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OTHER STATE WORK INCENTIVES
(SNAPSHOT 6)

Individualized Development Accounts (IDA)

_____________________________________________________________________________________________________________________

What are Individual Development Accounts?
Individual Development Accounts (IDAs) are special savings accounts that are designed to help people build assets for increased financial self-sufficiency and long-term economic security.  IDA holders (sometimes called IDA participants) save their own dollars in these accounts for a specified period of time.  After reaching their individual savings goal, these savers receive matching funds to be used for a specific purpose. These purposes include, but are not limited to:

· Buying a home

· Postsecondary education

· Starting (or expanding) a small business

· Other possibilities include retirement accounts or youth accounts.  

Savings are matched on a per dollar basis by public and/or private funders.  These matching funds are typically raised by the community-based organization that is hosting the IDA program.  These community-based organizations may be financial institutions (such as credit unions or community development banks) or the staff or volunteers of other entities such as community action agencies, community development corporations, public housing communities, or other organizations. Financial education for the holder of the IDA is a critical part of the IDA program. This part of the IDA program helps depositors in correcting credit problems, establishing a budget and savings schedule, and determining a long-term money management plan.  IDA participants may be existing members of credit unions, those who are eligible to use community action agency services, public housing residents, or others who meet individual IDA program requirements. 

IDA programs generally have income guidelines for qualified participants because the goal is to address the “gap” in asset growth among low wage earners.  IDA programs have finite lengths of time for program participants.  Often twelve months of IDA program participation are used as a minimum, with 48 months often used as a maximum.  Each IDA program determines the minimum and maximum lengths of participation for their program participants. IDA programs should be sensitive to programs being too short to meet participant long-term needs, and sensitive to the possibility of participants feeling that program lengths are so long as to be not reasonably attainable.  

The Individual Development Account program is not a government program.  However, former President Bill Clinton and President George W. Bush have both endorsed IDAs as a good method of saving for future financial security.  IDA programs are often started by community organizations or local associations that are interested in helping people help themselves.  IDA programs are typically collaborative partnerships involving one or more community-based organizations, a financial institution, along with private and/or public sources to provide matching funds.  Financial education is a key part of an IDA program.  Basic financial education can be important in convincing individuals with low-incomes of the benefits of saving, in assisting members struggling to meet existing debt burdens, or in establishing longer-term financial plans.

Benefits of Individual Development Accounts

IDAs allow savers to find out how much they have to offer themselves financially, and how important these financial gains can be.  These special savings accounts give savers with lower incomes opportunities to increase their wealth that have been available only to more affluent persons.  The ability to have the IDA holder’s savings matched (which is built into the IDA program) is a benefit that allows one to quickly build wealth toward a strong financial foundation. The relationship that a saver establishes with a credit union or bank, through this IDA program, may help them form a long-term future relationship. The IDA holder also benefits from specialized financial education that includes credit counseling, budgeting, and establishing a sound savings schedule.

*NOTE:  A person who is eligible for SSI and/or Medicaid who has an approved IDA account will not have money that is set aside for the IDA count as a resource.

National Resources

Assets for Independence (AFI) Project Locator - http://www.acf.hhs.gov/assetbuilding/states.html   

The Office of Community Services supports more than 200 agencies and community-based groups across the nation that run AFI Projects and other programs to help low-income families build their economic assets.  Contact the local project manager of the AFI agency in your area for information about what they do and how you can enroll in their program. If there are no projects near you, or if you would like more information, contact us at AFIprogram@acf.hhs.gov                                                                                                         OCT 2007: 16 New ‘Assets for Independence’ Program Grants -  http://www.acf.hhs.gov/assetbuilding/1007newgrants.html 
Asset Building - http://assetbuilding.org/node/1123 

This Web site presents in-depth analyses of asset ownership in the U.S. and abroad-its rationale, theory, and evidence as well as an array of policy proposals devised by New America and others. Also provided are links to research and policy centers and a catalogue of resources on asset-based policy, including pending policy proposals. 

Association for Enterprise Opportunity (AEO) - http://www.microenterpriseworks.org/ 
A national organization for entrepreneurship and microenterprise. AEO's website provides resources to promote enterprise opportunity for those with limited access to economic resources-including use of IDA's for microenterprise development.

Corporation for Enterprise Development (CFED) - http://www.cfed.org/ 
A national organization for the IDA industry. CFED's website brings most of the nation's IDA programs together, with such resources as a subsidiary web forum called the IDA Network. The site also includes an IDA Directory that presents information about organizations that manage IDA programs, their accountholders, and key program elements. 

