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Introduction

Good morning, Chairperson McDuffie, and members of the Committee. My name
is Leah Castelaz. I am a Policy Attorney at Children’s Law Center, a resident of the Ward
5, and the co-chair of the Family Health Supports Committee for the Under 3 DC
Coalition. Children’s Law Center believes every child should grow up with a strong
foundation of family, health and education and live in a world free from poverty, trauma,
racism, and other forms of oppression. Our more than 100 staff — together with DC
children and families, community partners and pro bono attorneys — use the law to solve
children’s urgent problems today and improve the systems that will affect their lives
tomorrow. Since our founding in 1996, we have reached more than 50,000 children and
families directly and multiplied our impact by advocating for city-wide solutions that
benefit hundreds of thousands more.

Thank you for the opportunity to testify today regarding B25-0190, the District
Child Tax Credit Amendment Act of 2023 (CTC Act).! Each year, Children’s Law Center
attorneys serve as guardians-ad-litem for several hundred children in foster care and
protective supervision — over half of all children in the care and custody of CFSA.2
Children’s Law Center also has teams of attorneys dedicated to helping families secure
special education services for their children, address unhealthy housing conditions, and
obtain custody or guardianship of children in their extended family.? As a result, we have

direct experience and insight in how poverty impacts DC children and families ability to



access services, supports, and resources like healthy and affordable housing, education,
behavioral health services. Direct financial supports to families can begin to reduce the
immediate burdens of poverty our clients face and improve outcomes by increasing
access to resources and services to improve educational attainment, support healthy
housing, and overall strengthen health and development of children and their families.

As introduced, the CTC Act would create a refundable child tax credit (CTC) for
qualifying individuals earning less than $120,000 and joint filers earning up to $175,000
together.* Families who qualify would receive up to $500 in tax credits for each child, for
up to three children.5 Notably, families would be eligible for the refund (money) even if
they don’t owe any taxes.®

During the pandemic, the federal government created a temporary expansion of
the federal CTC that provided families with $3,600 for every child in the household under
the age of six and $3,000 for every child between the ages of six and 17.” Several studies
reported the positive impact of the federal CTC on families, including increased
purchasing power for essentials like food, bills, and clothing.® One study found that the
rate of food insecurity dropped by almost 30 percent after the first two federal CTC
payments were deposited in families” bank accounts.®

Other states have recognized the positive impact the federal CTC had and started
to move forward their own statewide CTCs.!® Eleven states, including our neighbor

Maryland, have enacted refundable CTCs.!! Creating a District CTC would make DC part



of this important state-level work to improve the compounding economic burdens
District families face. Given the movement on a national level, we believe a District CTC
could have a positive impact on combating immediate poverty by putting money in the
hands of District families. Therefore, the Children’s Law Center supports the passage of
a District CTC.

In addition to the CTC Act, two other District CTC proposals have been circulated:
(1) the Tax Revision Commission proposal issued through the Chairman’s Mark (the
“TRC proposal”)'? and (2) The DC Fiscal Policy Institute Child Tax Credit Proposal (the

“DCFPI proposal”).’* We have reviewed all three proposals and a summary chart of our

analysis is below:

Proposal Name | Amount | Number Age Phase out Eligibility Refundable | Inflat | Other
of Credit | of of Income or ion Consideratio
Children Children Requirements | Non- Adju | ns
Eligible Eligible Refundable | stme
Per
Household
CTC Act $500 per | Up to 17 The credit allowable under | Individuals Refundable | Yes No work
child 3 children per | and under section will be reduced by $20 | earning less requirement
household for each $1,000 (or fraction | than $120,000;

thereof) by which the | Joint filers
taxpayer’s adjusted gross | earningup to
income exceeds the threshold | $175,000
amount which is defined as together.

(i) $100,000 in the case of a
single filer; and

(ii) $145,000 in the case of a
joint return

TRC $1000 per | Does 17 Phased out Married Refundable | Does | Allow
Chairman’s child not say and under gradually at higher incomes couples with not deposits
Mark incomes up to say to
$200,000 and opportunity
single parents savings
up to $150,000 accounts
DCFPI $1500 per | No cap on 17 Phase out of the $0 Refundable | Yes None
child number and under credit begins at to
of children 200 percent of 300 percent of

Federal Poverty Line (FPL) FPL
and ends at 300 percent FPL




We encourage this Committee to analyze each of the three proposals'* and ensure
the underlying goal of the CTC is met — to reduce childhood poverty. This requires a CTC
that ensures all poor and low-income families qualify and are not erroneously phased out
of the total tax credit. To this end, our testimony today recommends that a District CTC
should not limit the number of children eligible per household. Further, a District CTC
must include the necessary outreach strategies and supports as well as ensure thoughtful
design, so the CTC is truly a benefit to all eligible DC families. A District CTC is a
necessary tool to reduce poverty but must be paired with other long-term strategies to
address income instability and wealth gaps.

