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[The Earned Income Tax Credit is] the best anti-poverty, the best pro-family, the best job creation

measure to come out of Congress.
President Ronald Reagan, "Sweeping Tax Overhaul Now the Law,"
Chicago Tribune, October 23, 1986.

The goals of the Earned Income Tax Credit (EITC) are to make work pay, to help ensure that
working parents do not have to raise their children in poverty, and to offset the total tax burden of
low and moderate income working families.... The EITC is a non-bureancratic way to reward
work effort. There are no middlemen service providers, no long lines at government offices, and there

is no need to take time off from work to apply for the credit.
President Clinton’s Council of Economic Advisors, December 1998

The federal Earned Income Tax Credit (EITC) lifts more children out of poverty than any other
single federal program.” The federal EITC has always enjoyed broad bi-partisan support — from its
enactment in 1975 during the presidency of Gerald Ford through its expansions under the Reagan,
Bush (I) and Clinton administrations. Now, roughly one in seven families in the United States files a
tax return that claims the federal EITC. In 2002, the credit helped lift 4.9 million people out of
poverty, including 2.7 million children.’

Many states have built on the success of the federal EITC by adopting similar credits against their
state income tax. Credits have been enacted in states led by Republicans, states led by Democrats,
and states with bi-partisan leadership. Currently, eighteen states, including all of Connecticut’s

1'This report updates Voices’ earlier reports on the EITC, including S.Geballe, D.Hall, E.Scalettar, The Earned Income Tax
Credit: Why Does Connecticut Lag Behind Its Neighbors?, (CT Voices for Children, 2002) and S.Geballe, The Working Poor
Family (EITC) Credit, (CT Voices for Children, 2001).

2 See Joseph Llobtera and Bob Zahradnik, .4 Hand Up: How State Earned Income Tax Credits Help Working Families Escape
Poverty in 2004 (Center on Budget and Policy Priorities, 2004), p. 1. The Earned Income Tax Credit is described in detail
in The 2004 Green Book: Background Material and Data on Programs within the Jurisdiction of the Committee on Ways and Means
(U.S. General Accounting Office, 2004), Section 13, Tax Provisions Related To Retirement, Health, Poverty,
Employment, Disability And Other Social Issues.

3 Llobrera and Zahradnik, .4 Hand Up, p. 1.

Thisreport is produced with the support of the Annie E. Casey Foundation, the Charles Stewart Mott Foundation, and the
Melville Charitable Trust. The contents of this report are the sole responsibility of Connecticut Voices for Children



neighboring states, the District of Columbia®, and two local governments (Montgomery County, MD
and Denver CO) have EITCs based on the federal credit.

Connecticut, however, has not enacted an EITC although it is both the nation’s wealthiest state (and
thus can afford an EITC) and a state with great need among its lowest income working families.
During the 1990s, a period of unprecedented economic growth, little progress was made towards
eliminating, or even reducing child poverty in Connecticut. Connecticut’s child poverty rate shrank
marginally, from 10.7% in 1990 to 10.4% in 2000. By contrast, national child poverty rates declined
1.7 percentage points, from 18.3% to 16.6%.> During the 1990s, Connecticut’s overall poverty rate
more than doubled, from 2.9% in 1989 to 7.1% in 1999, though poverty declined nationally over
this period.’

Adoption of an EITC in Connecticut would serve two important functions. First, it would
supplement the incomes of our state’s lowest income working families, helping them make ends
meet. Second, by providing these families with additional funds for their essential needs, the EITC
would fuel in-state consumer spending, thereby helping to kick-start a state economy that has not
recovered from a downturn that began almost four years ago.’

This report has two parts. Part Iis a narrative description of the federal EITC in Connecticut and
the advantages of a Connecticut EITC. Part II consists of annotated maps and charts that show the
amounts and geographical distribution of federal EITC benefits in Connecticut, with an in depth
look at ten selected Connecticut cities and their surrounding areas, and the additional benefits of a
state EITC if one were to be enacted.

4 See Appendix I for information about the EITCs in 18 states and the District of Columbia.

5 US Census Bureau, cited in P. Canny, D. Hall and S. Geballe, Child and Family Poverty in Connecticnt: 1990 and 2000, (CT
Voices for Children, 2002).

6 S. Geballe & D. Hall, The State of Working Connecticut 2001 (CT Voices for Children, September 2001).

7 As of the end of June, 2004, Connecticut had lost 58,700 jobs since July 2000. Overall employment has not yet shown
signs of sustained growth. Gains of 4,000 jobs between April and May 2004 were followed by losses of 4,200 from
May to June. The manufacturing sector has been hit particularly hard, shedding 42,400 jobs since July 2000 (72% of
total job loss over this time period.).
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Part I

A. The Federal Earned Income Tax Credit — A Description

The federal EITC is a credit against the federal income tax that is designed to offset some of the
taxes lower income families pay, including payroll taxes.® Because it is a refundable credit, a family
does not forfeit the full benefit of the credit if its income tax liability is less than the amount of the
credit. Rather, if the credit exceeds the family’s income tax liability the balance of the credit is

returned to the family in a refund check. This assures that

low income working families benefit fully from the credit.’ Refundable Tax Credits: A taxpayer

may at times be eligible for a credit that is
more than the amount the taxpayer owes in
taxes that year. If the credit is refundable, the

The federal EITC is available only to people who work and

whose earnings fall in the targeted income range. The difference between the credit and the tax
amount of the EITC varies by income and family size. As due is paid (refunded) to, rather than
depicted in Figure 1 below, for a married couple with two forfeited by, the taxpayer. Examples of

refundable tax credits are the federal EITC
and Connecticut’s refundable R&D credit
for certain businesses.

or more children in tax year 2003 the credit increases from
$0 when the family has no earnings to the maximum credit
of $4,204 for families with earnings between $10,500 and

$14,500." The credit then declines in value until it again reaches $0 for married couples with two or
more children earning more than $34,665."

The Federal Earned Income Tax Credit, 2003
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Figure 1 Source: CBPP, Make Tax Time Pay!: The 2004 Earned Income Tax Credit Ontreach Kit,
http:/ /www.cbpp.org/eic2004/index.html.

8 Use of the term “EITC” hereafter in this paper presumes a refundable EITC unless otherwise specified. The federal
earned income tax ctedit is occasionally also referred to as an EIC — earned income credit.

9 By contrast, a non-refundable credit, such as the CT property tax credit against the state income tax, provides no
assistance for those whose incomes are too low to owe state income taxes.

10 This maximum EITC benefit corresponds fairly well to the annual income of a person working full time at minimum
wage. In Connecticut, a married person with two or more children, working full time for 50 weeks at the 2003
minimum wage of $6.90/hour would have earned $13,800 (within the maximum EITC range), and been eligible for an
additional $4,204 in EITC credit in tax year 2003.

11 The EITC is available to low income workers without children, but the benefits are de minimis and are therefore not
included in this chart.
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Who Benefits from the EITC in CT?
(2001)

Number of Returns

< 10K 10K-20K 20K-30K 30K-50K
Adjusted Gross Income (AGI) Range

Figure 2: Source: IRS data, compiled by the Brookings Institution’s Center on Urban and Metropolitan
Policy

B. Families Throughout Connecticut Benefit From the Federal Earned Income Tax
Credit and A State Earned Income Tax Credit Would Add to These Benefits

There are EITC claimants in every Connecticut zip code, ranging from 1 to 2% of Connecticut
taxpayers in wealthy towns like Darien, New Canaan and Simsbury, to 40% or more of the taxpayers
in the poorer sections of Bridgeport, Waterbury and Hartford.”” In 2001, 742,000 Connecticut income
tax filers - 9% of all filers - claimed the federal EITC."” By 2002, over 150,000 Connecticut families
claimed federal EITC benefits."

The distribution of EITC filers mirrors state-wide poverty levels, with the greatest concentrations
of claimants in Connecticut’s larger cities and in eastern Connecticut, as seen in Map 1 on page 13.
For tax year 2001, the federal EITC put about §277 million directly into the hands of Connecticut’s
low income working families.

The federa/ EITC has myriad advantages, all of which would be augmented by a szaze EITC:

12 These are IRS data, compiled by the Brookings Institution’s Center on Urban and Metropolitan Policy.
http://apps89.brookings.edu:89/EITC/.  Except where otherwise noted, data in this report, including data in maps and
tables, are from this source.

13 This report relies primarily on data from the 2001 Tax Year (TY), the most recent year for which reliable data are
available at the zip code level. Preliminary data for TY 2002 are incomplete at this time, and therefore not generally
adequate for this report. Where reliable, preliminary state-level data for TY2002 are included.

14 Importantly, national data show that about 96% of eligible houscholds with one child and 93% of eligible households
with two children claim the federal EITC. However, only about 63% of eligible families with three or more children
claim the credit. US General Accounting Office, Earned Income Tax Credit Participation (GAO-02-290R) (December 14,
2001).

Connecticut Voices for Children— The Earned Income Tax Credit: Still Lagging Behind in Connecticut 4



1. The EITC reduces the number of children living in poverty. The EITC acts as a wage
supplement, increasing the family’s available income. It has been found, at the federal level,
to be the single most effective mechanism for lifting children out of poverty.

[W]hen states provide the right type of fiscal incentives to parents for low-
wage work, not only do welfare rolls fall, but family incomes rise, poverty
rates fall, and young children’s academic achievement and social-behavioral
development improves.”

2. The EITC helps low-income families achieve economic self-sufficiency. OPM’s Se/f-
Sufficiency Report (1999) quantified, for the first time, the added expenses Connecticut parents
face when raising children — for housing, child care, food, health care, education, and the
like."* For Connecticut families with children, economic self-sufficiency requires a much
higher annual income than is needed for adults who are not raising children. Household
expenses (including food, housing, child care, transportation and health care) nearly double
for a single adult when that adult begins raising an infant, increasing, for example, from
$23,283 /year to $45,318 /year (in 2003 dollars) in the Stamford-Norwalk region'’. This far
exceeds the 2003 federal poverty level of $15,260 for a family of 3. The National Center
for Children in Poverty (NCCP) has modeled family expenditures and income for low and
moderate-income earners. NCCP found that, particularly for those earning the maximum
EITC benefit, the EITC represents a significant proportion of household income, helping
“family resources” stay ahead of “basic expenses.”’

Based on 2003 numbers, if Connecticut adopted an EITC set at 20% of the federal credit,
the maximum annual state credit of $841 (20% of $4,204) would go to couples with more
than one child and earnings between $10,500 and $14,500/year.” Such supplemental
income would make a significant difference in the total income available to these “working
poor” families.”

EX: A single mother with two children working at Connecticut’s minimum
wage of $7.10 in 2004 earns approximately $14,200/year, and is eligible for a
federal EITC of $4,104 (100 less than the maximum). This federal credit

15> National Center for Children in Poverty, Untapped Potential: State Earned Income Credits and Child Poverty Reduction,
Childhood Poverty Research Brief 3 (2001), p. 1. See generally, B. Meyer & D. Holtz-Eakin (eds.), Making Work Pay:
The Earned Income Tax Credit and Its Impact on America’s Families (Russell Sage Foundation Press, 2001).

16 Importantly, in calculating standards for economic self-sufficiency among Connecticut families of different types in
different regions of the state, the Self-Sufficiency Standard for Connecticut takes into account the beneficial impact of the
federal earned income tax credit (as well as the federal child care tax credit and federal child tax credit) on lower-
income working families.

17 These data taken from The Self Sufficiency Standard for Connecticut, have been adjusted for inflation to 2003 figures using
the CPI-U inflator as designated by the US Bureau of Labor Statistics (BLS).

18 For a family of four, the federal poverty level when the Self-Sufficiency report was written was $17,46. In 2003, it was
$18,400. For 2004 it has increased to $18,850.

19 National Center for Children in Poverty, http://www.ncep.org/modeler/modeler.cgi.

20 See Appendix 1 for summary details of the EITCs in effect in other states.

2L A family is defined as “working poor” if the parent(s) are working full-time, full-year but have earnings less than the
federal poverty level. As the self-sufficiency standard demonstrates, the federal poverty level is an inadequate measure
of family well-being. The methodology for determining the federal poverty level has not changed since its inception
in the early 1960s. It is calculated based on the out-dated assumption that food represents 30% of a family’s necessary
expenditures and does not incorporate family needs such as child care, which now represents a significant portion of
many families’ budgets.
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effectively raises her houtly wage by $2.05 to $9.15/hout. A 20% state EITC
would add an additional $.41/hour, bringing her total houtly compensation
to approximately $9.56. While this combined federal and state EITC “raise”
of $2.46/hour may not make an appreciable difference to many Connecticut
families with higher incomes, for a single mother with two children working
at minimum wage it would mean a 35% zncrease in income.

