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Overview:

 Review of the rules on when the EITC 

or the CTC will count as income or 

resources

 Then, we will go program by program 

through the rules on EITC and CTC



3

Why is this important to know?

 People with disabilities need to know whether and 
how receipt of any refund will affect their eligibility 
for key benefits upon which they depend, and how 
to make sure that their benefits are protected.

 Knowledge is empowering.

 In some cases, where states decide whether the 
EITC or the CTC will be counted in a program, if the 
refunds are now counted, advocates may want to 
urge state policy makers to change their rules to 
disregard the EITC and the CTC.
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Impact on Public Benefits —

Why is this important?

 Eligible workers, particularly those with 
disabilities  need to know whether and how 
their refund will affect their eligibility for other 
key benefits, and how to make sure that their 
benefits are protected.

 We can provide you with concrete information 
for the federally-administered public benefit 
programs and the programs that have blanket 
rules barring counting the EITC or the CTC. 
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Figuring it out for your state

In other programs, states decide what 

counts as income or resources. You 

will need to check with your state or 

advocates in your state.  Or, you can 

call us and we can help you figure it 

out for your state.
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Protecting Benefits

The tax filer may need to plan to spend 

the refund quickly if that is required to 

protect his/her benefits in a particular 

program. Pre-planning will help to 

ensure that the person uses the funds 

quickly and usefully.
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Protecting Benefits

In some programs — especially SSI 
and Medicaid based on receipt of SSI, 
and food stamps — the person has 
some time after receipt of the payment 
to figure this out.  However, it probably 
makes sense to think in terms of just 
having the time before receipt, the 
month of receipt, and the following 
month.
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The EITC is not counted as income in 

most public benefit programs:

Supplemental Security Income (SSI)

Medicaid (may not be the case in Section 

209(b) states, see slide #24)

Food Stamps

Veteran’s benefits

Head Start

Federally assisted housing
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The EITC is not counted as income

in most public benefit programs

This is true whether the person 

receives one lump sum refund check 

or if the person receives ―advance 

payment‖ EITC in his or her paycheck.
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States decide if the EITC counts 

as income in other programs

 TANF: states generally do not count the 
EITC as income (CT does for advance 
payment)

 LIHEAP

 Child care subsidies

 Programs that are wholly state-funded

 209(b) Medicaid states:  CT, HI, IL, IN, MN, 
MO, NH, ND, OH, OK, VA

 SCHIP (State Children’s Health Insurance 
Program)
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States don’t automatically 

count EITC in these programs

 EITC may be listed as excluded 

income

 EITC may be included as income that 

counts

 The program rules may not mention 

EITC – does the program include or 

exclude items not listed?
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The CTC is not counted as income 

in any program with federal funding

 This includes all programs on the EITC 
list (in slide 8)

 Also includes: TANF, child care 
subsidies, LIHEAP (low-income energy 
assistance), SCHIP
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Resource Rules
 Programs have different rules about 

whether the EITC or CTC refund will be 
counted as a resource if the person saves it 
after the month in which it is received.

 For EITC, all programs listed in slide #8 do 
not count EITC as a resource for at least 
one month following receipt. 

 For CTC, all programs listed in slides #6 and 
#10 do not count CTC as a resource for at 
least one month following receipt.
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However, some programs have 

more generous resource rules

For EITC:

 Food stamps: not counted for twelve

months (month received plus 11 more 

months)

For Both EITC and CTC:

 SSI:  not counted for nine months after 

month received
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More EITC resource rules:

 Veterans:  EITC is counted as a 

resource, but because the VA’s 

resource level is high ($80,000, not 

counting home and a vehicle), unlikely 

to cause a problem
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CTC resource rules:

 CTC cannot be counted as a resource in the month 
in which it was received or the following month, in 
any program that is at least partially federally 

funded.

 States decide how the CTC is treated in programs 
that do not have any federal funds.
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Other Notes on CTC

 Food stamps: not counted in the month after the month 
refund is received (different from EITC 12-month rule)

 SSI: not counted for nine months after month refund 
received  (same as EITC rule)

 Veterans: Just like the EITC, the CTC is counted as a 
resource, but because the VA’s resource level is high 
($80,000, not counting home and a vehicle), unlikely to 
cause a problem.



18

23 States and DC offer State 

EITCs

 Typically, the state credit is worth a percentage of 
the federal credit, ranging from about 5% to over 
30%

 States that have a state EITC:  DC, DE, IA, IL, IN, 
KS, LA, MA, MD, ME, MI, MN, NC, NE, NJ, NY, 
NM, OK, OR, RI, VA VT, WI.  (WA begins in 2009)
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Treatment of state EITCs

 Same treatment as federal EITC in Food 
Stamps and Veterans’ benefits

 Generally, not mentioned in rules for other 
federal programs

 State decides how its state EITC will be 
treated in Medicaid, child care assistance, 
LIHEAP, SCHIP

 Housing authorities decide how state EITC 
will be treated in housing assistance 
programs  — may be possible to exclude as 
nonrecurrent income.
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Supplemental Security Income

• EITC and CTC are not counted as 

income.