The Child Tax Credit Should Not Limit the Number of Children Eligible for the
Refund

The CTC Act proposes that qualifying individuals and joint filers would be eligible
to receive the credit for up to three children per householder. The DC FPI proposal sets
no limitation the number of children in the household eligible to receive this credit, which
is reflective of the CTC in the American Rescue Plan.'> The TRC proposal makes no
comment on this topic.'®

The District’'s CTC should not overlook low-income and poor families that have
three or more children in their households by placing this limitation on the CTC. For a
District CTC to have its intended positive impact on reducing poverty in the District, we
must ensure it reaches all children and families by recognizing households of all sizes.

Although the CTC must be fiscally feasible for the District, we believe the Committee
5



should prioritize supporting a broader population of families over providing a higher
amount of support to a smaller population of families. It does not appear other
jurisdictions who have implemented a CTC have limited the number of children eligible
to receive the refund.” Therefore, we urge the Committee to remove it from the CTC Act
and ensure it is not included in any District CTC so that all children are eligible for the
refund.

The Council Must Make Investments in Community Outreach as well as Design of the
Child Tax Credit

There are several key considerations we urge this Committee to take into account
in the design as well as the outreach of the District CTC. First, for the CTC to be successful
in its underlying goal — to address childhood poverty — there must be wide participation
by eligible residents. To access the credit, residents must file taxes regardless of income.
In 2021, approximately 2.3 million children in the United States likely missed out on the
expanded CTC through ARPA because their parents or caretakes missed listing their
children on their tax returns and/or were “nonfilers” meaning they were not required to
tile taxes in the prior years because they earned too little.!® One successful approach to
engaging nonfilers was the usage of credible messengers that were people who were
known and present in applicable communities.' Credible messengers can also be useful
for educating all eligible populations including making sure the tax benefit and tax filing

options are communicated clearly, simply, repeatedly, and in one’s native language.



Second, clear guidance and instruction must be developed regarding who can
claim the child as a dependent and thus access the credit. The Internal Revenue Service
(IRS) has specific guidelines that provide information on how to properly claim an
individual as a dependent. This is particularly important for the foster child population
given that some foster children are eligible to be claimed by their resource parents and
thus could not be claimed by a birth parent in the same tax year.?’ Careful thought should
be given to this part of implementing a District CTC, to ensure the intended population
of parents and caregivers are the ones accessing this credit. We would, therefore, ask that
the fiscal impact statement contain an investment in these credible messengers including
training and necessary infrastructure to support their work in the community.
Additionally, we urge continued and further investment in voluntary income tax
assistance (VITA) programs, which can be a space to help residents understand tax
policies, know their benefits, and file their taxes.

Finally, we encourage this Committee to look into some design considerations for
a District CTC. In particular, we ask this Committee to ensure this credit does not impact
a resident’s eligibility for benefits like SNAP, TANF, and Medicaid. When DC expanded
the Earned Income Tax Credit (EITC), the EITC was structured such that filers received
monthly payments which impacts benefits eligibility level determinations.?’ DC
submitted a waiver to allow families to choose to opt out of monthly payments and do a

lump sum payment instead, however, the waiver was rejected.? It is not yet clear what



the impact of EITC monthly payments will be on DC residents since the first year had
some special considerations.? We urge the Council to adopt any lessons learned from the
implementation of EITC and structure the District CTC in a way that ensures families do
not lose their benefits. DC FPI proposed that “if lawmakers chose to include a provision
for monthly payment of the credit, they also should adopt an “opt-out” clause for any
families that might see reduction or loss of federal public benefits that may consider
monthly payment of a local CTC as regular income in benefit -eligibility
determinations.” >
Conclusion

A District CTC could have a positive impact on DC children and families by
addressing their immediate financial needs and potentially supporting long-term,
economic growth. Given the number of proposals for a CTC and the continued
discussions being held throughout the community, there is a clear desire to see a District
CTC move forward. We, therefore, ask the Council to work to create a CTC that supports
all DC children and families by assessing the three available proposals. These proposals
reflect the hard work and expertise of members of the DC community and provide the
Council critical insight in achieving an equitable District CTC. Through our analysis of
the proposals, we have identified the need to ensure (1) no limitation on number of

children per household eligible for the credit, and (2) guaranteed, sufficient investment



in outreach and effective design of the CTC. Thank you for the opportunity to testify

today. I welcome any questions the Committee may have.
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