Center for Social Development (CSD) - http://gwbweb.wustl.edu/csd/ 
An academic center managed by Michael Sherraden at Washington University. CSD's website includes information and research on IDAs and their impact on the well-being of the poor. 

National Federation of Community Development Credit Unions (NFCDCU) - http://www.natfed.org 
A national membership organization of low-income credit unions that are eligible to apply for AFI grants. Information on the NFCDCU website includes credit union IDA activity and technical assistance. 

ISED Consulting & Research - http://www.ised.org/consulting/IDA.asp 
The mission of the Institute for Social and Economic Development (ISED) is to strengthen the social and economic well-being of individuals and communities.
OTHER STATE WORK INCENTIVES
(SNAPSHOT 7)

Earned Income Tax Credit (EITC)

_____________________________________________________________________________________________________________________

The Federal Earned Income Tax Credit (EITC), sometimes called the Earned Income Credit (EIC), is a tax credit for certain people who work and have earned income. If you are married and file a joint return, you may also be eligible if at least one spouse worked and had earned income. The credit, created in 1975, is intended to offset the cost of Social Security taxes and to provide an incentive to work.

The EITC is a "refundable" credit worth up to $4,400 (with two children) for the 2005 tax year, and up to $4,536 for the 2006 tax year. "Refundable" means that if you owe less than your credit amount, you will receive the difference as a payment from the Internal Revenue Service (IRS). For example, if you owed $2,000 in Federal Income taxes and were due the full $4,400 EIC, you would get a check for $2,400 as a refund when you filed your tax return. If the $2,000 had already been deducted from your pay checks, then you would get a refund check of $4,400.

To qualify, a taxpayer must work and have earned income. Earned income can be income from wages, salaries and tips, strike benefits paid by a union or net self-employment earnings. Earned income also can be disability payments paid by an employer’s plan if you retired on disability prior to retirement age. Investment income must be $2,700 or less during tax year 2005, and below $2,800 during tax year 2006.

If you are single with no qualifying children, you must be at least 25 and under 65 at the end of the tax year for which you are claiming the credit. If you are married with no qualifying children, either you or your spouse must be at least 25 and under 65 at the end of the tax year. It does not matter which spouse meets the age test, as long as one of the spouses does. Whether single or married, with or without qualifying children, neither you nor your spouse may be the qualifying child of another person.

Note that all amounts change annually.

Note that if you have at least one qualifying child living with you then you can elect to receive estimated EITC payments in advance through your pay checks by arranging for that option with your employer. You must file Form W-5, Earned Income Credit Advance Payment Certificate, with your employer to receive the advance payments. The employer then pays part of the credit to you in advance throughout the year. You claim the rest when filing your Federal tax return.

The Advance Earned Income Tax Credit (AEITC) for tax year (TY) 2005 maximum credit the employer is allowed to provide throughout the year with the employees pay was $1,597. In 2006, the amount is $1,648.

If you have no qualifying children, then you may receive an EITC benefit if your earned income and Adjusted Gross Income (AGI) was less than a specified amount ($11,750 in tax year 2005). If you have one qualifying child, then the upper limit was $31,030 in tax year 2005. For more than one qualifying child, the amount was $35,263 for tax year 2005. These amounts are increased by $2,000 if you are married and filing jointly. The maximum credit in tax year 2005 was $399 with no qualifying children, $2,662 with one qualifying child, and $4,400 with two or more qualifying children.

In tax year 2006, your earned income and adjusted gross income must each be less than:

· $36,348 ($38,348 married filing jointly) with two or more qualifying children;

· $32,001 ($34,001 married filing jointly) with one qualifying child;

· $12,120 ($14,120 married filing jointly) with no qualifying children.

The maximum credit you may claim in tax year 2006 is:

· $4,536 with two or more qualifying children;

· $2,747 with one qualifying child;

· $412 with no qualifying children.

Under Federal rules, the EITC (including advance payments) will not be counted as income for the programs listed below.  That is, the EITC and advance EITC payments you receive will not be used to determine whether you are eligible for the following benefit programs, or how much you can receive from these programs:
                   Temporary Assistance for Needy Families (TANF). 

                   Medicaid and Supplemental Security Income (SSI). 

                   Food Stamps. 

                   Low-income housing. 

                   Supplemental Security Income (SSI). 