3. The EITC makes Connecticut’s income tax fairer for families raising children.
Despite the added costs associated with raising children, Connecticut’s state income tax
makes no adjustment for the number of children in a household, nor for the additional costs
families incur in raising children. Connecticut’s state income tax has no dependent
exemptions and no credits or deductions for the costs of child rearing. Indeed,
Connecticut’s is the oz/y state income tax that makes 70 child-related adjustments.” A state
EITC would help to address this, and help families make ends meet.

4. The EITC supports state welfare reform efforts. The EITC helps to cushion the
transition from cash assistance to economic self-sufficiency for families who are leaving
welfare and helps to smooth the “benefits cliffs” that currently exist when families abruptly
lose eligibility for certain benefits (such as food stamps) as their incomes increase. As
reported in the evaluation of Connecticut’s Jobs First program by Manpower Demonstration
Research Corporation™, individuals in both Jobs First and the “control” group earned, on
average, just $8.53/hour at the end of the study period and worked about 33 hours/week
(thereby earning about $14,600/year, or about $17,000 if they had been able to work full-
time). All these families were eligible for the federal EITC, and would likewise have been
eligible for a Connecticut EITC, helping to move them toward true economic self-
sufficiency.

5. The EITC helps the state economic recovery. The EITC puts cash into the hands of
people who will spend it locally. The credit helps families reduce their unpaid bills and
avoid personal bankruptcies, and the infusion of cash stimulates local businesses.

Research on the federal EITC shows that it has a proven track record for stimulating
consumer spending, as outlined in a report by the National Governor’s Association:

Most families use the credit to provide basic necessities, such as buying food and
clothing and paying bills. Many families use the credit to improve their social
mobility, such as purchasing a car, paying college tuition, and improving their
housing situation.”

The clustered nature of high EITC rates, as seen in the maps on page 13, and throughout
Part II below, highlights the fact that the EITC provides a significant influx of cash into
communities that are at risk because of high concentrations of poverty.

22 S. Geballe & E. Scalettar, The Connecticut Child Investment Credit (CT Voices for Children, 2001); S. Geballe, Investing in
Connecticut’s Families: Making Children 1 isible in Connecticut’s Tax Code (CT Voices for Children, 1999).

2 MDRC, Jobs First: Final Report on Connecticut’s Welfare Reform Initiative (February 2002).

24 This is in contrast with tax breaks for the wealthy, who may, for example, invest in non-Connecticut companies or
spend tax savings on out of state vacations.

25 National Governot’s Association Center for Best Practices, Using State Tax Policy to Assist Lon-Income Families (2000).
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C. The Need for A Connecticut EITC Continues to Grow

As Connecticut emerges from a recession that hit the state harder and longer than most other states,
it is time to redress some of the damage that the downturn caused for Connecticut’s working poor
families. Adoption of a state EITC would also help reverse the substantial erosion over the 1990s in
the real income of Connecticut’s lowest income families. Connecticut communities and the state as
a whole would also benefit from a Connecticut EITC.

1. A Connecticut EITC will help compensate for the significant economic ground lost
by Connecticut’s lowest income families during the “prosperous” 1990s. During the
economic boom of the 1990’s, when Connecticut enjoyed record low unemployment and
unparalleled prosperity, Connecticut’s lowest-income working families and their children lost
significant economic ground.

From the late 1980s to the late 1990s, the real income of the bottom 20% of Connecticut
tamilies fe// by $4,672. This was, by far, the most significant decline in real income in any
state.” (In Massachusetts, the state with the next most significant decline, the real income of
the poorest 20% fell by $1,190, about one-quarter the decline in Connecticut.) Indeed, in
only twelve other states did the real income of the poorest 20% of families decline a# a// over
this period; in thirty-seven states and the District of Columbia the poorest 20% of families
enjoyed real income gains over the 1990s (in some states by as much as $5,000). Nationally,
real income for the poorest 20% of families increased by $1,601.”

Comparing the most recent ten year period, from 1993 to 2003, Connecticut’s poorest
families (represented by the 10" percentile and 20™ percentile of household incomes) have
fared much less well than the poorest families in most of the rest of the country. While the
national average growth of real incomes between 1993 and 2003 was 13.8% and 13.0% for
the 10" and 20" deciles, respectively, the corresponding growth for Connecticut was just
6.5% and 4.6%.” Connecticut’s rank among states for low-income growth during this
period was 6" lowest and 5" lowest, respectively.”

During Connecticut’s recession, the working poor shouldered a disproportionate share of
the load. The stalled economy, increased unemployment, and budget deficits that wreaked
havoc with state investments in various supports (child care, health care, and housing
subsidies) hit working poor families particularly hard. Increasing the income of low-income
families through a state EITC would help to put them back on a path toward economic self-
sufficiency.

2. State EITCs help buffer against economic uncertainty and vulnerability. In uncertain
economic times, or in times of budget deficits, states without EITCs may hesitate to adopt

20 D. Hall and S. Geballe, Pulling Apart in Connecticut: An Analysis of Trends in Family Income, (CT Voices for Children, April
2002). Center on Budget and Policy Priorities and the Economic Policy Institute, Pulling Apart: A State-by-State Analysis
of Income Trends (CBPP/EPI, April 2002).

27 Center on Budget and Policy Priorities and the Economic Policy Institute, Pulling Apart: A State-by-State Analysis of
Income Trends (CBPP/EPI, April 2002).

28 Unpublished data from the Economic Policy Institute, June 2004.

» By contrast, income growth during this period among high-income earners in Connecticut surpassed most states and
the national average. For the 80th percentile, Connecticut’s 21.5% growth was nearly double the national rate of
11.8%, placing Connecticut third among states; for the 90th percentile, Connecticut’s 20.9% surpassed the national
rate of 16.6%, placing Connecticut 9th highest among states.
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them and states that have EITCs may target them as a budget savings. Some states,
however, have recognized that the economic conditions that create budget deficits often
mean increased vulnerability for low income working families, making it harder for them to
maintain their jobs and sustain their families. In recent years, despite budget problems,

some states have adopted EITCs (Oklahoma in 2002 and Virginia in 2004) while others,
such as Maryland, have expanded their EITCs. Maryland expanded the refundable portion of
its EITC to 20% of the federal credit (phasing up to 16% in 2001, 18% in 2003, and 20% in
2004).

3. A state EITC is an important stimulus for Connecticut’s economy. As Connecticut
emerges from a lengthy period of economic stagnation, a state level EITC can provide an
important stimulus to the economy, further assisting not only working family recipients, but
also the communities in which they live. A state level EITC meets three important criteria
for an economic stimulus — it is effective, efficient and, fair.” Measured by these criteria, a
state EITC is an ideal economic stimulus that can accelerate Connecticut’s economic
recovery:

The EITC is an effective economic stimulus. To be ¢ffective, an economic stimulus
must have a rapid impact and be of adequate size. Increased consumer spending has a
rapid impact on economic recovery.

Unlike wealthier families who can save additional earnings or spend them outside the
state on vacations, investments, or the like, low-income earners need additional income
for their basic necessities. This means that any EITC credit they receive will be returned
quickly to Connecticut’s economy, as low-income working families begin to pay overdue
utility and rent bills, buy clothing for their children, and meet other essential needs.”
Typically, spending on such necessities is local, stimulating the economy of the areas that
have the greatest poverty.

The EITC is an efficient economic stimulus. To be efficient, an economic stimulus
must be well targeted, extracting the most “bang-for-the-buck” per dollar spent. The
EITC is extremely efficient in administration and in targeting its benefits to the families
and the communities that need it most and will spend it the fastest. Implementation of a
state level EITC does not require additional bureaucracy, but only the addition of a
single line to Connecticut’s income tax form. The credit varies by level of earnings and
family size, assuring that its benefits go to families that need it to help make ends meet.
Also, because the credit is so well targeted, it is a less expensive way to provide tax relief
to lower-income families than more broad-based tax changes, such as sales tax holidays.

The EITC makes the tax code more fair. Connecticut’s poorest families pay twice
the proportion of their income in state and local taxes as do the state’s most affluent
families.” While most of the Connecticut families who are eligible for the federal EITC
have no current state income tax liability, all pay sales and property taxes, both of which

0 P. Orszag & J. Stiglitz, Budget Cuts vs. Tax Increases at the State Level: Is One More Counter-Productive Than the Other During a
Recession? (Center on Budget and Policy Priorities, November 6, 2001).

31 Additionally, the EITC is an attractive initiative for employers, especially those small and new businesses whose very
narrow profit margins may limit their capacity to pay higher wages that help keep workers on the job.

32 See Robert McIntyre, et al, Who Pays: A Distributional Analysis of the Tax Systems in All 50 States, 2" edition, (The Institute
on Taxation and Economic Policy, 2003).
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are regressive taxes.” The income tax remains the tax that can compensate for the other
taxes that place a disproportionate burden on low and moderate income working
families.

Connecticut has not kept pace with other states that have enhanced the progressivity
(fairness) of their state income tax systems. Indeed, Connecticut and Alabama are the
only two states that have not increased their state income tax thresholds (the income
level at which a family begins to pay state income tax) between 1991 and 2003.*
Adjusting the 1991 threshold of $24,100 for inflation, Connecticut’s threshold should
now be at $33,460. The threshold has been eroded almost 40% through inaction,
resulting in many more low income Connecticut families paying state income tax than
when it was enacted.

In 2001, 73% of families collecting the federal EITC in Connecticut had incomes™ of
$20,000 or less (see Figure 2 on page 4). TFigure 2 not only demonstrates the success of
the EITC at targeting those families in greatest need, it also highlights the fact that tens
of thousands of Connecticut families are struggling to get by on incomes that are falling
far short of Connecticut’s self-sufficiency standard.

Just as the state spends millions of dollars a year providing refundable “research and
development” credits to small businesses and start-ups as a form of shared public-private
investment in building Connecticut’s jobs, so too would a state EITC represent
Connecticut’s shared investment in the child-rearing costs of our state’s working-poor
families — helping to assure the successful growth and development of the state’s future
workforce.”

D: Enhancing the Effectiveness of the Federal Earned Income Tax Credit

Despite its success, the federal EITC program could do more. Millions of taxpayers nationwide fail
to collect almost $2 billion annually in EITC benefits, both by paying commercial tax preparers
significant filing fees and by succumbing to the immediate cash influx offered by Refund
Anticipation Loans (RALs), which “charge taxpayers sky-high fees to provide cash only a few days
before refunds would have arrived,” or as described in the Hartford Courant, “paying to borrow

» Regressive taxes decrease the tax burden as a proportion of income as incomes increase. Progressive taxes increase the tax
burden as a proportion of income as incomes increase. The Institute on Taxation and Economic Policy has modeled
taxes for each state, and found that overall, property taxes are slightly regressive, while sales taxes are “the most
regressive element in most state and local tax systems.” See Mclntyre et al, Who Pays A Distributional Analysis of the Tax
Systems in All 50 States, 2" edition, (The Institute on Taxation and Economic Policy, 2003), pp. 8-10.

34 B. Zahradnik and J. Llobrera, State Income Tax Burdens on Low-Income Families in 2003 (Center on Budget and Policy
Priorities, 2004). Connecticut’s threshold for a two-parent family of four has remained at $24,100 since the
introduction of the personal income tax in 1991. The threshold calculations include earned income tax credits, other
general tax credits universally available to taxpayers, exemptions and standard deductions. Credits not available to a//
low-income families, such as child care credits, are not taken into account

% The term “incomes” here refers to the Adjusted Gross Income (AGI) of the family unit.

36 A Connecticut EITC would not be subject to the spending cap. It is a tax expenditure, not an appropriated
expenditure, and only the latter are subject to the cap. Based on the precedent set in the treatment of the partially
refundable R&D credits for businesses, the refundable portion of the EITC (that which exceeds the family’s income
tax liability) is considered an adjustment to revenue, rather than an appropriated expenditure.

31 Earn it. Keep it. Save it. (The Annie E. Casey Foundation, 2003).
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money from yourself.”38 With loan fees typically ranging from $30 to $90, often for very short term
loans, the effective Annual Percentage Rate (APR) of RALs ranges from 60% to over 700%.”

