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Good afternoon Senator Harp, Representative Merrill, and members of the Appropriations Committee.  I am Jim Horan, Executive Director of the Connecticut Association for Human Services, an advocacy and outreach organization that works to end poverty and empower families to build a secure future.  

CAHS supports R.B. 5840, An Act Concerning Public Education for the Earned Income Tax Credit (EITC).  We appreciate House Minority Leader Larry Cafero’s sponsorship of this bill.  The bill will appropriate $500,000 for establish an outreach and public awareness program to inform residents about the federal EITC.

The issue of outreach on the federal EITC has been raised in the Child Poverty and Prevention Council, which is charged with implementing a plan to reduce child poverty in Connecticut by 50 percent by 2014.  Almost four years since the General Assembly passed this groundbreaking target legislation, there has been no progress, and child poverty has actually risen slightly.  

Late last year, the Council assembled national poverty experts to help prioritize their 67 recommendations.  These experts, conservatives and liberals, came to consensus on 13 recommendations that could bring Connecticut closer to the target.  First among these was outreach on the federal EITC and creation of a state EITC.  The federal EITC is the nation’s largest and most effective poverty reduction program, and by itself reduces child poverty by 25 percent.  It works by providing a tax credit up to $4,700 to working people, mostly families with children, with incomes under $40,000.
CAHS has promoted the federal EITC for several years through the coordination on free income tax preparation (VITA) sites around the state.  We have also led efforts to create a state EITC.  We support this bill, because we believe that there is “money being left on the table.”  Nationally, the Internal Revenue Service estimates that 15-25 percent of those eligible for the federal EITC do not receive.  173,000 tax filers, 10 percent of all filers in Connecticut, receive the federal EITC.  Using IRS figures, 20,000-40,000 filers may be missing out.
Outreach and public awareness funded by this bill will help reach some of those filers.  We support the bill, but have a few caveats:

· Bob Genuario, Secretary of the Office of Policy and Management, testified before the Human Services Committee that as much as $66 million in federal EITC funds were going unclaimed by Connecticut residents.  National experts inform us that this is a huge over-estimate.  There is little information available on non-filers.  But many of them are believed to be childless, and would qualify for EITCs that are only a small fraction of those for filers with children.  Still, there may be $15-20 million in federal EITC funds left on the table, and a state-funded outreach and awareness program could help reach these filers.

· A $500,000 outreach program, while helpful, will not bring all eligible filers in.  There are already numerous local efforts to promote the EITC through the VITA sites.  Some filers the IRS believes are eligible may be undocumented immigrants or others who do not really qualify, or they may have child support or other issues that deter them from filing for the EITC.  An awareness program will bring in only some eligible filers.
· Secretary Genuario touted an outreach program a much less expensive alternative to a state Earned Income Tax Credit, with potentially greater returns.  This is definitely not the case.  The results of an outreach program are somewhat speculative, and definitely smaller than the $59 million a 20 percent refundable state EITC, as called for in S.B. 163, would generate for hard-working low-income residents.

Still, we urge you to support R.B. 5840.  There are state-supported federal EITC outreach efforts in other states, including Delaware, Illinois, and Virginia.  Connecticut can learn from these efforts.  We think the most effective use of these funds would be to divide them between a statewide marketing campaign and support for Volunteer Income Tax Assistance (VITA) sites.  These sites promote the federal EITC, use IRS-trained volunteers to prepare taxes for free, and increasingly promote other programs to help build the self-sufficiency of their clients.  These programs include access to benefits like Food Stamps and HUSKY, financial education and credit repair, and asset-building programs including homeownership and matched-savings Individual Development Accounts (IDAs).
The bill would appropriate funds to the Department of Revenue Services.  This may work, but we think you should also consider the Department of Social Services, which is charged under the Child Poverty Target legislation with promoting the federal EITC.

The Earned Income Tax Credit can be transformative.  It attracts people to work, and is most effective when used to expose tax filers to other benefits, education, and training that can stabilize their lives and help them become self-sufficient and move out of poverty.  CAHS supports a state outreach program on the federal EITC.  Creation of a 20 percent state EITC would be even more effective in bringing new funds and support for people who need the assistance.

We urge you to support R.B. 5840 before you today.  Even more importantly, we urge the General Assembly to support S.B. 163, to create a state EITC.
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