CITY AND COUNTY OF DENVER
AGENCY FOR HUMAN RIGHTS

AND COMMUNITY RELATIONS

Lucía Guzmán

DENVER WOMEN’S COMMISSION

Chaer Robert, Director

WELLINGTON E. WEBB

MUNICIPAL OFFICE BUILDING

201 WEST COLFAX AVENUE

DEPARTMENT 1102

DENVER, CO 80202

TELEPHONE: 720-913-8465

TTY: 720-913-8475

FAX: 720-913-8470

www.denvergov.org/women
Email: chaer.robert@ci.denver.co.us

[image: image1.png]



John W. Hickenlooper

Mayor


Prepared by

Chaer Robert

April 16, 2007

WOMEN AND TAXES

Tax law delivers our parallel public assistance system. When translating public policy into action, policy makers tend to design government services for low income people and tax policy for the middle class and above. Unfortunately, government services get greater scrutiny than tax policy during budget cutting. 
For low income people there is the occasional lottery for new Section 8 rental housing vouchers or years long waits for public housing. Yet more of our nation’s tax dollars are going to subsidize the person who just bought your local McMansion, than the person in subsidized housing.  Deduction of home mortgage interest is a far larger public housing program than what we think of as public housing. Anyone who can afford to buy a house qualifies.  The more expensive the house, the bigger the subsidy is.
For higher education, we have Pell grants for families with modest income to defray some of the cost of college. The Hope and Lifetime Learning tax credits, like most tax credits, are worthless to the poor.  Why?  If families earn too little to pay taxes, most tax credits are worthless.  
Likewise with child care. Some low income families receive government subsidized child care, yet the vast majority of low income families do not. The federal Child and Dependent Care Tax Credit helps offset some of the expense for middle income families. But as a non-refundable credit, it is worthless to the poor. 
A parent with two children, for example, generally pays no federal income tax if she earns less than $17,450 per year. For her the only credits that would have value are those that are refundable beyond her tax liability- like the Earned Income Tax Credit.

The $1000 federal Child Tax Credit is only worth the full $1000. per child if you owe at least  that in federal tax.  Congress did allow a partial credit –Additional Child Tax Credit - for those without a federal tax liability, but only for those who make OVER $11,300 per year.
COLORADO TAX LAW AFFECTING FAMILIES

Colorado generally bases its taxes on the federal return, after exemptions and deductions, but before tax credits.  Unlike the federal government, Colorado has a flat tax rate of 4.63%.  TABOR, among its many provisions, outlawed having a tiered rate- like the six tiers federal taxes have.

Our tax credits picture, however, differs from the Federal level.  Colorado has a provision in law for a State Earned Income Tax Credit equivalent to 10% of the federal EITC.  However it is funded through the TABOR surplus; it is not a permanent tax credit.  So it was not paid during years which state tax revenues were low – 2002, 2003, 2004 and 2005.  Then, since Referendum C abolished the TABOR surplus, it will not be paid for the five year TABOR time out period, under current law.
Likewise, Colorado’s Child Tax Credit was a TABOR surplus mechanism, so it is also not being paid.

Colorado has a three tiered Child Care Tax Credit.  The two expanded versions depend on a TABOR surplus so are not currently in use.  The one remaining is technically a refundable tax credit, but is based on a percent of the non-refundable federal Child and Dependent Care Tax Credit. So again, it of little use to low income families.
Administering our values through tax policy actually makes a lot of sense.  It ensures that the majority of those eligible for help receive it.  Use of tax benefits is far more widespread than use of most government programs, due to the stigma attached to asking for help. Administration costs are streamlined, since income information is on the same document. In many case, tax breaks are tiered to avoid a “cliff effect” of sudden loss of subsidies. Income tax law is generally more progressive (those with means pay more) than payroll taxes, sales taxes and excise taxes.
What does not make sense are policies that exclude serving those most in need.  Requiring those on marginal incomes to pay upfront to be reimbursed later, like on some health care tax credit proposals, requires money low income people do not have. Insuring that tax credits are fully refundable is a critical step to insuring that the poorest can benefit equally.
For additional information, see Taxes are a Woman’s Issue:  Reframing the Debate by Mimi Abramovitz and Sandra Morgen. With the National Council for Research on Women. 2006. www.feministpress.org 
For a comparison chart of federal and Colorado family-related tax credits, see this fact sheet by the Colorado Fiscal Policy Institute:

http://www.cclponline.org/pubfiles/txcredits4-04-05.pdf