Researchers at the Brookings Institution’s Center on Urban and Metropolitan Policy have found that
electronic tax filing and preparation services cluster in neighborhoods where large numbers of
families claim the EITC." RALs have become a new and lucrative form of predatory lending for
many of these filing ‘services’. Nearly half of the $30 billion claimed nationwide in 1999 was
refunded through high-priced RALs."

In Connecticut, fully one third of EITC claimants relied on RALSs in 2001 — a total of almost 50,000
filers. Map 4 in the following section shows the distribution of filers relying on RALs. Note that the
higher concentrations of RALs are typically in the poorer areas of the state — large cities and Eastern
Connecticut.

During the 2004 Connecticut General Assembly session, legislation was passed “requiring RAL
facilitators to disclose certain facts when a borrower applies for the loan...and subject|ing] violators
to a criminal penalty and civil liability.” The legislation requires that RAL facilitators disclose,
among other things, the estimated fee for preparing and electronically filing an income tax return;
the annual percentage rate (which, as noted earlier, can be as high as 700%);" and the estimated
total cost to the borrower for utilizing a refund anticipation loan. Importantly, the borrower must
be informed that he is responsible for repayment of the loan and related fees in the event the
income tax refund is not paid or not paid in full.* This can be a significant problem for taxpayers
who apply for the EITC and are found to be ineligible.

This legislation is an important step in the right direction, although it is not as comprehensive as that
in some other states with RAL laws. North Carolina’s RAL legislation is the closest thing to ‘model
legislation’ at this time, not only requiring RAL facilitators to register with the state, but also placing
restrictions on permitted RAL fees.” There remains more that Connecticut could do to protect
those who make use of Refund Anticipation Loans.

Although the EITC helps working families throughout the state, families in Connecticut’s urban
areas benefit the most from the impact of the EITC, as well as face the greatest risk of paying
exorbitant RAL fees.

38 Carolyn Bigda, “Paying to Borrow From Yourself”, Hartford Courant, (February 29, 2004).

% National Consumer Law Center, Don’t Pay to Borrow Your Own Money: The Risks and Costs of Refund Anticipation Loans.
http:/ | www.consumerlaw.org/ initiatives/ refund_anticipation/ content/ RALBrochure.pdf

40 These patterns are evident in Maps 1 and 4 below.

41 Alan Berube, et al. The Price of Paying Taxes: How Tax Preparation and Refund Loan Fees Erode the Benefits of the EITC, (The
Brookings Institution, 2002).

4 OLR Bill Analysis, ssB476, An Act Concerning Income Tax Refund Anticipation Loan Disclosures,
http://www.cga.state.ct.us/2004/ba/2004SB-00476-R010550-BA htm. (Public Act 04-170).

43 APR calculations must be made utilizing the guidelines established by the official staff interpretations of federal
Regulation Z to the Truth in Lending Act, 12 CFR, Part 226.

4 Public Act No. 04-170, An Act Concerning Income Tax Refund Anticipation 1.oan Disclosures.

4 OLR Research Report, Refund Anticipation Loans, March 24, 2004,
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Part II of this report highlights ten Connecticut urban areas for more in-depth analysis.“ As seen in
Figure 3 below, these urban areas represent only 23% of all returns filed, half of the state returns claiming
EITCs and 54% of the EITC money collected. They also, however, account for 63% of EITC returns with
Refund Anticipation Loans.

% of State Totals Represented by 10 Selected
Urban Areas

Returns Returns with EITC Sum of EITC $ EITC Returns with
RAL

Figure 3 Source: IRS data, compiled by the Brookings Institution’s Center on Urban and Metropolitan Policy

Conclusion

A Connecticut EITC is a smart investment in our families, our communities, and our state. For tax
year 2001, the federal EITC brought about $217 million into Connecticut. A Connecticut EITC
based on 20% of the federal credit would provide $43 million of much needed revenue to our
working-poor and near poor families who, in turn, would spend that additional income quickly in
their local communities, generating new economic activity and spurring the growth of new jobs with
accompanying tax revenues. The EITC is effective, efficient and fair — indeed it is an ideal economic
stimulus for Connecticut. It is time for Connecticut to catch up with its neighbors.

46 The ten towns studied in depth below are: Bridgeport, Danbuty, Hartford, Meriden, New Britain, New London, New
Haven, Stamford, Waterbury, Willimantic/Windham. These cities were chosen with three criteria in mind:
population, degree of poverty, and regional significance. Some of Connecticut’s larger towns, such as West Hartford,
are not specifically focused on as urban centers, but are included among the area/regional data.
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Part II: Annotated Charts and Maps

Methodology

Source of data: The source of data for this report is the Brookings Institution’s Center on Urban
and Metropolitan Policy, the pre-eminent source of both data and research on the Earned Income
Tax Credit in the United States.” The Center now compiles data formerly available only through the
IRS and distributed annually.” The data are compiled by zip code.

Data limitations: There are limitations to the zip code data on which the study is based This is
illustrated in the map of the City of New Haven on page 37, where the city boundaries correspond
inexactly to the zip code boundaries according to which the data are organized. The 06512 zip code,
as an example, is categorized as an East Haven zip code, but includes a significant portion of eastern
New Haven. The presentation of “City of”” data here is based on the available zip code delineations.
Thus the piece of 06512 within New Haven is not included in the charts for the City of New Haven,
but appears instead as part of the New Haven Area.

Definitions: Both the data and the maps reflect the city and the surrounding area, which we have
defined as the towns contiguous to the city. [Note that for Willimantic, the Town of Windham is
used as the unit around which bordering towns were chosen]. This is a much more restrictive
definition of area or region than that utilized in other studies. The Brookings Institution’s series of
studies, for example, relied on the much larger Metropolitan Statistical Areas used by the US Census
Bureau.”

The maps: The annotations for each of the urban areas detailed below provide summary and
comparative data for the selected Connecticut cities, and for the areas immediately surrounding
those cities, respectively.

The statewide maps use IRS zip code data to illustrate:

the proportion of federal tax filers living in each Connecticut zip code who receive the
federal EITC (MAP 1);

the average amount of the EITC credit available to recipients living in each zip code (MAP
2) [Map 3 shows Census 2000 data on the incidence of extreme poverty. It is included to
allow comparison of the areas with high average EITC payments and areas with high rates of
extreme poverty];

for each town, the proportion of EITC recipients relying on Refund Anticipation Loans
(RALsMAP 4).

47 http:/ /www.brookings.edu/es/urban/eitc.htm.

# IRS Individual Tax Statistics Zip Code Data, Table 1 — Individual Income Tax Returns: Selected Income and Tax
Items by State, Zip Code, and Size of Adjusted Gross Income, and IRS E-file Demographics.

4 The Brookings Institution has conducted a series of similar studies focusing on the impact of the Earned Income Tax
Credit in several Metropolitan Statistical Areas in the United States, including Hartford. See Center on Urban and
Metropolitan Policy, Rewarding Work: The Impact of the Earned Income Tax Credit in Greater Hartford, Washington:
Brookings Institution, 2001.

Connecticut Voices for Children— The Earned Income Tax Credit: Still Lagging Behind in Connecticut 12



Taken together, these tables and maps show where, and to what degree, the federa/ EITC helps
Connecticut families, and likewise, how a state EITC would provide additional benefits to families
and economies throughout the state.

The Earned Income Tax Credit in Connecticut:
EITC Recipients as % of Federal Tax Filers, 2001

By Zip Code)

e

% Tax Filers Collecting EITC
[ ow-3%

3.1% - 5%

5.1% - 15%

15.1% - 46.7%

Map 1 provides an overview of federal EITC claims in Connecticut. It shows the statewide
distribution of federal EITC claimants based on the proportion of federal tax filers collecting the
EITC, by zip code. Note that because a state level EITC would be modeled on the federal EITC,
both the patterns and the percentages illustrated in Map 1 would also apply to a state level EITC.
Map 1 shows the working poor concentrated in the inner cities with more or less concentric rings of
declining poverty as one moves out towards the suburbs.

Connecticut Voices for Children— The Earned Income Tax Credit: Still Lagging Behind in Connecticut 13



The Earned Income Tax Credit in Connecticut:
Average Credit Amount ($) Among EITC Recipients, 2001
By Zip Code)

Average EITC Return

[ ] s000-s$1250
] s1.25001 - 51,500
B 150001 - $1,750

Map 2 Source: IRS Data, TY 2001
’ I 175001 5195140

Map 2 shows the variation in the average dollar amount of EITC received by zip code area.™ Most
of the significant urban areas in Connecticut have relatively high average EITC returns.

We know that the maximum EITC credit is received not when incomes are $0, but rather, in an
income range corresponding approximately to full time work at the minimum wage. Thus, the zip
code areas with high average EITC payments are likely to be areas with relatively high proportions
of families in the maximum EITC range (with incomes between $10,500 and $14,500 for a family
with two children).”

50'The reliance here on average EITCs runs the risk of masking complicated variances among zip code areas. For
example, an average EITC of $1,600 could be attained by everyone in the zip area receiving $1600, or alternatively, a
small number of recipients earning $3000, while the majority earned less than $1000. This shortcoming of ‘averages’ is
universal. Additionally, the EITC schedule obscures attempts to attribute trends or draw conclusions based on these
averages. As seen in Figure lon page 3, a family with two or more children would earn a credit of $1600 with a
household income of $4,000, as would the same family with an income of $27,000. That is, all credit amounts in the
phase-in range have corresponding amounts in the phase-ont range.

51 For a matried family with two or more children, this is the income range for which the maximum available EITC
benefit of $4,140 for Tax Year 2002 is received.
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Persons Living in Extreme Poverty (< 50% Federal Poverty Level)
(by Zip Code)

[ ] o%-1%
] 2% - 3%
I 4% - 10%

T e 25

Map 3 Source: US Census Bureau, 2000 I:I No Data Available

Map 3 shows the incidence of extreme poverty in Connecticut, defined here as less than 50% of the
federal poverty level. Comparing Maps 2 and 3, we see some areas with both high ‘extreme
poverty’ and high ‘average EITCs’. There are also areas (notably in Eastern Connecticut), where
recipients have collected high average EITCs despite relatively low levels of extreme poverty.
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% EITC Recipients Using RALs, 2001

—

% of EITC Recipients Using RALs
[ 1 o%-10%

10.1% - 20%

]
R 20.1% - 30%
]

30.1% - 56.3%

Map 4 source: IRS Data, 2001

Map 4 shows the distribution of EITC recipients relying on Refund Anticipation Loans (RALs) for
their EITC returns. The RAL map shows where the positive impact of the EITC is falling short of
its potential, due to this form of predatory lending. These patterns reflect the reliance on RALSs in
TY 2001. Legislation passed during the 2004 General Assembly, requiring RAL providers to
disclose a range of information might reduce the reliance on RALs, and therefore the patterns seen
in the map.”

52 The legislation does not, however, place a cap on the exorbitant rates charged. See the discussion in Part I above.
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Tables 1 and 2 are summary tables for, respectively: the ten Connecticut cities selected for in-depth
analysis and these cities with their contiguous towns. Both tables are ranked according to the
proportion of EITC recipients amongst all tax filers. By this measure, the City of Hartford is “the
poorest” city — that is to say, the city with the greatest concentration of EITC recipients [32% of returns
received the EITC]. Similarly, the Hartford Area is the area with the greatest concentration of
EITC recipients [14% of returns received the EITC]. These conclusions assume that there are no
large discrepancies in the percentage of eligible filers taking advantage of the EITC. Hartford, for
instance, has benefited from a high profile campaign to increase participation rates among eligible
recipients through both public education and the provision of free tax filing services through VITA
(Volunteer Income Tax Assistance) sites.”

Interestingly, the City of New Haven and the New Haven area, not Hartford, have the highest RAL
rate. Hartford’s lower reliance on RALs may reflect the relative success of the free VITA sites in
Hartford.

