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INTRODUCTION

We appreciate the opportunity to submit this testimony on behalf of Empire Justice Center.
This testimony addresses issues in the Executive Budget that pertain to taxes.

Empire Justice Center is a nonprofit law firm that seeks to make the law work for all New
Yorkers, especially those who need it the most. We do so by identifying critical issues,
developing and implementing creative solutions and monitoring ongoing results. Our staff has
protected and strengthened the legal rights of people in New York, especially historically
marginalized communities, for more than forty years. We do this through three major service
areas. We teach the law by providing training, support and technical assistance to legal services
and private attorneys and other community-based advocates to help them better serve their
clients. We practice the law by providing direct civil legal assistance and undertaking impact
litigation, representing low- income individuals, as well as classes of New Yorkers in a wide
range of poverty law areas including health, public assistance, domestic violence and SSI/SSD
benefits. And we improve the law by engaging in policy analysis, research and advocacy.

In our work at CASH (Creating, Assets, Savings and Hope), we help people to ensure they are
claiming all the tax credits that they are entitled to. To date, we have supported almost quarter
of a million families though our VITA program, in the Rochester area, to set them on a path
towards financial stability. Each year we provide direct service to over 10,000 families and
connect them with additional resources that they may not be aware of.

Given all the families we work with, we see patterns. We've seen first-hand the impact of the
changes in federal tax policy during the pandemic — notably extending the Child Tax Credit to
include advanced payments-- and how that helped so many families. Unfortunately, to date
we’ve seen the negative impact that the failure to extend the Federal Advance Child Tax Credit
and expand eligibility has had on families. Just two weeks into the 2022 tax season we have
already seen a decrease in $100,000 in child tax credits and how those cuts directly impact our
low wage or no wage tax filers. One family of four received a tax return last year of almost
$8,000, this year the Mom left with approximately $300 in credits. That is a massive decrease in
her year-over-year returns and will directly impact the quality of life of the children in this
family.

Based on our expertise, we see clear opportunities to lift New York children and families out of
poverty with amendments to our tax law.

In the 2023-24 budget, we urge New York to strengthen and expand its refundable tax credits in
a similar way to the way the federal child tax credit was enhanced during the pandemic to have
the greatest impact on child poverty.
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About the Empire State Child Credit

Enacted in 2006, New York State’s Empire State Child Credit provides eligible families up to
$330 annually per “qualified” child (children ages 4-16). The credit begins to phase in at $3,000
of income. Eligible tax-filers are families with income up to $110,000 for a joint tax return,
$75,000 for a single tax return and $55,000 for a married individual filing a separate tax return,
with a gradual phase out. Nearly 1.36 million families received the credit for tax year 2019 at an
average credit of $440. The cost associated with the ESCC in 2019 was $612.9 million.!

It is estimated it would cost the State $270 million to $320 million to expand the ESCC to all
children, fully-refundable, with no phase-in.

The Working Families Tax credit (SB 277) will help lift New York children out of poverty, and
help their families meet their basic needs, like clothing, gas, childcare, rent, and food.

Cash transfers via tax credits can have big poverty-reduction impacts.?2 With no serious federal
proposals on the horizon to provide economic support to struggling families, it is up to New
York State to lead. This bill combines and strengthens two existing refundable tax credits: the
Empire State Child Credit (ESCC) and state Earned Income Tax Credit (EITC), creating one more
inclusive and generous Working Families Tax Credit (WFTC). For individual New Yorkers and
families currently eligible for the ESCC, EITC, or both, the combined credit they would receive
from the WFTC would be greater, or equal to the total of the two credits. For the lowest
income, and many immigrant New Yorkers, the credit amount would be greater under the
WEFTC.

The WFTC credit builds upon the strengths of New York’s ESCC and EITC, and corrects their
shortcomings. Eligible families with children would receive a WFTC equal to or greater than the
current EITC credit plus ESCC credits for all children in the household including young children
under age four. The WFTC will allow families with the lowest incomes to receive the highest
credit amount by eliminating the phase-ins currently in place for both credits, and will be
available to immigrant tax-filers with Individual Tax Identification Numbers (ITIN) in the same
manner as filers with Social Security Numbers (SSNs). (This is currently the case with the ESCC,
but not with the EITC.) The WFTC will be paid out in four increments throughout the year.