NOTE: The EITC can count as a resource in determining eligibility for Food Stamps if it is not spent within 12 months of receiving the refund.
NOTE: On July 18, 2005, SSA issued Final Rules amending the SSI regulations by making technical revisions to rules on income and resources based on the Social Security Protection Act (SSPA) of 2004 and several other statutory changes. These revisions, among other things, clarify that certain types of income are excluded when determining SSI income and resources. Any unspent portion of Federal income taxes related to an Earned Income Tax Credit (EITC) is excluded from resources for a time period of 9 months following the month of receipt.
For more information see:
http://www.ssa.gov/OACT/ssir/SSI07/Highlights.html 
RESOURCES

For more information on the EIC, see IRS Publication 596. You can call 1-800-829-3676 to request that a copy be sent to you in the mail. You can also download an electronic version of this and other IRS publications from the IRS Web site at this URL: http://www.irs.gov/formspubs/index.html 

Additional Information

A number of States have EITC programs that operate in addition to the Federal program. For additional information, see the State EITC Online Resource Center website at:
http://www.stateeitc.com/ 

The Internal Revenue Service maintains a website with an overview of EITC at:
http://www.irs.gov/individuals/article/0,,id=96406,00.html 

The EITC Assistant is a convenient way for you to find out if you are likely to qualify for the EITC tax credit by answering questions online, about yourself, your children, your living situation, and your income. You will see the results of the eligibility check right away, on your computer screen. The Assistant can be used by individuals, tax practitioners, employers, community and public service organizations, and IRS partners. It is available in both English and Spanish online at:
http://www.irs.gov/individuals/article/0,,id=130102,00.html  

The Annie E. Casey Foundation established the National Tax Assistance for Working Families Campaign to increase national attention to the importance of the Earned Income Tax Credit. It operates a website intended to provide valuable information and resources to campaign site leaders, volunteers, policymakers, advocates and the general public located at:
http://www.eitc.info/                                                                                                                                         

"Living and working with Disabilities" is an IRS LifeCycle Tax Benefits and Credit brochure. It provides basic information about existing tax credits and benefits that may be available to qualifying taxpayers with disabilities, parents of children with disabilities, and businesses or entities wishing to accommodate persons with disabilities. It is available in PDF format (requires Adobe Acrobat Reader) at:
http://www.irs.gov/pub/irs-pdf/p3966.pdf 

"Tax Highlights for Persons with Disabilities" (IRS Publication 907) is updated annually for use in preparing each year's tax returns. The publication gives you a brief introduction to certain parts of the tax law of particular interest to people with disabilities and those who care for people with disabilities. It includes highlights about Income, Itemized deductions, Tax credits, Household employees, and Business tax incentives. It is available in PDF format (requires Adobe Acrobat Reader) at:
http://www.irs.gov/pub/irs-pdf/p907.pdf 

The National Disability Institute is a national research and development organization with the mission to promote income preservation and asset development for persons with disabilities and to build healthy financial futures for Americans with disabilities. http://www.ndi-inc.org/  

See also

EITC – Qualifying Children - http://www.workworld.org/wwwebhelp/eitc_qualifying_children.htm 

Source

Information for this topic was drawn from:
http://www.irs.gov/pub/irs-pdf/p596.pdf 
http://www.irs.gov/newsroom/article/0,,id=129991,00.html 
http://www.irs.gov/individuals/article/0,,id=150513,00.html 

OTHER STATE WORK INCENTIVES

(SNAPSHOT 8)

SSI & the Earned Income Tax Credit (EITC) 

_____________________________________________________________________________________________________________________

Supplemental Securing Income (SSI) revised in 2005, Sec.  416.1235, which outlines the exclusion regarding:

· The earned income tax credit (EITC) from countable resources under the SSI program.

· This revision is necessary because section 431 of Public Law 108-203 increased from one to 9 months time period following the month a person received the EITC.

· The time period for excluding from resources any unspent portion of Federal Income Taxes related to an EITC

· If a person’s resources are over the $2,000/individual, $3,000/couple at the end of the 9 months it will make the person ineligible that month in the resource category and will cause an overpayment.

State Disregard of the EITC As A Resource:
· States may have different rules for how they look at a person’s resources and eligibility to both SSI and/or Medicaid in a State.

· States decide what counts as income and resources when there is a State Supplement to SSI and when administering the Medicaid Program.

· Important to understand State rules as well as the Federal rules above. 