Table 1: The EITC in Selected Connecticut Cities, 2001

Returns
with Average || EITC |[EITC/RAL
Returns|EITC as EITC $ | |Returns| Returns as | | CT EITC
with | % all pet with (% All EITC| | (@ 20%
EITC |returns | Sumof [recipient]| RAL | Returns federal)
Town #) (%) EITC (%) (%) #) (%) (%)

Hartford 15,491 32%| $26,539,0058 $1,713 6,341 41%| | $5,307,801
Bridgeport 13,673 23%| $22,545337  $1,649 6,196 45%| | $4,509,067
New Haven 11,0198 23%| $18,114,263  $1,644] 5,653 51%)| | $3,622,853
Waterbury 9,642 20%| $16,220,66 $1,682 3,825 40%| | $3,244,132
New London 2,274 19%| $3,771,351  $1,657 1,087 48% $754,270
New Britain 5,859 18%( $10,202,809  $1,741 2,760 47%| | $2,040,562
Windham 1,711 18%| $3,008,558 $1,758 487 28% $601,712
Meriden 3,811 14%| $6,291,159  $1,651 1,748 46%| | $1,258,232
Danbury 3,043 9%| $4,287,91 $1,409 546 18% $857,582
Stamford 4,434 8%| $6,455422  $1,456 1,017 23%| | $1,291,084
Total of 10 Cities| | 70,958 19%| $117,436,474  $1,655|| 29,666 42%| 1$23,487,295

53 Previously Take Your Money Hartford, this campaign has grown to encompass other cities in Connecticut. Additional
information on the enlarged campaign, Take Your Money Connecticut, can be found at http://tymct.org/. A partial list of
Connecticut VITA sites can be found at http://tymct.org/prep.html.

Connecticut Voices for Children— The Earned Income Tax Credit: Still Lagging Behind in Connecticut 17



Table 2: The EITC in Selected Connecticut Urban Areas, 2001>*

% of Average | | EITC |EITC/RAL
Returns | Returns EITC $ | | Returns |Returns as % CT EITC
with EIT(Receiving[Sum of EITC|  per with | All EITC (@20%
Area Claim EITC $ recipient RAL Returns federal) §
Hartford Area 24 255 14% $38,847,576| $1,602 8,803 36% $7,769,515
Bridgeport Area 16,403 13% $26,167,966| $1,595 6,793 41% $5,233,593
New Haven Area 17,758 13%f $28,069,302 $1,582 7,799 44%, $5,613,860
Waterbury Area 13,219 12%4 $21,160,114f $1,601 4,605 35% $4.232,023
New London Area 4,301 11% $6,636,854]  $1,543 1,747 41% $1,327,371
'Willimantic/Windham
Area 2,848 9% $4,582,352  $1,609 655 23% $916,470
Meriden Area 8,473 7% $12,747,452  $1,504] 3,061 36% $2,549,490
New Britain Area 8,555 9% $13,725,022 $1,604] 3,257 38% $2,745,004]
Danbury Area 4117 6% $5,614,489(  $1,364] 621 15% $1,122,898
Stamford Area 5,560 5% $7,741,165 $1,391 1,068 19% $1,548,233
Total of 10 Areas 55 103,340 11% $162,476,542) $1,572 38,043 37%) | $32,495,308

>4 As used in this report, “urban area” means the city plus its contiguous towns.

% Note that the Totals here are not simply sums of each area, since there is some overlap between areas (specifically the
New Britain and Hartford areas, and the New Britain and Meriden areas).
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The Cities and Surrounding Municipalities

The following section outlines the impact of the federal EITC in the ten Connecticut urban areas
selected for more in-depth analysis in this report. For each of the areas™ we include:

0 Narrative description of the impact of the EITC in each city/town and its area, pulling data
out of the accompanying table with both zip code level data and town totals”;

0 Table with both zip code level data and town totals;
0 Three maps:

EITC Recipients as % Total Tax Returns (city map). This map shows the variation
of EITC receipt rates within the city.

EITC Recipients as % Total Tax Returns (area map);

% EITC Recipients Using RALs (area map).

The advantage of focusing specifically on the city in Map 1 is that it allows us to set the break points
to highlight the variation within the city. In some instances, where there is very little variation within
the city, Maps 1 and 2 are combined.

In order to provide the richest possible presentation of data within eac) city, the breakdown of EITC
rates (the cut-points showing the range of EITC % rates, as seen in the map legends), shown on the
city maps, are not necessarily the same from one city to the next. In three cities — Bridgeport,
Waterbury, and Hartford — different scales are used. To avoid confusion, the color scheme in these
cities is also different.

The distribution of EITC recipients (as seen in the map legends) is, however, uniform for each of
the area maps to facilitate comparison between areas.

% Discussion of the ‘urban area’ in these sections always includes the city itself.

57'The maps provide a visual representation of the EITC and RAL rates in each city and region. Some zip codes
(notably those associated with many post office boxes) do not have spatially delimited parameters, and therefore
cannot be presented on the maps. Data from such zip codes are, however, included in the tables presented here.
References to variations in rates within the cities applies only to zip codes visible on the maps, not those that are not
spatially represented.
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The EITC in Bridgeport in 2001

In the City of Bridgeport, 23% of tax filers (13,673 families) received the federal EITC,
comparable to the rates in New Haven (23%), Waterbury (20%), New London (19%), and
Willimantic/Windham. Within the City of Bridgeport, EITC rates vatied considerably: from 15% in
the 06606 zip code area to 39% in the city core (06608).

In the Bridgeport area, 13% of tax filers (16,403 families) received the federal EITC. The area
surrounding the City of Bridgeport had a lower EITC receipt rate than the City, ranging from 1% in
parts of neighboring Fairfield to 12% in the 06615 section of Stratford.

Table 3 below shows that the federal EITC placed $26.2 million in the hands of low-income
families in the Bridgeport area -- $22.5 million of that in the City of Bridgeport. A Connecticut
EITC based on 20% of the federal credit would contribute another $4.5 million to low income
residents in the City of Bridgeport -- $5.2 million to the immediate area. %

45% of City of Bridgeport EITC recipients rely on Refund Anticipation Loans (RALs) for their
EITC depriving low income families in Bridgeport of the full potential impact of their returns.
Regionally, 41% of EITC recipients rely on RALs.

Table 3
% of EITC/RAL
Returns Returns Average EITC [Returns as % CT EITC
Zip with EITC| Receiving Sum of [EITC $ per Returns All EITC (@20%
Code Town Claim EITC EITC § recipient with RAL |  Returns federal) §

0660§BRIDGEPORT 1,965 39%| $3,538,033 $1,801 1,107 56% $707,607,
06607BRIDGEPORT 1,142 36%| $1,969,353 $1,724] 607 53% $393,871
06603BRIDGEPORT 2,515 27%|  $4,177,898 $1,661 1,096 44% $835,580)
06604BRIDGEPORT 2,71 25%)| $4,496,147 $1,654 1,22 45% $899,229
06610BRIDGEPORT 2,16 22%| $3,451,20 $1,591 957 44% $690,240
06601IBRIDGEPORT 105 18% $132,546 $1,262) 32 30%o $26,509
0660dBRIDGEPORT 3,058 15%| $4,780,160 $1,563 1,177 38% $956,032)

BRIDGEPORT Total 13,673 23%| $22,545,337 $1,649, 6,194 45% $4,509,067,
06825FAIRFIELD 284 3% $388,781 $1,369 38 13% $77,756
0649(JFAIRFIELD 1 3% $364 $364 0% $73
06432FAIRFIELD 3 3% $4,341 $1,447 g 0% $868
06824FAIRFIELD 297 2% $328,534 $1,106 24 8% $65,707
0689(FAIRFIELD 44 2% $33,534 $762 0% $6,707
06430FAIRFIELD 2 1% $2,209 $1,105 0% $442

FAIRFIELD Total 631 2% $757,763 $1,212 62 10% $151,553]
06613STRATFORD 1,052 12%| $1,573,377 $1,496 399 38% $314,675
06497STRATFORD 7 7% $10,481 $1,497 g 0% $2,096
06614STRATFORD 641 4% $839,717, $1,310 95 15% $167,943

STRATFORD Total 1,700 7%|  $2,423,575 $1,432 494 29% $484,715

8 Unless otherwise indicated in this and subsequent pages, “area” data include the city d ata.
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% of EITC/RAL
Returns | Returns Average EITC |Returns as % CT EITC
Zip with EITC| Receiving | Sum of [EITC § per Returns Al EITC (@20%
Code Town Claim EITC EITC $ recipient with RAL Returns federal) §
0661ITRUMBULL 399 2% $441,291 $1,106 41 10% $88,258
TRUMBULL Total 399 2% $441,291 $1,100] 41 10% $88,258
Bridgeport Area Totals 16,403 13%| $26,167,966 $1,595 6,793 41% $5,233,593

EASTON
06612

FAIRFIELD

C— o%-10%

City of Bridgeport, % EITC Recipients, 2001

TRUMBULL

T 101% - 20%
[ 20.1% - 30%
I 0.1 - 39.2%
: City of Bridgeport
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Bridgeport Area, % EITC R}gcipients, 2001
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The EITC in Danbury in 2001

In the City of Danbury, 9% of tax filers (3,043 families) received the federal EITC, comparable
to the rate in Stamford (8%), and approximately half that of the six cities in Table 1 with rates in the
18-23% range. The two zip code areas within the City of Danbury differed considerably, with 5%
in north Danbury (06811) and 12% in south Danbury (06810).

In the Danbury area, 6% of tax filers (4,117 families) received the federal EITC. The area
surrounding the City of Danbury had a lower EITC receipt rate than the city, ranging only between
2% and 4% in neighboring Redding, Ridgefield, Brookfield, and New Fairfield.

Table 4 below shows that the federal EITC placed $5.6 million in the hands of low-income
families in the Danbury area — $4.3 million of that in the City of Danbury. A Connecticut EITC
based on 20% of the federal credit would contribute another $858,000 to low income residents in
the City of Danbury — $1.1 million to the immediate area.

18% of City of Danbury EITC recipients rely on Refund Anticipation Loans (RAL) for their EITC
claims, depriving low income families in Danbury of the full potential impact of their returns.

Regionally, 15% of EITC recipients rely on RALs.

Table 4
EITC/RAL
% of Returns as
Returns | Returns Average EITC % All CT EITC
Zip with EITC| Receiving [ Sum of |EITC § per| | Returns EITC (@20%
Code Town Claim EITC EITC$ recipient with RAL [ Returns federal) §
06801 BETHEL 394 4% $497,280 $1,262 40 10% $99,456
BETHEL Total 394 4%y $497,280 $1,262 40 10% $99,456
06804BROOKFIELD 222 3% $299,798 $1,350) 20 9% $59,960
BROOKFIELD Total 222 3% $299,798 $1,350) 20, 9% $59,960
06813DANBURY 114 12% $162,715 $1,427 13 11% $32,543
06810DANBURY 2,211 1294 $3,113,641 $1,408 412 19% $622,728
06811|DANBURY 71§ 594 $1,011,554 $1,409 121 17% $202,311
IDANBURY Total 3,043 9% $4,287,910, $1,409 546, 18% $857,582
06812INEW FAIRFIELD 19 3% $248,025 $1,305 0 0% $49,605
INEW FAIRFIELD Total 190 3% $248,025 $1,305 0 0% $49,605
06875REDDING 3 4% $3,639 $1,213 0 0% $728
06876REDDING 4 3% $4,969 $1,242 0 0% $994]
06896REDDING 65 2% $64,471 $992 0 0% $12,894
REDDING Total 72 2% $73,079 $1,124 0 0% $14,616
06877RIDGEFIELD 194 2% $208,397 $1,063 15 8Y% $41,679
RIDGEFIELD Total 196 2% $208,397 $1,063 15 8% $41,679
Danbury Area Totals 4,117 6%  $5,614,489 $1,364 621 15% $1,122,898
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City of Danbury, % EITC Recipients, 2001
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% of EITC Recipients
Using RALs
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The EITC in Hartford in 2001

In the City of Hartford, 32% of tax filers (15,484 families) received the federal EITC. This figure
is the highest among Connecticut’s cities. Within the City of Hartford, the EITC receipt rate ranged
from 8% in the zip code area corresponding to the immediate downtown area (06103), to 47% in
Northeast Hartford (06120), the highest rate among all Connecticut zip code areas. The other
Hartford zip code areas ranged from 24% to 34%.

In the Hartford area, 14% of tax filers (24,255 families) received the federal EITC. While EITC
rates in surrounding areas were below the Hartford City rate, significant numbers of families in the
area benefited from the EITC. In East Hartford, for example, 3,649 families (15% of all filers)
received an EITC.