•  As of March 2004, the SSI law was 

amended so that EIC and CTC refunds 

are excluded from resources for nine

months following the month in which 

the person received the payment. 
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Does SSA require that the funds be 

kept in a separate account for SSI?

 No, but the funds must be identifiable 
in order for SSA to exclude them from 
resources in SSI. 

 ―Identifiability does not require that the 
excluded funds be kept physically 
apart from other funds (e.g., in a 
separate bank account).‖ POMS SI 
01130.700
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Keep a record of when refunds are 

deposited and when those $ are spent

 SSA assumes that the first funds used in an 

account with both non-excluded and excluded 

resources are from the non-excluded resources.  

 Could be challenging (but not impossible) to 

keep track of advanced EITC payments in 

paychecks.  If the person spends the funds 

monthly as part of budget, then resource 

problem won’t arise.
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Some states have an SSI state

supplemental benefit

 Two kinds:  federally-administered and 

state-administered.  

 They are important:

(1) provide some additional cash income; and 

(2) result in more people being eligible for 

Medicaid (if their income is just a little above 

the SSI level and they only receive the state 

supplement)
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Supplement may be the person’s 

link to eligibility for Medicaid

 Federally-administered state supps are 

issued with the person’s SSI check 

and the states tend to use the SSI 

rules

 State-administered state supps may 

use the SSI rules, but may not, so it is 

important to check with your state.
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Medicaid

 Basic rule: EITC and CTC refunds, if saved, 

are not counted as a resource in the month 

the payment is received or in the following 

month.  After that, states may count the 

funds as a resource.

 Some states use flexibility they have under 

the Medicaid statute to exclude refunds for 

longer periods or have eliminated the 

resource test entirely. 
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Medicaid

 In most states, if the person receives SSI 

and that is the basis for eligibility for 

Medicaid, then the SSI rule (not counted 

for nine months following receipt) will 

apply.
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State Rules for SSI

 However, some states are allowed to 

have more restrictive rules than the 

SSI rules  — receipt of SSI does not 

guarantee Medicaid coverage.  The 

person must meet the state’s rules to 

get Medicaid.  These are the ―section 

209(b) states‖
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State Rules for SSI

 These states determine whether they 

will count the EITC and state EITC (but 

not the CTC, which is not counted in 

month received or the following 

month).  These states are: CT, HI, IL, 

MN, MO, NH, ND, OH, OK, VA.
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SCHIP: State Children’s Health 

Insurance Program

 Some states cover parents as well as children.

 In states in which SCHIP is an expansion of the Medicaid 
program, Medicaid rules apply.

 States cannot count the CTC as income.

 No state counts the EITC as income for SCHIP.

 In states with separate state SCHIP programs, only two have 
resource tests  — OR and TX.  (CTC can not be counted as a 
resource in the month after it is received. OR and TX do not 
count EITC as a resource. However, on a new application, 
person may need to self-identify that account includes EITC 
funds.) 
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What about the Medicaid Buy-in?

 Around 30 states have Medicaid Buy-in 

Programs  — these are programs that allow 

people with disabilities who are not 

otherwise eligible for Medicaid to buy in to 

the program if they meet income and 

resource eligibility rules set by the state. 

 Most states with Medicaid Buy-In programs 

use the standard SSI disregards.  
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Medicaid Buy-in Resource

 For detailed information, see:

Allen Jensen, State Medicaid Buy-In 

Program Design Features, December 

2006, available at:

http://disability.law.uiowa.edu/lhpdc/rrt

c/mig/docs/SectD/TA_Planning_D_MB

I_dsgntab.doc

http://disability.law.uiowa.edu/lhpdc/rrtc/mig/docs/SectD/TA_Planning_D_MBI_dsgntab.doc
http://disability.law.uiowa.edu/lhpdc/rrtc/mig/docs/SectD/TA_Planning_D_MBI_dsgntab.doc
http://disability.law.uiowa.edu/lhpdc/rrtc/mig/docs/SectD/TA_Planning_D_MBI_dsgntab.doc
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Food Stamps

 EITC, state EITC, and CTC are not 
counted as income.

 Different rules for EITC and CTC on 
resources:

 EITC and state EITC:  excluded from 
resources for 12 months

 CTC: excluded for one month after month 
received
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New Food Stamp Resource 

Rules

 The 2008 Farm Bill excluded qualified 

retirement plans (IRAs, 401k’s, etc.) 

and education savings accounts (529b 

plans, Coverdell accounts) from the 

Food Stamp resource test.