The WFTC is structured to have greater poverty-reduction impact than existing credits,
adopting characteristics of the temporary pandemic expansion of the Federal Child Tax Credit in
2021, an expansion that contributed to reducing child poverty nationally by 46% to a record low
of 5.2%.3 Since the federal CTC expansion ended in 2022, 3.7 million children around the nation
have been plunged back into poverty.*

With New York’s child poverty rate persistently higher than the national average,” it is essential
for New York to prioritize policies proven to reduce child poverty like the robust, targeted, fully
refundable WFTC. It is estimated that the NYS WFTC will result in a 13.4% reduction in children
under the age of 18 living in poverty, with a 19.6% reduction for those under 18 living in deep

poverty.®
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We would like to highlight the impact of several critical policy proposals in the bill:

THE IMPACT OF EXPANDING TO INCLUDE FAMILIES OF CHILDREN UNDER FOUR

Currently the Empire State Child Tax Credit excludes children under four — which does
not make sense, given the expenses connected with all children. New York should
expand the Empire State Child Credit to end its illogical exclusion of our youngest
children, and those children living in deep poverty. The budget should include a robust
State child credit for children under age four, a group currently excluded from New
York’s Empire State Child Credit (ESCC).

Families with young children face poverty at greater rates’ and the birth of a child is a
leading trigger of “poverty spells” experienced by families®. Poverty creates conditions
that are often interpreted as parental failings2. Families experiencing poverty have a
higher likelihood of experiencing crises related to lack of basic needs, and of having
poverty be construed as “neglect,” leading to entanglement with the child welfare
system.

One of the key learnings of the last three years is that government policy can make a
real and immediate difference in the lives of children and families who are struggling to
make ends meet. Pandemic-era federal supports confirmed that it is possible to quickly
and sharply cut child poverty and boost family economic security. The most dramatic
example was the temporary pandemic expansion of the Federal Child Tax Credit in 2021,
which contributed to a 46% decline in child poverty nationwide.®

THE IMPACT OF DISPURSING PAYMENTS MORE OFTEN THAN YEARLY

Disbursements of Advanced Child Tax Credits have shown an IRS infrastructure that
could allow for Credits to be monthly or quarterly to smooth-out income and help
families keep up with bills. Distributing credits over time rather than one lump sum at
the end of the year is much more effective toward the end goal of helping families meet
their basic needs. At CASH when we survey clients; 97% of families spend tax credits
on clothing for their children, rent, gas, food, childcare, and on the many day to day
expenses. Steady disbursements are increasingly important as people are struggling to
manage the increasing cost of living.

THE IMPACT OF MAKING LOWER-INCOME FAMILIES ELIGIBLE FOR THE CREDIT

Many of our most needy families are excluded from the NYS Empire State Child Credit.
Lowering the floor for eligibility would have a big impact on lifting children and families
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out of poverty. A restructuring of the ESCC and NYS Earned Income Tax Credit (EITC) so
the highest credit goes to the lowest-income families, by ending regressive minimum
income requirements and phase-ins is needed.

In early 2022 New York enacted landmark legislation, the New York State Child Poverty
Reduction Act, committing New York State to cutting child poverty in half in a decade®!. The Act
had near-unanimous, bipartisan support from upstate and downstate, rural, urban, and
suburban legislators and constituents. It is imperative that New York take meaningful steps this
year to make good on its promise to New York children.

We support the proposed Working Families Tax Bill as an effective way to help New York
achieve its goals of lifting children and families out of poverty. Additionally, we support efforts
to make it easier for people to get the credits they’re eligible for, and we caution lawmakers to
keep the digital divide in mind when working to reduce barriers, so lower income families are
not again left behind.

Recommendation: Pass the Working Families Tax credit as drafted (SB 277) to help lift New
York children out of poverty, and help their families meet their basic needs, like clothing, gas,
childcare, rent, and food

Thank you for the opportunity to submit this testimony. We look forward to working with you
to achieve positive, progressive change in this legislative session. For questions, please contact
Alex Dery Snider at aderysnider@empirejustice.org or 518.935.2843.
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