Table 5 below highlights the economic impact of the EITC in the Hartford area. The federal EITC
placed $39 million in the hands of low-income families in the Hartford area — $27 million of that
in the City of Hartford. A Connecticut EITC based on 20% of the federal credit would contribute
another $5 million to low income residents in the City of Hartford — $8 million to the broader area.

41% of City of Hartford EITC recipients rely on Refund Anticipation Loans (RALs) for their
EITC claims, depriving low income families in Hartford of the full potential impact of their returns.
Regionally, 36% of EITC recipients rely on RAL:s.

Table 5
Returns | % of Average EITC |EITC/RAL

with Returns EITC$ Returns| Returns as CT EITC

Zip EITC [Receiving| Sum of per with [% All EITC (@20%

Code Town Claim EITC EITC$ | recipient RAL [ Returns federal) §
06002BLOOMFIELD 933 9%|  $1,254,75( $1,345 282 30% $250,950
BLOOMEFIELD Total 933 9%| $1,254,750 $1,345 282 30% $250,950,
06108EAST HARTFORD 2,106 19%| $3,318,12 $1,57¢ 827 39% $663,620
06128EAST HARTFORD 20 16% $32,952 $1,267 12) 46% $6,590
0613§EAST HARTFORD 37 14% $56,538 $1,528 13 35% $11,308
0611§EAST HARTFORD 1,480 11%| $2,196,209 $1,484 477 32% $439,242
[EAST HARTFORD Total 3,649 15%| $5,603,828 $1,536 1,329 36%| | $1,120,766
06120HARTFORD 1,790 47%)| $3,170,474 $1,771 854 48% $634,095
06143HARTFORD 4 40%) $5,753 $1,438 0 0% $1,151
06112HARTFORD 3,248 34%|  $5,329,401 $1,041 1,324 41%]| | $1,065,880
0612HARTFORD 177 34%|  $318,857 $1,801 56 32% $63,771
0610gHARTFORD 4,733 33%| $8,470,54 $1,790 1,975 42%) | $1,694,108

06114HARTFORD 3,264 30%| $5,713,944 $1,751 1,243 38%| | $1,142,78
06103HARTFORD 1,981 24%| $3,115,707 $1,573 849 43% $623,141
06134HARTFORD 70) 23%[  $111,764 $1,597 17 24% $22,353
0614JHARTFORD 20 22% $41,873 $1,011 0 0% $8,375
06144HARTFORD 13 18% $25,779 $1,983 0 0% $5,156
06123HARTFORD 43 18% $44,174 $1,027 0 0% $8,835
06132HARTFORD 39 17%) $55,155 $1,414 11 28% $11,031
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Returns | % of Average EITC (EITC/RAL
with Returns EITC $ Returns| Returns as CT EITC
Zip EITC |Receiving| Sum of per with % All EITC (@20%
Code Town Claim EITC EITC§$ | recipient RAL [ Returns federal) $

06143HARTFORD 18 16%0) $30,51 $1,695 0f 0% $6,102,
06141[HARTFORD 17 15%) $20,798 $1,223 0f 0% $4,160,
0614qHARTFORD 10) 13% $14,172 $1,417, 0f 0% $2,834
06147HARTFORD 19 12%) $22,803 $1,200] 0f 0% $4,561
06103HARTFORD 36 8% $43,867 $1,219 124 33% $8,773
06142ZHARTFORD 3 8% $3,433 $1,144] 0f 0% $687
HARTFORD Total 15,491 32%)| $26,539,005 $1,713| | 6,341 41%| | $5,307,801
0613IINEWINGTON 16 9% $21,532 $1,340] 0f 0% $4,3006;
O6111|NE\X/INGTON 638 4% $796,02 $1,248] 113 18% $159,204
INEWINGTON Total 654 4% $817,552 $1,250)] 113 17% $163,510,
06074SOUTH WINDSOR 372 3% $452,610) $1,217, 44 12% $90,522
SOUTH WINDSOR Total 372 3%) $452,610 $1,217 44 12% $90,522
06133WEST HARTFORD 43 18% $65,318 $1,519 14 33% $13,064
0611WEST HARTFORD 568 9% $905,045 $1,593 167 29% $181,009
06127WEST HARTFORD 15 8% $8,393 $560) 0f 0% $1,679,
06137WEST HARTFORD 5 7% $6,844 $1,369, 0f 0% $1,369
06119WEST HARTFORD 483 6% $673,234 $1,394 92) 19% $134,647
06117WEST HARTFORD 15 2% $146,451 $976 13 9% $29,290)
06107WEST HARTFORD 183 2% $147,51 $800 12 7% $29,504
WEST HARTFORD Total 1,447 5%| $1,952,804 $1,350] 298 21% $390,561
06129WETHERSFIELD 8 7% $10,844 $1,350] 0f 0% $2,169
06109WETHERSFIELD 509 4% $599.,934 $1,179 95 19% $119,987
WETHERSFIELD Total 517 4% $610,780 $1,181 95 18% $122,1506]
0601qWINDSOR 23 9% $375,05 $1,631 91 40% $75,011
06093WINDSOR 962 7% $1,241,191 $1,290] 210 22%0 $248 238
WINDSOR Total 1,192 7% $1,616,247 $1,3506] 301 25% $323,249
Hartford Area Totals 24,255 14%) $38,847,576  $1,602] | 8,803 36%| | $7,769,515
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City of Hartford, % EITC Recipients, 2001

BLOOMFIELD WINDSOR 06095

06074
OUTH WINDSOR
3%

EITC Recipients as % —
of Total Tax Returns T

1 o%-10%

[ 10.1%-20%

[ 20.1% - 30% 6.4%

- 30.1% - 46.7% 1 WEST HARTFORD
. 0 - . 0

06119
: City of Hartford

06108/
18.8%

EAST|HARTEORD!

06118
11°19%

06110
9.2%

: 0,
- 17088 WETHERSFIELD 33—
NEWINGTON GLASTONBURY

GRANBY

EITC Recipients as % STOET
of Total Tax Returns

06074

0% - 5% SOUTH WINDSOR

0 - 0

[ 5.1% - 10%

N 10.1% - 20%
20.1% - 46.7% 06106}

' MANCHESTER!
: City of Hartford !

EASTIHARTEORD]
Hartford Suburban Ring

FARMINGTON
06032

06033
WETHERSFIELD

06111
NEWINGTON 06109 GLASTONBURY

ROCKY HILL 06073

06037 06067 T 06424 MARLBOROUGH
BERLIN __CROMWELY __———PORTLAND gASTHAMPTON

Connecticut Voices for Children— The Earned Income Tax Credit: Still Lagging Behind in Connecticut 28



Hartford Area, % EITC Recipients Using RALs, 2001
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The EITC in Meriden in 2001

In the City of Meriden, 14% of tax filers (3811 families), received the federal EITC, comparable
to the rates in Willimantic (18%), New Britain (18%) and New London (19%). Within the City of
Meriden’s two zip codes, EITC rates varied very little, both falling within one percentage point of
the city average (13% in 06450, and 15% in 06451).

In the Meriden area, 7% of tax filers (8,473 families) received the federal EITC. Surrounding
towns had much lower EITC rates, ranging from 3% in Berlin and Cheshire to 9% in Middletown.

Table 6 below highlights the economic impact of the EITC in the Meriden area. In 2001, the federal
EITC placed $13 million in the hands of low-income families in the Meriden area — $6 million of
that in the City of Meriden. A Connecticut EITC based on 20% of the federal credit would
contribute another $1 million to low income residents in the City of Meriden — $3 million to the
broader area.

Almost half (46%) of City of Meriden EITC recipients rely on Refund Anticipation Loans (RAL)
for their EITC claims, depriving low income families in Meriden of the full potential impact of their
returns. Regionally, 36% of EITC recipients rely on RALs.

Table 6
EITC/RAL
Returns % of Average Returns as
with | Returns EITC$ EITC % All CT EITC
Zip EITC |Receiving| Sum of pet Returns |  EITC (@20%
Code Town Claim EITC EITCS$ | recipient | |with RAL| Returns federal) §

06023BERLIN 23 3% $36,067  $1,568 ( 0% $7,212
06037BERLIN 282 3%|  $368,62 $1,307 33 12% $73,724
BERLIN Total 305 3%|  $404,682  $1,327 33 11% $80,936
0641JCHESHIRE 334 3%|  $413,223  $1,237 35 10% $82,045
CHESHIRE Total 334 3%|  $413,223  $1,237 35 10% $82,645
06451MERIDEN 1583 15%| $2,643,144  $1,670 752 48% $528,629
0645JMERIDEN 2228 13%] $3,648,01  $1,637 994 45% $729,603
MERIDEN Total 3811 14%)| $6,291,159  $1,651 1748 46%| | $1,258,232
06453MIDDLEFIELD 6 4% $69,361]  $1,051 14 24% $13,872
06481IMIDDLEFIELD 2( 4% $28,307  $1,415 ( 0% $5,060
MIDDLEFIELD Total 84 4% $97,663  $1,130] 16 19% $19,533
06457MIDDLETOWN 2013 9%| $2,971,303  $1,47¢ 827 41% $594,261
06459MIDDLETOWN 1 0% $151 $151 0 0% $30
MIDDLETOWN Total 2014 9%| $2,971,454  $1,475 827 41% $594,291
06479SOUTHINGTON 204 4%|  $261,803  $1,309 34 17% $52,361
06489SOUTHINGTON 662 4%  $918,484  $1,387 151 23% $183,698
SOUTHINGTON Total 862 4%| $1,180,293  $1,369 185 21% $236,059
06492WALLINGFORD 1001 5%| $1,388,974  $1,309 217 20% $277,796
WALLINGFORD Total 1061 5%| $1,388,978  $1,309 217 20% $277,796
Meriden Area Totals 8473 7% $12,747,452  $1,504| 3061 36%| | $2,549,490
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Meriden City/Area, % EITC Recipients, 2001

0611

06073

06037
BERLIN

SOUTHINGTON

- P ——

06459
06457/

CHESHIRE MIDDLEFIELD

06410

06712

06492
WALLINGFORD

EITC Recipients as % of Total Tax Returns

[ city of Meriden [ 0% - 5%
EE 5.1%-10%

06473 [ 10.1% - 20%
06472
X I 0.1 - 26%
. : Meriden Suburban Ring
06471 | B

Connecticut Voices for Children— The Earned Income Tax Credit: Still Lagging Behind in Connecticut 31



Meriden Area, % EITC Recipients Using RAL:s, 2001
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The EITC in New Britain in 2001

In the City of New Britain, 18% of tax filers (5,859 families), reccived the federal EITC,
compatable to the rates in Waterbury (20%), New London (19%), and Willimantic/Windham (18%).
Within the City of New Britain, EITC rates varied considerably, from 9% in the Southwest corner
(06052) to 25% in the Southeast corner (06608).

In the New Britain area, 9% of tax filers (8,555 families) received the federal EITC.
Surrounding towns had much lower EITC rates, ranging from 1% and 2% in Farmington to 4% in
Newington.

Table 7 below highlights the economic impact of the EITC in the New Britain area. In 2001, the
federal EITC placed $14 million in the hands of low-income families in the New Britain area —
$10 million of that in the City of New Britain. A Connecticut EITC based on 20% of the federal
credit would contribute another $2 million to low income residents in the City of New Haven — $3
million to the broader area.

Almost half (47%) of City of New Britain EITC recipients rely on Refund Anticipation Loans
(RAL) for their EITC claims, depriving low income families in New Britain of the full potential
impact of their returns. Regionally, 38% of EITC recipients rely on RALs.

