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REQUEST: Help Low-income Working Americans Build Financial Security
Please speak directly to Congressional Leadership, along with House Ways and Means Committee Chairman Dave Camp and Ranking Member Sander Levin or Senate Finance Committee Chairman Max Baucus and Ranking Member Orrin Hatch, urging them to:

· Strengthen progressivity in tax code and support low-income working families by making the 2009 improvements to the Earned Income Tax Credit and Child Tax Credit permanent.

· Include innovative low-income asset development strategies such as the Financial Security Credit (FSC) in any tax reform legislation. 
· House Members: Show your support for working families by co-sponsoring the Child Tax Credit Permanency Act of 2013 (H.R. 769), the Earned Income Tax Credit Improvement and Simplification Act of 2013 (H.R. 2116), and the Financial Security Credit Act of 2013 (H.R. 2917).
The EITC and CTC Support Working Families
The Earned Income Tax Credit (EITC) and Child Tax Credit (CTC) are financial lifelines for people working in low-wage jobs. These credits provide a vital financial boost to families in jobs that pay too little to live on. 

· The EITC and CTC encourage work, especially for single mothers. Expansions of the EITC in the 1990s moved half a million families from welfare to work.

· The EITC and CTC improve the lives of children. Studies show that children in families receiving the EITC were more likely to attend college and earn more income as adults. 
· The EITC and CTC reduce poverty. In 2011, the EITC and CTC lifted 9.4 million people out of poverty, reducing the poverty rate by 2.8 percentage points. 

· The EITC and CTC are good for local economies. EITC and CTC refunds tend to get spent quickly and locally. It is estimated that the EITC generates at least $1.50 in local economic activity for every $1 spent.

In January 2013, Congress extended expiring EITC and CTC improvements for an additional five years. Specifically, they ensured that families who make under $13,000 per year can still claim the CTC and preserved the current EITC for married couples and larger families. These improvements, first passed in 2009, lifted 1.5 million people out of poverty in 2011. Although RESULTS is pleased that Congress extended these improvements, they need to be made permanent. Congress must also protect the EITC and CTC in any tax reform or deficit reduction legislation. 
Asset Development Builds Financial Security
Building savings and assets is an integral part of poverty reduction. With savings, low-income children are more likely to go to college and move into the middle class as adults. Yet almost no savings incentives benefit low-income families. Without savings and assets, low-income families are continually at risk of falling deeper into poverty when financial crises arise. 

The Financial Security Credit (FSC) uses the convenience of tax time to encourage low-income taxpayers to save. The FSC is a matched deposit for low-income tax filers who agree to direct deposit all or part of their tax refund into an eligible savings product. A recent pilot program ($aveUSA) has shown that when low-income families are given the opportunity and incentive to save, they will. Rep. Jose Serrano has introduced H.R. 2917, the Financial Security Credit Act of 2013, which would put this innovative idea into practice.
Considering that more than a quarter of American households are “asset poor”, innovative ideas like the FSC will help low-income families achieve financial stability and independence.

Sample Letter in Support of Asset-Building Policies for Low-Income Working Families 
The Honorable Max Baucus, Chairman

The Honorable Orrin Hatch, Ranking Member

Senate Finance Committee

219 Dirksen Senate Office Building

Washington, DC 20510
The Honorable Dave Camp, Chairman

The Honorable Sander Levin, Ranking Member

House Ways and Means Committee
1102 Longworth House Office Building

Washington, D.C. 20515

Dear ___________________:

As we embark on a mission to achieve an efficient and fair tax code, I hope you will keep in mind the millions of Americans that experience poverty. Financial security is the first step towards rising out of poverty. Currently, our tax code several provisions that are vital to the economic stability financial well-being for millions of American families – the Earned Income Tax Credit and the Child tax Credit. In an economy that is still strengthening, we need to maintain the benefits the EITC and CTC bring to our economy. Because the EITC is typically spent quickly and locally, it’s estimated that for every dollar spent, the EITC generates between $1.50 and $2.00 of economic activity. These credits also help maintain progressivity in the tax code by making work pay and offsetting regressive federal and state taxes that disproportionately impact low-income families. Finally, these credits lift more Americans out of poverty than any other program –  9.4 million Americans in 2011, half of them children – and keep people working, even in jobs that don’t pay a living wage 
But we need to do more to strengthen progressivity in the tax code. To truly help low-income, hard-working Americans prepare for their future, we need to also promote low-income saving and asset building. Savings and assets are a critical part of any American family’s personal “safety net.” Savings help improve household stability, reduce government dependency, and move families and children out of poverty; 71 percent of children born to high-saving, low-income parents move up from the bottom income quartile over a generation (Pew’s Economic Mobility Project). 
Fortunately, there is an innovative idea already available to help low-income households get on the path to saving quickly and easily. The Financial Security Credit (FSC, formerly the Saver’s Bonus) uses the convenience and timing of tax time to promote savings. Because low-income taxpayers typically receive their largest check of the year at tax time (from the EITC and CTC), this is an ideal time to encourage saving. Here is how it works: 
· At tax time, the taxpayer checks a box on the tax return agreeing to deposit all or part of his/her tax refund into an eligible savings product (e.g. IRAs, 401(k)s, 529 College Savings Plans, Coverdell Education Accounts, U.S. Savings Bonds, and certificates of deposit). The IRS would then directly deposit that amount into the account. If the taxpayer does not have an account, he/she could sign up for one on their tax return.

· Participants would receive a fifty percent match for their deposits, up to $500 per year. This would provide hard-working taxpayers the incentive to still save while on a limited budget. The FSC would only be available to low-income households. 
We know it works. In 2008, New York City started the $aveNYC program, which is similar to the FSC. Participants in $aveNYC who deposited part of their refund into a savings account, received a match if they maintained that savings amount for a year. With 70 percent of participants maintaining those savings for a year, the program was deemed extremely successful and was expanded to other cities (now called $aveUSA). 

Incentivizing savings is nothing new; we have many provisions that encourage asset building, but few of these policies provide any benefit to low-income families. The Corporation for Enterprise Development (CFED) reports that in 2009, 45 percent of the largest asset building strategies in the tax code (mortgage interest deduction, property tax deduction, preferential tax rate on capital gains/dividends) went to the wealthiest one percent of households, while only 3 percent of the benefits went to the bottom sixty percent. It is time federal asset-development policy did more to support lower-income families.
As you work to enact much-needed reform to the tax code, I urge you to ensure that reform:

· Strengthens progressivity in tax code and supports low-income working families by making the 2009 improvements to the Earned Income Tax Credit and Child Tax Credit permanent.

· Includes innovative asset-building strategies such as the Financial Security Credit (FSC) that will help low-income families achieve financial independence and security.
Sincerely,