SSI LEGISLATION SINCE THE 2006 ANNUAL REPORT 

Since the 2006 SSI Annual Report was transmitted to the President and Congress on May 30, 2006, the following legislative change was made to the SSI program: 

Public Law 109-432, enacted December 20, 2006 

Extends consideration of combat pay as earned income for Earned Income Tax Credit (EITC) purposes for one additional year (for taxable years ending before January 1, 2008). For SSI purposes, EITC payments are excluded from income, and are not a countable resource for 9 calendar months following the month of receipt. http://www.ssa.gov/OACT/ssir/SSI07/Highlights.html 
OTHER STATE WORK INCENTIVES
(SNAPSHOT 9)

Housing and Urban Development (HUD)

_____________________________________________________________________________________________________________________

Housing and Urban Development (HUD) is a Federal program that provides rental and home ownership assistance for low-income individuals and families who are elderly and/or disabled.  HUD administers this program through each State’s Housing Finance Agency.  This assistance could be Section 8 certification, Voucher program, HUD rental housing, or home ownership assistance through loan support, and mortgage assistance.

General Information on all programs available - http://www.hud.gov/ 

State office locator - http://www.hud.gov/localoffices.cfm 

HUD’s One-stop resource for People with Disabilities - http://www.hud.gov/groups/disabilities.cfm 

*NOTE:  The Social Security Administration’s Work Incentives, Planning & Assistance Projects can assist individuals with understanding how income may affect rent when residing in Public Housing or Section 8.  Be sure to ask your local Community Work Incentives Coordinator about Earned Income Exclusions and any other work incentives for individuals with disabilities available in your state.

Technical Assistance Collaborative - http://www.tacinc.org/index/viewPage0.htm 
TAC is a national non-profit organization that works to achieve positive outcomes and to provide policy development, consultation, and technical assistance to expand affordable housing and permanent supportive housing for people with disabilities, people who are homeless, and people with other special needs.  TAC provides state-of-the-art information, capacity building, and technical expertise to organizations and policymakers in the areas of mental health, substance abuse, human services, and affordable housing.  

OTHER STATE WORK INCENTIVES

(SNAPSHOT 10)

Medicaid Buy-In Programs & Medicaid Waivers

_____________________________________________________________________________________________________________________

Medicaid Buy-In                                                          http://www.cms.hhs.gov/TWWIA/07_BuyIn.asp  

Section 201 of the Ticket to Work and Work Incentives Improvement Act governs the provision of health care services to workers with severe disabilities by establishing Medicaid state plan buy-in optional eligibility groups. In addition, the Balanced Budget Act of 1997 originally provided optional Medicaid eligibility groups for working individuals with disabilities. Over 80,000 individuals in 32 states are currently covered under these two new eligibility groups.  This page provides access to information about those options, CMS-sponsored research, and information about the states with buy-ins.  

Medicaid Waivers & Demonstrations http://www.cms.hhs.gov/MedicaidStWaivProgDemoPGI/MWDL/list.asp#TopOfPage 

Med-Waivers enable states to waive the usual requirements that individuals must reside in an institution in order to receive Medicaid funding for services.  In this way, Medicaid funds certain community-based alternatives to institutional care.  

The website above contains information about state-specific Medicaid waiver and demonstration programs.  Users can access Fact Sheets, copies of proposals, approval letters, and other documents related to state-specific programs. 

State-by-State Policy Development & Implementation Information -Medicaid Information & Other Employment Initiatives - http://www.uiowa.edu/~lhpdc/work/map.html  

States with Medicaid Buy In Programs Implemented (in green on the map): [Alaska] [Arizona] [Arkansas][California] [Connecticut] [Illinois] [Indiana] [Iowa] [Kansas] [Maine] [Massachusetts (Section 115 Waiver)] [Michigan] [Minnesota] [Mississippi] [Missouri] [Nebraska] [New Hampshire] [New Jersey] [New Mexico] [New York] [Oregon] [Pennsylvania] [South Carolina] [Vermont] [Washington] [Wisconsin] [Wyoming] [Utah] 
States with Medicaid Buy In Legislation Enacted and in Pre-Implementation and Policy Refinement Stage (in orange on the map): [Louisiana] [Maryland] [Nevada] [North Dakota] [West Virginia] 

States studying Medicaid Buy-In Program or having Waivers Authorized in State Legislation (horizontal lines on the map): [Colorado] [Oklahoma] [Virginia] [Texas]

States with no Medicaid Buy-In, but have other Employment Initiatives information (cross-hatched on the map): [Alabama] [Delaware] [District of Columbia] [Florida] [Idaho] [Rhode Island] [South Dakota]

OTHER STATE WORK INCENTIVES 

(SNAPSHOT 12)

Work Opportunity Tax Credit (WOTC)

_____________________________________________________________________________________________________________________ 
The Work Opportunity Tax Credit (WOTC), authorized by the Small Business Job Protection Act of 1996 (P. L. 104-188), is a federal tax credit that encourages employers to hire eight targeted groups of job seekers by reducing employers’ federal income tax liability by as much as $2,400 per qualified new worker; $750, if working 120 hours or $1,200, if working 400 hours or more, per qualified summer youth. 