Table 7
EITC/RAL
Returns| % of Average EITC | Returns as
with | Returns EITC$ Returns % All CT EITC
Zip EITC |Receiving| Sum of per with EITC (@20%

Code Town Claim | EITC EITC$ | recipient RAL [ Returns federal) §
06023 BERLIN 23 3% $36,002 $1,568 0% $7,212
06037IBERLIN 282 3%|  $368,620 $1,307 33 12% $73,724
BERLIN Total 305 3%|  $404,682 $1,327 33 11% $80,936
06085FARMINGTON 137 5%|  $177,347 $1,295 13 9% $35,469
06032FARMINGTON 214 2%|  $269,813 $1,201 27 13% $53,963
06034FARMINGTON 1 1% $631 $631 0% $126
FARMINGTON Total 352 3% $447,791 $1,272) 40 11% $89,558
06051INEW BRITAIN 3,026 25%| $5,329,627 $1,761 1,575 52%| | $1,065,925
06050INEW BRITAIN 196 22%|  $302,172 $1,542 65 33% $60,434
06053INEW BRITAIN 2,278 15%| $4,010,329 $1,760 987 43%)| | $802,066
06052NEW BRITAIN 359 9%|  $560,681 $1,562 13 39%I\ | __$112,136
INEW BRITAIN Total 5,859 18%( $10,202,809, $1,741) 2,764 47%| |$2,040,562
0613IINEWINGTON 10 9% $21,532 $1,344 { 0% $4,306
0611TIINEWINGTON 638 4% $796,020, $1,248 113 18%| | $159,204
INEWINGION Total 654 4%|  $817,552 $1,250 113 17% $163,510
06062PLAINVILLE 523 6%  $671,895 $1,285 12 23%| | $134,379
PLAINVILLE Total 523 6%|  $671,895 $1,285 120 23%| | $134,379
06479SOUTHINGTON 200 4%|  $261,805 $1,309 34 17% $52,361
06489SOUTHINGTON 662 4% $918,488 $1,387 151 23%| | $183,698
SOUTHINGTON Total 862 4%| $1,180,293) $1,369) 185 21%] | $236,059
[New Britain Area Totals 8,555 9%| $13,725,022| $1,604.33 3,257 38%) |$2,745,004|
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City of New Britain, % EITC Recipients, 2001
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New Britain Area, % EITC Recipients, 2001
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The EITC in New Haven in 2001

In the City of New Haven, 23% of tax filers (11,018 families), reccived the federal EITC,
comparable to the EITC proportions in the cities of Bridgeport (23%) and Waterbury (20%), but
notably less than the City of Hartford’s 32%. Within the City of New Haven, the EITC receipt rate
ranged from 8% in the 06512 zip code area (shared with East Hartford) to 38% in the 06519 zip
code area (the Hill Neighborhood). The other New Haven zip code areas ranged from 16% to 25%.

In the New Haven area, 13% of tax filers (17,758 families) received the federal EITC. While
surrounding towns received the EITC at a rate below the New Haven City rate, significant numbers
of families benefited from the EITC. In neighboring West Haven, for example, 3,077 families
received an EITC in 2001, representing 12% of all filers.

Table 8 below highlights the economic impact of the EITC in the New Haven area. In 2001, the
federal EITC placed $28 million in the hands of low-income families in the New Haven area —
$18 million of that in the City of New Haven. A Connecticut EITC based on 20% of the federal
credit would contribute another $4 million to low income residents in the City of New Haven — $6
million to the broader area.

51% of City of New Haven EITC recipients rely on Refund Anticipation Loans (RAL) for their
EITC claims, depriving low income families in New Haven of the full potential impact of their
returns. Regionally, 44% of EITC recipients rely on RALs.

Table 8
Returns| % of Average EITC |EITC/RAL
with | Returns EITC$ Returns | Returns as CT EITC

Zip EITC |Receiving| Sum of per with |% Al EITC (@20%
Code Town Claim | EITC EITC§$ [recipient RAL Returns federal) §
0651EAST HAVEN 1227 8%| $1,784,308  $1,454 349 28% $356,861

I[EAST HAVEN Total 1227 8%| $1,784,309  $1,454 34 28% $356,861
06514HAMDEN 1028 8%| $1,537,562  $1,496 31 31% $307,512)
06517THAMDEN 538§ 7% $824,117|  $1,532 209 39% $164,823]
0651§HAMDEN 219 3% $219,963[ $1,004 24 12% $43,993

HAMDEN Total 1784 7% $2,581,642  $1,440 554 31% $516,328
0651YNEW HAVEN 2094 38%| $3,792,443 $1,811 1151 55% $758,489
06531IINEW HAVEN 12 29% $16,298]  $1,358 0% $3,260
06513INEW HAVEN 3390 24%| $5,855,264  $1,727 1687 50%) |$1,171,053
0650NEW HAVEN 12 24% $15,169  $1,264 d 0% $3,034
0650IINEW HAVEN 15 24% $22,680]  $1,512 0% $4,536
06503INEW HAVEN 2 23% $27,679  $1,384 0% $5,53¢
0651IINEW HAVEN 4183 21%| $6,449,968  $1,542 2188 52%) 1$1,289,994
06503NEW HAVEN 15 16%9) $17,451] $1,163 d 0% $3,490
06513NEW HAVEN 1103 16%| $1,717,375  $1,554 595 54% $343,475
06502NEW HAVEN 21 15%) $31,404  $1,495 0% $6,281
06532NEW HAVEN 12 14%) $11,339) $945 0% $2,268
06504NEW HAVEN 1 13%) $11,228  $1,123 0% $2,246
0651NEW HAVEN 93 119%|  $119,277)  $1,283 32 34% $23,855
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Returns| % of Average EITC [EITC/RAL
with | Returns EITC § Returns | Returns as CT EITC
Zip EITC |Receiving| Sum of per with (% Al EITC (@20%

Code Town Claim EITC EITC$ |recipient RAL Returns federal) §
06533NEW HAVEN 4 9% $4,663]  $1,166 ( 0% $933
06534NEW HAVEN 1 7% $163] $163) (] 0%, $33
06530NEW HAVEN 4 5% $5,156] $1,289 (] 0%, $1,031
06507INEW HAVEN 1 5% $731 $731 0% $146
0652(NEW HAVEN 22 4% $11,367 $517 0% $2,273
06521INEW HAVEN 4 2% $4,606] $1,152 ( 0% $921
INEW HAVEN Total 11018 23%| $18,114,263]  $1,644 5653 51%| 1$3,622,853
06473NORTH HAVEN 387 3% $503,481]  $1,301 54 14% $100,696
INORTH HAVEN Total 387 3% $503,481] $1,301 54 14% $100,696
064710RANGE 165 2%|  $202.350 $1,226 2 12% $40,470
ORANGE Total 165 2% $202,350[  $1,220 2(] 12% $40,470
0651WEST HAVEN 3077 12%| $4,751,672  $1,544] 1155 38% $950,334
'WEST HAVEN Total 3077 12%| $4,751,672  $1,544 1155 38% $950,334f
06525WOODBRIDGE 9 2%|  $131589  $1.329 14 14% $26,318
WOODBRIDGE Total 9 2%|  $131589 $1,329 14 14% $26,318
New Haven Area Totals 17,758 13%) $28,069,302[  $1,582) 7799 44%| 1$5,613,860
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New Haven Area, % EITC Recipients, 2001
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The EITC in New London in 2001

In the City of New London, 19% of tax filers (2,276 families), rececived the federal EITC,
comparable to the EITC proportions in the cities of Bridgeport (23%), Willimantic (22%), New
Haven (22%), Waterbury (20%), and New Britain (18%) but notably less than the City of Hartford’s
32%.

In the New London area, 11% of tax filers (4,301 families) reccived the federal EITC.
Neighboring towns have significantly lower EITC rates than the City of New London -- Groton at
10% and Waterford at 4% and 5%.

Table 9 below highlights the economic impact of the EITC in the New London area. The federal
EITC placed $7 million in the hands of low-income families in the New London area — $4
million of that in the City of New London. A Connecticut EITC based on 20% of the federal
credit would contribute another $750,000 to low income residents in the City of New London — $1.3
million to the broader area.

48% of City of New London EITC recipients rely on Refund Anticipation Loans (RAL) for their
EITC claims, depriving low income families in New London of the full potential impact of their
returns. Regionally, 41% of EITC recipients rely on RALs.

Table 9
Returns| % of Average|| EITC [EITC/RAL
with | Returns EITC § | |Returns| Returns as || CT EITC
Zip EITC |Receiving| Sum of pet with % Al EITC|| (@20%

Code Town Claim | EITC | EITC$ |[recipient]| RAL | Returns federal) §
0634JGROTON 1414 10%]$2,090,150  $1,478 545 39%]{| $418,030,
06355GROTON 129 4%| $159,168] $1,234] 23 17% $31,834]
06349GROTON 19 2% $22221] $1,170 0% $4,444
GROTON Total 15624 9%)$2,271,539  $1,454 568 36%]|| $454,308
06320NEW LONDON 2276 19%)$3,771,351]  $1,657 1087 48%I| | $754,270
INEW LONDON Total 2276 19%)$3,771,351]  $1,657 1087 48%| | $754,270,
06374WATERFORD 92 5%| $100,572[ $1,093 1 21% $20,114]
06383WATERFORD 371 4%| $493,392( $1,330 73 20% $98,678
WATERFORD Total 463 5%| $593,904 $1,283 92 20%]{| $118,793]
New London Area Totals 4301 11%]$6,636,854  $1,543 1747 41%1%$1,327,371
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New London Area, % EITC Recipients, 2001
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The EITC in Stamford in 2001

In the City of Stamford, 8% of tax filers (4,434 families) received the federal EITC. This
proportion is the lowest among Connecticut’s cities. Within the City of Stamford, the EITC receipt
rate ranged from 1% in the northernmost zip code area (06903) to 12% in the 06902 zip code area.
The adjacent 06901 area was similatly high (10%). The other three Stamford zip code areas ranged
from 4% to 5%.

In the Stamford area, 5% of tax filers (5,566 families) received the federal EITC. The area
surrounding the City of Stamford had a lower EITC receipt rate than the City, ranging from 1% in
neighboring Darien and New Canaan to 4% in the 06830 section of Greenwich.

Table 10 below shows that the federal EITC placed $8 million in the hands of low-income families
in the Stamford area — $6 million of that in the City of Stamford. A Connecticut EITC based on
20% of the federal credit would contribute another $1.3 million to low income residents in the City
of Stamford — $1.5 million to the immediate area.

23% of City of Stamford EITC recipients rely on Refund Anticipation Loans (RAL) for their EITC
claims, depriving low income families in Stamford of the full potential impact of their returns.
Regionally, 19% of EITC recipients rely on RALs.

Table 10
EITC/RAL
% of Average Returns as
Returns | Returns EITC $ EITC % All CT EITC
Zip with EITC| Receiving [ Sum of per Returns EITC (@20%

Code Town Claim EITC EITCS$ | recipient | [with RAL| Returns federal) §
06820DARIEN 125 1% $118,762] $950 0% $23,752
[DARIEN Total 125 1% $118,762] $950 0 0% $23,752
0683GREENWICH 14 5% $8,474 $605 0% $1,695
06830GREENWICH 480 4% $682,235 $1,404 51 10% $1306,447

0687§GREENWICH 90 2% $98,752] $1,097 0% $19,75

06807GREENWICH 76 2% $77,830] $1,024f 0% $15,56
06831GREENWICH 164 2Y% $148,067 $903 0% $29,613
06870GREENWICH 46 1% $29,602 $044f 0 0% $5,920
GREENWICH Total 876 3% $1,044,960 $1,193 51 6% $208,992
06840NEW CANAAN 131 1% $122,021 $931 0% $24,404
INEW CANAAN Total 131] 1% $122,021 $931| 0 0% $24,404
06911STAMFORD 44 18% $55,965 $1,272 0% $11,193
06904STAMFORD 121 18% $173,810] $1,43( 17 14% $34,762
06902STAMFORD 3,099 1294 $4,811,301 $1,553 824 27% $962,260
0690STAMFORD 344 10% $473,094 $1,375 8 23% $94,619

06904STAMFORD 230 5% $273,381 $1,189 31 13% $54,67
06907STAMFORD 158 4% $187,953 $1,190 18 11% $37,591
06903STAMFORD 362 4% $398,028 $1,100 47 13% $79,600
06903STAMFORD 76 1% $81,890) $1,078 0 0% $16,378
STAMFORD Total 4,434 8% $6,455,422 $1,456 1,017 23% $1,291,084
Stamford Area Totals 5,560] 5% $7,741,165 $1,391 1,068 19%) | $1,548,233
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Stamford Area, % EITC Recipients, 2001
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The EITC in Waterbury, 2001

In the City of Waterbury, 20% of tax filers (9,642 families) received the federal EITC,
comparable to the rates in Bridgeport (23%), New Haven (23%), New London (19%), New Britain
(18%), and Willimantic/Windham (18%). Within the City of Waterbury, EITC rates differed
considerably: from 13 and 17% in the east (06705) and west (06708) zip code areas to 43% in the
city core (06702).

In the Waterbury area 12% of tax filers (13,219 families) received the federal EITC. The area
surrounding the City of Waterbury had a lower EITC receipt rate than the City, ranging from 3% in
neighboring Cheshire to 9% in Naugatuck to the South.

