake a difference in paying rent, buying groceries or neeting other day-to-
day needs. For exanple, a worker naking between $490 and $1045 a nonth can
receive about $50 extra in each bi-weekly paycheck. This is particularly
i mportant for people entering the work force at | ow wages. Enpl oyers al so
benefit because it can increase the take honme pay of their enployees at no
cost to the business. Workers can get the advanced paynent by conpleting
Form WS5: Earned Income Credit Advance Paynment Certificate and submitting
it to their enployer. The W5 can be conpleted at any time during the year,
but a new W5 nust be filed by the worker at the begi nning of each year to
continue receiving the EIC in their paychecks.

In order to informclients and others about the EICs, there are sone things
soci al services districts can do:

When advising clients of the advantages of work over welfare, bring
EICinto the discussion giving specific exanples of how EIC
conbi ned with earnings increases famly inconeg;

Phot ocopy the "EI C Envel ope Stuffer” and include it with any client
mai |l ings (Attachment 1V);

Phot ocopy and distribute the all-purpose flyer (Attachnent [11) to:

- physi ci ans;

- hospitals, clinics, and other health facilities;

- food pantries;

- child care centers;

- school s;

- l'i braries;

- WC sites;

- chur ches;

- enpl oyers who have | arge nunbers of part-time and |owincone
enpl oyees;

- housi ng aut horiti es.

- WA offices

- conmuni ty-based organi zati ons
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Pronmote the EICs via newsletters, both your own and ot hers;

Inform local community groups such as the United Way, the
Juni or League and ot her service providers;

Encourage | ocal businesses, banks and utility conpanies to
publicize the EICs to their custoners.

Clients may obtain specific federal tax information by calling the IRS toll-
free at 1-800-829-1040. State taxpayer infornmation is available toll-free
by calling 1-800-225-5829.

Finally, <clients can receive tax information or have their tax forms filled
out for free by visiting their |ocal Volunteer |Incone Tax Assistance center
(VITA). Many sites will also provide E-File services at no charge. From
| ate January through April 15, VI TA volunteers will be at sites in Iloca

areas throughout the state. Many workers, especially those who are newto
the workforce, are reluctant to conplete tax fornms on their own because they
are intimdated or wunfamliar with the process. Such workers often seek
help fromcomercial tax preparers and pay a fee for this service. Paying a
tax preparer reduces the value of the credit for famlies nobst in need of

it. In addition, a higher fee is charged for a refund anticipation |oan,
also known as a "quick turn-around refund.” However, in recent years |IRS
has been verifying information on the tax return, such as Social Security
nunbers, and this practice has sonetinmes del ayed EI C refunds. Thus, there

is little justification for paying the higher fee.

Locations of VITA offices will be publicized in the nedia or can be obtained
by calling the toll-free I RS phone nunber.

Shari Noonan

Director

O fice of Transitiona
Supports and Policy



