NATIONAL CONFERENCE
of STATE LEGISLATURES

The Forum for America’s ldeas

NCSL

Committed to your success

Economic Opportunity Poverty Reduction Task Force
Early Childhood Development and Education Work Group
August 21, 2013




NATIONAL CONFERENCE
of STATE LEGISLATURES

The Forum for America’s ldeas

NCSL: What We Do

NCSL Children and Families Program
Early Care and Education Project

Conduct 50-state bipartisan research and policy analysis
Track Legislation

Prepare policy reports

Testify before legislative bodies

Conduct in-state consultation and technical assistance
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Tax Credit (CADC)

The federal credit allows a tax filer with
employment-related child and dependent care
expenses to subtract a portion of these expenses
from federal tax liability to reduce the amount of
tax actually owed to the federal government.
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Key Features

Covers employment-related expenses for both
children and adult dependents.

Covers a range of care options.
Places a limit on eligible expenses.

Targets the greatest amount of assistance to lower-
income families.

Married couples must file a joint return to be eligible
for the credit.
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 Twenty-eight states have thirty-four CADC income
tax provisions.

 Most state CADC provisions are dependent on or tied
to the federal credit.

e A few states have CADC provisions that are not tied,

or are only partially tied, to the federal credit (MN,
NM, OR, HI, OR, MT).
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Implementation Issues to Consider

 Marketing/Outreach
e Refundability

e Cash Flow

e |nfrastructure
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Consider
e Tie the state credit to quality standards (ME, AR, VT).

 Provide child care tax credits to businesses (ME, OK,
FL) .
* Provide tax credits that target providers based on

their quality rating and number of low-income
children they serve (LA).



NATIONAL CONFERENCE
of STATE LEGISLATURES

The Forum for America’s ldeas

e Alliance for Early Childhood Finance www.earlychildhoodfinance.org
* Internal Revenue Service www.irs.gov

e National Women's Law Center www.nwlc.org

e Tax Foundation www.taxfoundation.org
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What do we mean by the Cliff Effect?

The chffr:eiqu (e‘fers to the sudden decrease in benefits that can happen
w”’th a_sma[‘r mcrease in earnmgs Indwnduals receiving work support

e .

‘s.!"Often times, the wage increase does not offset the
eceived through the work support programs.
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FINANCIAL SELF-SUFFICIENCY

One way to understand and put into context the
cliff effect is to establish a definition of
financial self-sufficiency:

* the income level a family requires to meet their
basic needs without public assistance.
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WHAT ARE STATES DOING?

Thirty-seven (37) states, including Colorado, have
calculated the Self-Sufficiency Standard for their state.
The Standard can be used as a benchmark to identify
the “cliffs” and serve as the target income level at
which public programs should expire.
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Benchmark for self-sufficiency in workforce programs (Chicago)

Formal measure of self-sufficiency and benchmark for success in welfare
programs (Sonoma County, CA)

Part of eligibility criteria for job training services (DC and Colorado, Eastern
Region Workforce Board in Fort Morgan)

Tool to analyze eligibility levels and program co-payments (Oklahoma,
Pennsylvania)

Create self-sufficiency calculators that staff and consumers can use
(Colorado, DC, Pennsylvania and Washington states. Also localities:
Chicago, New York City, California Bay Area)
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 Review Eligibility Levels and Include Phase-Outs

1.

Increase the eligibility limit so that it is more closely tied
to the amount needed to meet self-sufficiency guidelines.

Phase out benefits by establishing sliding scales and
gradually lowering benefit amounts.

Align eligibility across programs so that families do not
lose all benefits at once.
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 Provide Work Supports that Bridge the Gap

0 The most common include:
e child care assistance
e nutrition assistance (formerly called food stamps)
* tax credits
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Child Care Assistance '

Child Care Development Fund (CCDF) subsidies are an important
benefit for working families. Establishing higher income
eligibility thresholds or phasing out eligibility as earnings
increase can reduce the impact of a sudden loss of benefits.
Some states have set eligibility levels at 200% of the federal
poverty level or higher.

(AL, CA, CO, CT, DC, HI, ME, MA, NV, NH, NC, TX, VA, WY)
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NCSL FALL FORU

Save the Date!
Washington, D.C.
December 4-6, 2013
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NCSL

Contact Information

Robyn Lipkowitz Phuonglan Nguyen
Program Director Policy Specialist
303-856-1420 303-856-1582

robyn.lipkowitz@ncsl.org phuonglan.nguyen@ncsl.org
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