Table 11 below shows that the federal EITC placed $21 million in the hands of low-income
families in the Waterbury area — $16 million of that in the City of Waterbury. A Connecticut
EITC based on 20% of the federal credit would contribute another §3 million to low income
residents in the City of Waterbury — $4 million to the immediate area.

40% of City of Danbury EITC recipients rely on Refund Anticipation Loans (RAL) for their EITC
claims, depriving low income families in Danbury of the full potential impact of their returns.
Regionally, 35% of EITC recipients rely on RAL:s.

Table 11
% of EITC/RAL
Returns | Returns Average EITC [Returns as % | CT EITC
Zip with EITC| Receiving Sum of |[EITC $§ per| | Returns | All EITC (@20%
Code Town Claim EITC EITC$§ recipient with RAL| Returns federal) §

0641(JCHESHIRE 334 3% $413,223 $1,237 35 10% $82,645

CHESHIRE Total 334 3% $413,223 $1,237 35 10% $82,645
06762MIDDLEBURY 92 3% $114,860 $1,248 12 13% $22,972

IMIDDLEBURY Total 92 3% $114,860 $1,248 12 13% $22,972
0677T0NAUGATUCK 1304 9%| $1,981,26§ $1,517 403 31% $396,254

INAUGATUCK Total 1304 9%| $1,981,268, $1,517, 403 31% $396,254
0678PLYMOUTH 32 7% $466,428 $1,418 77 23% $93,280]
06782PLYMOUTH 6§ 6% $103,640 $1,524 0 0% $20,728

PLYMOUTH Total 397 7% $570,068 $1,436 77 19% $114,014
06712JPROSPECT 155 4% $211,746 $1,366 14 10% $42,349

PROSPECT Total 155 4% $211,746 $1,366 16 10% $42,349
0678 TTHOMASTON 285 7% $376,072 $1,320 71 25% $75,214]
0677THOMASTON 2() 3% $22,539 $1,127 ( 0% $4,508

THOMASTON Total 305 7% $398,611 $1,307 71 23% $79,722
0670JWATERBURY 397 43% $634,097 $1,597 162 41% $126,819
0671JWATERBURY 1305 31%|  $2,309,258 $1,770 606 46% $461,852
06721IWATERBURY 5 28% $91,709 $1,638 21 38% $18,342
06723WATERBURY 25 28% $46,697 $1,868 Q 0% $9,339
06724WATERBURY 40 27% $60,082 $1,502 14 35% $12,010]
0670IWATERBURY 1 27%) $17,399 $1,740 [0 0% $3,480
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% of EITC/RAL
Returns | Returns Average EITC |Returns as % CT EITC
Zip with EITC| Receiving Sum of [EITC $§ per] | Returns | Al EITC (@20%
Code Town Claim EITC EITC$ recipient with RAL| Returns federal) §
06704WATERBURY 2743 27%| $4,710,979 $1,717, 1170 43% $942,196
0670qWATERBURY 1389 23%|  $2,463,860) $1,774 553 40% $492,772
06720WATERBURY 52 20%0 $82,754 $1,591 14 31% $16,551
0672QWATERBURY 22 18% $40,257 $1,830) ( 0% $8,051
06705WATERBURY 195§ 17%| $3,115,482 $1,591 678 35% $623,096
06703WATERBURY 14 1490 $28,068 $2,005 ( 0% $5,614
0670§WATERBURY 1631 12%|  $2,620,018 $1,600] 605 37% $524,004
WATERBURY Total 9642 20%| $16,220,660 $1,682 3825 40% $3,244,132
06779WATERTOWN 28() 7% $347,391 $1,241 64 23% $69,478
06795WATERTOWN 29 4% $371,429 $1,255 47 16%o $74.,286
WATERTOWN Total 576 5% $718,820 $1,248] 111 19% $143,764
0671qWOLCOTT 412 6% $530,858 $1,288] 53 13% $1006,172
WOLCOTT Total 412 6% $530,858 $1,288; 55 13% $106,172)
'Waterbury Area Totals 13219 12%| $21,160,114] $1,601] 4605 35% $4,232,023
City of Waterbury, % EITC Recipients, 2001
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Waterbury Area, % EITC Recipients, 2001
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The EITC in Willimantic/Windham, 2001

In Willimantic, 22% of tax filers (1,535 families) received a federal EITC, comparable to the
EITC proportions in the cities of Bridgeport (23%), New Haven (23%), Waterbury (20%), New
London (19%), and New Britain (18%).” Outside of the Willimantic zip code area, the EITC rate
among Windham tax filers ranged between 5% (06266) and 8% (06256).”

In the Willimantic/Windham area, 9% of tax filers (2,848 families) received the federal EITC.

Table 12 below highlights the economic impact of the EITC in the Willimantic/Windham area. In
2001, the federal EITC placed $5 million in the hands of low-income families in the
Willimantic/Windham area — $3 million of that in Willimantic. A Connecticut EITC based on
20% of the federal credit would contribute another $551,000 to low income residents in Willimantic

—$916,000 to the broader area.

29% of Willimantic EITC recipients rely on Refund Anticipation Loans (RAL) for their EITC
claims, depriving low income families in Danbury of the full potential impact of their returns.

Regionally, 23% of EITC recipients rely on RAL:s.

Table 12
% of EITC |EITC/RAL
Returns Returns Average Returns | Returns as CT EITC

Zip with EITC| Receiving | Sum of [EITC $ per| | with |% ANEITC| | (@20%
Code Town Claim EITC EITC $ recipient RAL Returns federal) §
06256CHAPLIN 5 8% $67,081 $1,342 18% $13,416
06235CHAPLIN 6 6% $94,227 $1,570 0% $18,845

CHAPLIN Total 110 $161,308 9 $32,262
06237|ICOLUMBIA 74 3% $86,485 $1,138 q 0% $17,297

COLUMBIA Total 76 3% $86,485, $1,138 i 0% $17,297
06238COVENTRY 268 5%|  $368,425 $1,375 48 18%, $73,685

COVENTRY Total 269 5%|  $368,425 $1,375 48 18%, $73,685
06254FRANKLIN 34 4% $44,256 $1,302 0% $8,851

FRANKLIN Total 34 4% $44,256 $1,302 i 0% $8,851
06249 LEBANON 18 6%|  $243,035 $1,307 24 15% $48,607

LEBANON Total 184 6%|  $243,035 $1,307 28 15%, $48,607
06250MANSFIELD 12 5%|  $174,965 $1,434 12 10% $34,993
06268MANSFIELD 164 5%|  $230,218 $1,387 27 13% $46,044
06269MANSFIELD 11 2% $4,965 $451 0% $993

MANSFIELD Total 29 $410,148 34 $82,030

% Note that Willimantic is an “urban place” within the Town of Windham, although it has no corresponding legal entity.
Data for “Willimantic” used here are from the Willimantic zip code area.
%0 Willimantic has the highest average EITC amount of all the “urban” area zip codes presented in this paper (whether
looking at only the Willimantic zip-code area, or the entire Town of Windham.. This suggests that Willimantic has a

higher proportion of EITC recipients working at or near the maximum EITC receipt income range, between

approximately $10,500 and $14,500. Working full time, the earnings of these people would correspond faitly closely
to those of a person working for minimum wage.
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% of EITC |EITC/RAL
Returns Returns Average Returns | Returns as CT EITC
Zip with EITC| Receiving Sum of [EITC § per with [% All EITC (@20%
Code Town Claim EITC EITC$ recipient RAL Returns federal) §
06264SCOTLAND 28 7% $30,819 $1,101 0% $6,164
SCOTLAND Total 28 7%) $30,819 $1,101 0 0% $6,164
06330SPRAGUE 134 10%) $229,319 $1,686 49 36% $45,864
SPRAGUE Total 134 10%%| $229,319 $1,686 49 36% $45,864]
WILLIMANTIC
06226|(WINDHAM) 1535 22%|  $2.754,26( $1,794 451 29% $550,853
IWILLIMANTIC Total 1535 22%| $2,754,266 $1,794 451 29% $550,853
06226WINDHAM 1535 22%|  $2,754,26( $1,794 451 29% $550,853
06256WINDHAM 5 8% $67,081 $1,342 18% $13,416
06280WINDHAM 111 7% $166,833 $1,503 27 24% $33,367
06266/WINDHAM 15 5% $20,378 $1,359 ( 0% $4,070]
WINDHAM Total* 1711 $3,008,558 487 $601,712
Willimantic/Windham Area
Totals 2848 9%| $4,582,352 $1,609 655 23% $916,470

* The zip code for Willimantic is presented here both separately, and with the Town of Windham of
which it is part. It is not double—counted in the Area Totals, however.
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Willimantic/Windham Area, % EITC Recipients, 2001
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Willimantic/Windham Area,
% EITC Recipients Using RALs, 2001
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Appendix I:

State EITCs: An Overview

Refundable credits Year EITC Took Effect % of Federal EITC
Colorado TY 1999 10%
District of Columbia TY 2000 25%
1llinois 'TY 2000 5%
Indiana TY 1999 6%
Kansas TY 1998 15%
Maryland TY 1987 20% refundable/50% non-refundable
Massachusetts TY 1997 15%
From 25-45% depending on income level
Minnesota TY 1991 [average credit 33% of federal]
New Jersey TY 2000 20% for incomes below $20,000
New York TY 1994 30%
Oklahoma TY 2002 5%
4% one child
14% two children
Wisconsin TY 1989 43% three or more children
Vermont TY 1988 32%
Virginia TY 2004 20%
1llinois TY 2000 5%
Towa TY 1990 6.5%
Maine TY 2000 4.92%
Oregon TY 1997 5%
Rhode Island TY 1986 25%

Appendix 1: Source: Nicholas Johnson, State Earned Income Tax Credits: S tatutory History , Center on Budget and Policy
Priorities, 2001, and The State EITC Online Resource Center, http://www.stateeitc.org/map/5-
13%20Final%20State%20EITC%20Chart2003.xls.

Asseen in Appendix |, not all states provide refundable EITCs. The advantage of refundable
credits is that they provide more money for those who most need it. Drawing comparisons
between states is complicated by the fact that the tax thresholds vary state by state. In a state
with a very high tax threshold, a non-refundable state EITC would have virtually no impact.
Because Connecticut’ s tax threshold is quite high, refundability would be critical to the success
of an EITC in helping the working poor.
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Appendix II
2001 Connecticut EITC Claims®!

Returns
with Average || EITC [EITC/RAL
Returns [EITC as EITC $ | |Returns| Returns as
with | % all per with (% All EITC| | CT EITC
EITC |returns | Total of |recipient]| RAL | Returns (@ 20%

Town #) (%) |EITCS (%) (%) #) (%) federal) ($)
Andover 49 3% $63,756,  $1,301 0 0% $12,751
|Ansonia 997 11%| $1,451,286]  $1,45¢ 389 39% $290,257
Ashford 153 7% $226,762]  $1,482 3( 20% $45,352
Avon 139 2% $132,159 $951 12 9% $26,432
Barkhamsted 49 3% $75,878  $1,549 0% $15,176
Beacon Falls 120, 4% $179,752  $1,498 18 15% $35,950
Betlin 305 3% $404,6820  $1,327 33 1% $80,936
Bethany 67 3% $92,303]  $1,378 14 21% $18,461
Bethel 394 4% $497,280] $1,262 4( 10% $99,456
Bethlehem 94 5% $134,573]  $1,432 0% $26,915
Bloomfield 933 9%| $1,254,750,  $1,345 282 30% $250,950
Bolton 63 2% $79,601]  $1,264 0% $15,920
Bozrah 58 5% $92.212  $1,590 11 19% $18,442
Branford 748 5% $921,910,  $1,233 95 13% $184,382
Bridgeport 13,673 23%)| $22,545,337  $1,649 6,199 45%) | $4,509,067
Bridgewater 27 3% $28,604]  $1,059 ( 0% $5,721
Bristol 2,572 9%  $3,941,024f $1,532 9494 37% $788,205
Brookfield 222 3% $299,798  $1,350 20 9% $59,960
Brooklyn 176 7% $232,228  $1,319 31 18% $46,446
Burlington 109 3% $129,150,  $1,185 15 14% $25,830
Canaan 174 9% $243,583]  $1,400 19 1% $48,717
Cantetrbury 168 7% $215,466]  $1,283 44 27% $43,093
Canton 167 4% $214,927]  $1,287 24 14% $42,985
Chaplin 110 7% $161,308  $1,466 9 8% $32,262
Cheshire 334 3% $413,223]  $1,237 35 10% $82,645
Chester 102 5% $108,300] $1,062 13 13% $21,660
Clinton 330) 5% $426,099)  $1,291 4( 12% $85,220
Colchester 395 5% $572,4220  $1,449 9 23% $114,484
Colebrook 300, 9% $454,830,  $1,519 8¢ 29% $90,966
Columbia 76 3% $86,485  $1,138 0 0% $17,297
Cornwall 41 5% $62,429]  $1,523 0% $12,486
Coventry 268 5% $368,425  $1,375 48 18% $73,685