The WOTC is one tool in a diverse toolbox of flexible strategies designed to help move people from welfare to work and gain on-the-job experience. It joins other education and job training initiatives and targeted tax credits that help American workers prepare for good jobs; ease the transition from job to job; and create high performance workplaces. 

NOTE: On October 4, 2004, the President signed into law the Working Families Tax-Relief Act of 2004 (P.L. 108-311). This legislation extends both the Work Opportunity Tax Credit (WOTC) and the Welfare-to-Work Tax Credit (WtWTC) programs, without change, for a two-year period through December 31, 2005. The reauthorization is retroactive to December 31, 2003 and applies to new hires that begin work for an employer after December 31, 2003 and before January 1, 2006.

WHAT NEW HIRES CAN QUALIFY EMPLOYERS FOR WOTC? 

WOTC applies only to new employees hired after September 30, 1996, and before January 1, 2006.   The new employee must belong to one of nine target groups: 

· A member of a family that is receiving or recently received Temporary Assistance to Needy Families (TANF), formerly known as Aid to Families with Dependent Children (AFDC), 
· An 18-24 year old member of a family that is receiving or recently received Food Stamps, 
· An 18-24 year old resident of one of the Federally designated Empowerment Zones (EZs), Enterprise Communities (ECs), or Renewal Communities (RCs), 
· A 16-17 year old EZ/EC or RC resident hired between May 1 and September 15 as a Summer Youth Employee, 
· A veteran who is a member of a family that is receiving or recently received Food Stamps, 
· A disabled person who completed or is completing rehabilitative services from a State or the U.S. Department of Veterans Affairs (VA), 
· An ex-felon who is a member of a low income family, 
· A recipient of Supplemental Security Income (SSI) benefits, and/or  
· The New York Liberty Zone Business Employee (requires no certification).                                  
All new adult employees must work a minimum of 120 or 400 hours; Summer Youth must work at least 90 days, between May 1 and September 15. 

HOW CAN EMPLOYERS PARTICIPATE IN THE WOTC?                                      

To receive certification that a new employee qualifies the employer for this tax credit, the employer must: 

1. Complete the one page IRS Form 8850 by the day the job offer is made. 

2. Complete either the one page ETA Form 9061 or Form 9062 

· If the new employee has already been conditionally certified as belonging to a WOTC target group, complete the bottom part of ETA Form 9062 (and sign and date it), that he or she has been given by a State Employment Security Agency or participating agency. 

· If the new employee has not been conditionally certified, the employer and/or the new employee must fill out and complete, sign and date ETA Form 9061 

· Mail the signed IRS and ETA forms to the employer's State Workforce Agency.  The IRS form must be mailed within 21 days of the employee's employment-start date. 

To get IRS Form 8850, the Work Opportunity and Welfare-to-Work Tax Credits Pre-Screening Notice and Certification Request, and instructions, download from http://www.irs.ustreas.gov/ or call 1-800-829-1040.   You can get ETA Form 9061, the WOTC “Individual Characteristics Form,” a brochure, and  directories of the State and Regional Coordinators by visiting http://www.doleta.gov/business/Incentives/opptax/ 
FOR MORE INFORMATION ABOUT THE WOTC AND THE WtW TAX CREDIT 

Call or visit your local public State WOTC Coordinator (use the State Directory), or 
Call the U.S. Department of Labor Regional WOTC Coordinator nearest you (use the Regional Directory), or 
Call Karin Loverud at the Internal Revenue Service (IRS) on 202-622-2080 
For information about EZ/EC/RC locations, visit the Department of Housing and Urban Development (HUD’s) Web site at http://www.hud.gov/cr or call 1-800-998-9999.
RESOURCES

Department of Labor Employment & Training/WOTC - http://www.doleta.gov/business/Incentives/opptax/ 
Virginia Commonwealth University RRTC/Fast Facts: Business Tax Credits and Deductions for Employment of People with Disabilities - 
http://www.worksupport.com/research/viewContent.cfm/55 
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