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www.ndjustice.org $335 grants to assist with virtual schooling and child care have failed
to reach many who don't earn enough to file state income taxes
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our economy, direct cash assistance can provide critical financial support,

LEILA PEDERSEN boost aggregate consumer demand, and improve the well-being of families and
919-861-1451 communities. To be effective, cash assistance programs should target families with the

leila@ncjustice.org greatest need and leverage the existing public infrastructure. Unfortunately, flaws in

the design of North Carolina’s Extra Credit Grant Program are preventing thousands

of families with children who are living in poverty from receiving the financial support

they need now.
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The NC Extra Credit Grant Program' was created in September with federal

Coronavirus Relief Funds — nearly all of the CRF dollars that remained — to help
north carolina parents with the cost of virtual learning and child care. According to the new law,” each

JUSTICE CENTER eligible household with a qualifying child should receive a $335 grant. Up to $5 million

was allowed to be used for administration of the program.
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° Eligibility

To automatically receive the grant, households must have filed a 2019 state income

tax return, lived in North Carolina for all of 2019, and reported at least one qualifying

child on their taxes.
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Legislative sponsors indicated on the floor of the General Assembly that grants should
be phased out for people who filed single with more than $200,000 in annual income
and people who filed jointly with more than $400,000 in annual income. Even if grants
were phased out in accordance with the federal child tax credit, about 25 percent of the
total grants expected to be distributed would go to households with annual incomes of
$100,000 or more.’

1 North Carolina Department of Revenue. https://www.ncdor.gov/extracredit
2 North Carolina Session Law 2020-97, House Bill 1105. https://www.ncleg.gov/Sessions/2019/Bills/House/PDF/

H1105v7.pdf
3 Special data analysis from the Institute on Taxation and Economic Policy.
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Administration

Because the state chose the North Carolina Department of Revenue (NCDOR) as the state
agency to administer the program, people who were not required to file state income taxes
because they did not make enough money in 2019 had to apply separately to receive the grant.
NCDOR made online and paper applications available from Sept. 17 to Oct. 15, 2020, but despite
some advertising about the program, only a small fraction of eligible families applied for the
grant before the deadline.

Figure 1: Hundreds of thousands in need won't receive the state’s Extra Credit grant.
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Source: Public Records Request, North Carolina Department of Revenue; Special data analysis from the Institute on Taxation and Economic Policy
&U.S. Census Bureau, Current Population Survey, 2019 Annual Social and Economic Supplement. https://www2.census.gov/programs-surveys/demo/
tables/geographic-mobility/2019/cps-2019/2019_tab01 13.xls.

Result

By estimation,* well over 200,000 families were likely eligible for the Extra Credit Grant, but they
needed to apply before the Oct. 15 deadline. According to NCDOR, there were 14,910 online
applications and 262 paper applications, which means only about 6 percent of the eligible families
successfully applied.

The stated purpose of the Extra Credit Grant Program was to provide “economic support to assist
with virtual schooling and child care costs during the COVID-19 pandemic™ for families with
children. Flawed policy design, poor targeting, and arbitrary deadlines have prevented hundreds
of thousands of North Carolina families from accessing the financial support they needed most.

Direct cash assistance can be an efficient and effective way to assist families that face barriers to
economic security. Getting emergency money to people experiencing a crisis also helps to boost

4  Estimate assumes 280,000 households made less than the threshold required to file state income taxes, 10 percent may have filed
even if they were not required, and 3 percent did not live in North Carolina for all of 2019.
5 North Carolina Session Law 2020-97, House Bill 1105. https://www.ncleg.gov/Sessions/2019/Bills/House/PDF/H1105v7.pdf
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the economy by ensuring that people can pay for the goods and services they need. Filling the
holes in our social safety net and ensuring that families with the greatest need can access public
services and supports will pave the way toward economic recovery and help North Carolina build
back better.

Policy Recommendations

The road to economic recovery requires robust and targeted interventions from federal,
state, and local governments. Leveraging existing public infrastructure will help

target and place dollars in the hands of people who need it most. The North Carolina
Department of Health and Human Services is an ideal home for targeted cash assistance
programs because the department already maintains databases and administers
programs to help families access anti-poverty support. Bolstering existing programs like
the state’s Work First program, also known as Temporary Assistance for Needy Families
(TANF), by increasing cash assistance payments and removing barriers for families
seeking to access the program would go a long way toward helping families with the
most urgent needs.

A refundable state Earned Income Tax Credit would reach a broader group of working
families who have been hit hard by COVID-19 and provide cash assistance leading to
increased economic security for all.