6'The green (last) column indicates the additional amount of money that would go to low income working families in
each town if CT were to join the ranks of states with an EITC and set it at 20% of the federal credit.
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Returns

with Average || EITC [EITC/RAL
Returns [EITC as EITC $ | |Returns| Returns as
with | % all per with (% All EITC| | CT EITC
EITC |returns | Total of [recipient|| RAL | Returns (@ 20%

Town #) (%) |EITCS$ ($) () #) (%) federal) ($)
Cromwell 262 4% $335,043  $1,279 52 20% $67,009
Danbury 3,043 9% $4,287,910]  $1,409 54 18% $857,582
Datien 125 1% $118,762 $950 ( 0% $23,752
Deep River 119 5% $181,330 $1,524 25 21% $306,266
Derby 598 10% $919,924  $1,538 200 33% $183,985
Durham 97 3% $134964  $1,391 0 0% $26,993
Fast Granby 84 3% $111,146  $1,323 15 18% $22,229
East Haddam 168 5% $217,502]  $1,295 17 10% $43,500
East Hampton 267 5% $360,0644)  $1,351 61 23% $72,129
East Hartford 3,649 15%| $5,003,828  $1,530 1,329 36%| | $1,120,766
East Haven 1,227 8% $1,784,305  $1,454 349 28% $356,801
East Lyme 393 5% $516,390 $1,314 69 18% $103,278
East Windsor 174 7% $258,076|  $1,483 43 25% $51,615
Fastford 38 6% $46,320  $1,219 0% $9,264
Easton 58 2% $55,970 $965 ( 0% $11,194
Ellington 245 4% $308,605  $1,260 37 15% $61,721
Enfield 1,326 6% $1,873,787 $1,413 34() 26% $374,757
Essex 115 3% $123974  $1,078 ( 0% $24,795
Fairfield 631 2% $757,763]  $1,201 62 10% $151,553
Farmington 352 3% $447,791  $1,272 40 11% $89,558
Franklin 34 4% $44.250  $1,302 0% $8,851
Glastonbury 465 3% $671,308  $1,444 49 11% $134,262
Goshen 49 4% $65,495  $1,337, ( 0% $13,099
Granby 119 2% $147,708  $1,241 0 0% $29,542
Greenwich 876 3% $1,044,960] $1,193 51 6% $208,992
Griswold 302 9% $448,185  $1,484 96 32% $89,637
Groton 1,562 9% $2,271,539]  $1,454 56§ 36% $454,308
Guilford 321 3% $384,490  $1,198 31 10% $76,899
Haddam 123 3% $144.629  $1,17G 11 9% $28,920
Hamden 1,785 7% $2,581,642  $1,44(4 554 31% $516,328
Hampton 63 6% $79,730  $1,26( 0% $15,946
Hartford 15,491 32%| $26,539,005 $1,713 6,341 41%| | $5,307,801
Hartland 51 5% $65,020  $1,275 0% $13,004
Harwinton 72 3% $92,461  $1,284 10 14% $18,492
Hebron 125 3% $170,379]  $1,363 ( 0% $34,076
Kent 77 5% $102,008  $1,325 0 0% $20,402
Killingly 1,213 13%| $1,817,620] $1,498 45§ 38% $363,524
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Returns

with Average || EITC [EITC/RAL
Returns [EITC as EITC $ | |Returns| Returns as
with | % all per with (% All EITC| | CT EITC
EITC |returns | Total of [recipient|| RAL | Returns (@ 20%

Town #) (%) |EITCS$ ($) () #) (%) federal) ($)
Killingworth 89 3% $104,002  $1,169 0 0% $20,800)
Lebanon 180 6% $243,035  $1,307 28 15% $48,607
Ledyard 363 5% $508,627|  $1,401 80 24% $101,725
Lisbon 302 9% $448,185  $1,484 96 32% $89,637
Litchfield 171 5% $202,601]  $1,185 0 0% $40,520)
Madison 223 3% $232,7500  $1,044] 21 9% $46,550
Manchester 2,570 9% $3,858,251]  $1,498 722 28% $771,650
Mansfield 299 5% $410,148  $1,372 34 11% $82,030]
Marlborough 70] 2% $77,0406  $1,101 0% $15,409
Meriden 3,811 14%| $6,291,159]  $1,651 1,748 46%| | $1,258,232
Middlebury 92 3% $114,860  $1,248 12 13% $22972
Middlefield 80 4% $97,0663  $1,13¢ 16 19% $19,533
Middletown 2,014 9% $2,971,454  $1,475 827 41% $594,291
Milford 1,238 5% $1,6252295  $1,313 249 20% $325,059
Monroe 229 3% $264,585  $1,155 25 11% $52,917
Montville 633 7% $935,639]  $1,478§ 179 28% $187,128
Morris 58 5% $60,952]  $1,051 11 19% $12,190
Naugatuck 1,306 9% $1,981,268  $1,517 403 31% $396,254
New Britain 5,859 18%| $10,202,809  $1,741 2,760 47%| | $2,040,562
New Canaan 131 1% $122,021 $931 0 0% $24,404
New Fairfield 190 3% $248,025  $1,305 0% $49,605
New Hartford 107 4%y $119,2320  $1,114 12 11% $23,840
New Haven 11,018 23%| $18,114,263|  $1,644 5,653 51%| | $3,622,853
New London 2,270 19%| $3,771,351]  $1,657 1,087 48% $754,270
New Milford 700 5% $991,231]  $1,41(9 92 13% $198,24¢6
Newington 654 4%y $817,552  $1,25() 113 17% $163,510
Newtown 315 3% $369,269]  $1,172 24 8% $73,854
Norfolk 57 7% $85,991  $1,509 0% $17,198
North Branford 242 3% $330,970  $1,368 30 12% $66,194
North Canaan 28 9% $42591  $1,521 11 39% $8,518
North Haven 387 3% $503,481]  $1,301 54 14% $100,696
North Stonington 114 4% $144930 $1,271 2() 18% $28,987
Norwalk 3,312 8% $4,824,229]  $1,457 861 26% $964,846
Norwich 2,597 14%| $4,171,981]  $1,600 1,080 42% $834,396
Old Lyme 164 3% $184,986| $1,128 20) 12% $36,997
Old Saybrook 256 5% $357,330]  $1,396 43 17% $71,467
Orange 165 2% $202,350  $1,22¢ 20 12% $40,470
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Returns

with Average || EITC [EITC/RAL
Returns [EITC as EITC $ | |Returns| Returns as
with | % all per with (% All EITC| | CT EITC
EITC |returns | Total of [recipient|| RAL | Returns (@ 20%

Town #) (%) |EITCS$ ($) () #) (%) federal) ($)
Oxford 188 4% $254,668  $1,355 21 1% $50,934
Plainfield 514 11%[  $1,030,013]  $2,004 151 29% $2006,003
Plainville 523 6% $671,895  $1,285 120 23% $134,379
Plymouth 397 7% $570,068  $1,434 77 19% $114,014
Pomfret 103 6% $174,753  $1,697 27 26% $34,951
Portland 217 5% $287,753  $1,32¢ % 30% $57,551
Preston 113 5% $152,858  $1,353 27 24% $30,572
Prospect 155 4% $211,746  $1,364 10 10% $42,349
Putnam 495 12% $761,150  $1,538 196 40% $152,230
Redding 72 2% $73,079  $1,015 0 0% $14,610
Ridgefield 196 2% $208,397  $1,063 15 8% $41,679
Rocky Hill 333 3% $387,434  $1,163 50 15% $77,487
Roxbury 35 3% $44989  $1,285 0 0% $8,998
Salem 74 4% $87,205  $1,178 0% $17,441
Salisbury 111 6% $165,708  $1,493 ( 0% $33,142
Scotland 28 7% $30,819]  $1,101 0% $6,164
Seymour 476 6% $633,925  $1,332 98 21% $126,785
Sharon 82 7% $107,363[  $1,309 Q 0% $21,473
Shelton 784 4%  $1,007,683  $1,285 166 21% $201,537
Sherman 50) 3% $56,471  $1,129 0 0% $11,294
Simsbury 233 2% $237,857  $1,021 0% $47,571
Somers 152 4%y $178,554  $1,175 19 13% $35,711
South Windsor 372 3% $452,610  $1,217 44 12% $90,522
Southbury 214 2% $249,6120  $1,16(4 10 5% $49,922
Southington 862 4%  $1,180,293  $1,369 185 21% $236,059
Sprague 1306 10% $229319]  $1,68¢ 49 36% $45,804
Stafford 243 8% $343,590 $1,414 52 21% $68,718
Stamford 4,434 8% $6,455422  $1,45¢ 1,017 23%| | $1,291,084
Sterling 260 12% $634,391  $2,440 72 28% $126,878
Stonington 549 5% $747,5400  $1,362 142 26% $149,508
Stratford 1,693 7% $2,423575  $1,432 494 29% $484,715
Suffield 198 3% $256,999  $1,298§ 14 7% $51,400
Thomaston 305 7% $398,611  $1,307 71 23% $79,722
Thompson 325 8% $480,165  $1,477 72 22% $96,033
Tolland 177 3% $200,077  $1,130 28 16% $40,015
Torrington 1,657 10%[ $2,359,964  $1,424 484 29% $471,993
(Trumbull 399 2% $441291]  $1,104 41 10% $88,258
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with Average || EITC [EITC/RAL
Returns [EITC as EITC $ | |Returns| Returns as
with | % all per with (% All EITC| | CT EITC
EITC |returns | Total of [recipient|| RAL | Returns (@ 20%

Town #) (%) |EITCS$ ($) () #) (%) federal) ($)
Union 217 8% $309,466]  $1,42¢ 52 24% $61,893
Vernon 1,126 8% $1,691,753  $1,502 339 30% $338,351
Voluntown 89 6% $145,692  $1,637 18 20% $29,138
Wallingford 1,061 5% $1,388978  $1,309 217 20% $277,796
Warren 40 5% $56,297  $1,425 0 0% $11,259
Washington 75 4%y $73,770 $990 ( 0% $14,754
Waterbury 9,642 20%| $16,220,660  $1,682 3,825 40%| | $3,244,132
\Waterford 463 5% $593964]  $1,283 92 20% $118,793
Watertown 576 5% $718,820  $1,248 111 19% $143,764
'West Hartford 1,442 5% $1,952,804  $1,354 298 21% $390,561
West Hartland 2 2% $2,062]  $1,031 0 0% $412
West Haven 3,077 12%| $4,751,672]  $1,544 1,155 38% $950,334
Westbrook 161 5% $170,950,  $1,062 22 14% $34,190
Weston 74 2% $46,228 $625 0% $9,246
Westport 214 2% $202,330 $945 17 8% $40,460
Wethersfield 517 4% $610,780,  $1,181 95 18% $122,156
Willington 119 4% $162,840 $1,368 12 10% $32,568
Wilton 109 1% $111,678  $1,025 Q 0% $22,336
Winchester 287 10% $439,708  $1,535 80 30% $87,942
Windham 1,711 18%| $3,008558  $1,758 487 28% $601,712
Windsor 1,192 7% $1,616,247  $1,35¢ 301 25% $323,249
Windsor Locks 381 6% $555,5501  $1,458 79 21% $111,110
\Wolcott 412 6% $530,858  $1,28§ 55 13% $106,172
'Woodbridge 99 2% $131,589  $1,329 14 14% $26,318
Woodbury 184 4%y $195,319]  $1,062 10 5% $39,004
'Woodstock 175 5% $269,701  $1,541 17 10% $53,940
Total 142,028 9%]$217,403,258|  $1,531}) | 47,365 33%| |$43,480,652
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