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WHAT ARE CHILD TAX CREDITS?

Child tax credits allow families with children (typically ages 16 and under) to keep up with rising costs,
and help afford housing, food, transportation, and child care. A handful of states across the country
offer a child tax credit or family tax benefit. [1]

HOW DO CHILD TAX CREDITS HELP?

e Strengthen families and increase self-sufficiency
o Child tax credits are known to increase educational attainment, result in higher wages when
children grow up, improve maternal health, reduce child maltreatment and result in less
involvement from child protective services and the criminal justice system, as well as increase
economic self-sufficiency. [2]

¢ Child tax credits have a positive return on investment
o Adollar invested in child benefits results in eight times that amount in social benefit. [2]

e Support hardworking parents so they can keep their jobs and provide for their families
o In a national survey, 27% of respondents said the expanded credits helped them work, allowing
them to afford transportation and child care. [3]

* Reduce financial stress among parents
o Child tax credits result in positive impacts on the health of parents and children, as well as
better learning outcomes for children. [3]
o 76% of surveyed parents reported the credit had an impact on their financial stress. [3]
o When parents face fewer financial burdens, they are also more likely to stay in a healthy, strong
marriages and choose to have children. [4]

e Support parents with the costs of raising a child (especially with rising inflation)
o Economists agree that child tax credit payments are "a proven success at helping families keep
up with everyday costs." Child tax credits do not contribute to inflation. [5]
o Help families keep up with the rising cost of food
o 86% of families in Montana have used other tax credits for basic needs like food or rent, as well
as education [©]

¢ Raises children out of poverty while strengthening economic self-sufficiency and increasing work
participation among parents
o In 2021, other child tax credits lifted 2.9 million children out of poverty [7]
o Roughly 1/3 of those children were also under age 6. [8]
o In a six-month span, the temporary Advance Child Tax Credit cut the country's childhood
poverty rate in half while still encouraging parents to work and be productive. [4, 9]



WHO DO CHILD TAX CREDITS HELP?

Child tax credits have the power to help a variety of families at many income levels, depending on how
the tax credits are structured and who they target. The most impactful credits are distributed
monthly, in higher amounts to families with young children, are refundable, and include a phase out.
Refundable refers to making the credit fully available to all households with eligible children,
independent of their earnings. A phase out adjusts the amount of the credit at increments as the
families income rises, rather than setting an income cap where even a few dollars over would
disqualify the family for the credit.

¢ |In 2021, roughly 40% of Montana children birth to age 8 lived in a low-income family. [10]
o For example, a two parent, two child household making below $60,000 a year in 2023. [12]

e Parentsin rural areas may not have the same economic or work opportunities as parents in other
parts of the state and are more likely to also have lower wages. Thus, they are less likely to receive
the federal child tax credit because it phases in based on income and is not refundable. Veteran
and active-duty families are also less likely to receive the federal child tax credit. [14]

o 44% of Montanans live in rural areas. [15]
o Montana has a higher proportion of veterans (9.4%) compared to the rest of the country (6.4%).
[16]

WHAT WOULD HB 268 DO?

e Establish a $1,200 tax credit for working parents with children ages 0-5 to temporarily help
families with rising costs. The tax credit would begin to phase out at a household income of
$50,000 and end at $56,000, and would expire in at the end of 2026.

¢ Only working families would be eligible for the credit.

e Positively impact more than 50,000 kids ages 0-5. [13]

IS THERE SUPPORT FOR CHILD TAX CREDITS IN MONTANA? YES!

e A survey of registered voters in Montana found:

agree that tax credits help parents offset the cost of raising a child. [17]
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