 EITC & CTC refunds can be deposited 

in such accounts and be exempt.
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Veteran’s benefits

 EITC, state EITC, and CTC do not 
count as income for means-tested 
veterans pension benefits.

 EITC, state EITC, and CTC do count 
as a resource, but the VA’s resource 
limit is high ($80,000 not counting 
home and motor vehicle), so saving 
EITC, state EITC, or CTC refunds is 
not likely to affect eligibility.
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TANF

 CTC is not counted as income and is 
not to be counted as a resource for 
one month after receipt.

 State decides whether EITC and state 
EITC are counted as income and 
resources.  
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 Almost all states do not count the EITC in 

their TANF program.  (CT counts advance 

payment as income.) 

 Generally, states count the EITC as a 

resource in the month following receipt (or 

the second month following receipt).

TANF
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Federally-assisted housing

 EITC and CTC do not count as income.

 Federal housing programs do not have a 
resource test.  Interest earned on resources 
are counted as income.  If family resources 
exceed $5,000, a percentage may be 
counted as income. 

 Local housing authorities decide how a state
EITC will be treated  — could be counted 
as income, or could be excluded as 
nonrecurring income.
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LIHEAP: Low-Income Home  

Energy Assistance Program

 CTC cannot be counted as income or a 
resource for one month after receipt.

 State decides whether EITC and state EITC 
count as income and resources.

 States can decide that certain people will be 
categorically eligible for LIHEAP because 
they receive another low-income benefit, 
such as SSI or TANF.  If your state has this 
rule, then receipt of the EITC won’t matter 
for the SSI recipient because s/he will get 
LIHEAP based on receiving SSI (SSI’s rules 
are built in).
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Are there any consequences for 

Social Security benefits?

 Social Security = Old Age, Survivors 

and Disability Insurance (OASDI)

 Social Security benefits are not

means-tested.

 EITC, state EITC, and CTC have no 

effect on these benefits.
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Can EITC or State EITC 

Refunds Count for SGA?

 No.  Since the EITC and state EITC are tax policy, 
providing tax credits, they are not considered 
wages or self-employment income.  They have no 
impact on the SGA determination.  

 Background info:  SGA means ―substantial gainful 
activity.‖  If a person earns over the SGA level, in 
Social Security disability, this will affect his/her 
eligibility for benefits. (EITC and state EITC are 
irrelevant to this calculation.)
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What about the advance EITC - could that 

affect SSI or Social Security benefits?

 No. Employers report advance EITC 
payments in block 9 of the W-2 form (which 
is labeled Advance Earned Income Tax 
Credit), not in block 1 (where wages are 
shown).  

 The advance EITC generally is reported 
separately on pay stubs.  It is not to be 
counted as gross wages or earnings.
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Mistakes by SSA

 If SSA is counting EITC income as wages, it will be 
important for the beneficiary to point out SSA’s error 
and get it corrected, so that these funds are not 
mistakenly counted as wages or income in the SGA 
determination or for SSI purposes. 

 Two ways this might happen:

— if SSA mistakenly counted income in block 9 of the W-2 
or from advance payment box on the pay stub

— if the employer mistakenly failed to separate out these 
funds into the correct places on the W-2 or the pay stub.
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Plan ahead for how refunds will 

be used:

 Once tax forms are filed, the refund should 
be coming soon and the person may need 
to act during the month it is received or the 
next month in order not to lose some 
benefits the family receives  — how to pre-
plan and be ready to go when that check 
arrives?

 It is getting near to the time when the EITC 
or CTC payment will be counted as a 
resource — and the person hasn’t spent the 
funds yet — what should the person do?
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Spending tax refunds

 Purchase something that the person 
needs that will not affect eligibility in 
future months.  For example:

 Buy a car.  One vehicle is excluded in 
virtually every program, especially if used 
for work or the person’s health requires it.

 Home repairs.  The home is excluded in 
almost all programs and repairs will be 
treated the same way.
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More Spending Ideas

 Purchase of a home appliance.

 Recipients who are students can pay 
for tuition or other school expenses.

 Pay (or pre-pay) a large winter fuel bill 

 Buy clothing, shoes, winter coats, etc., 
for the individual and family

 Pay for a trip to visit family. 
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Refund Savings Strategy

 Save all or some in a bank account for 

when it is needed — so long as the 

combination of the value of this 

account with other countable 

resources does not exceed $2,000 

(SSI). [Some Medicaid 209(b) states 

have lower resource levels, so check.]
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Refund Savings Strategy

 Don’t top the account off at $2,000  —
that could result in loss of benefits if 
SSA determines that the person’s 
countable assets creep over $2,000  
— pick a lower figure, like $1,700 and 
urge the person to keep an eye on the 
amount and to spend some when the 
figure nears $1,950, so it never gets to 
$2,000. 
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Refund Savings Strategy

 In SSI, with SSA’s permission, the person 

can put the funds in a PASS account (but 

check to see if doing this will affect the 

person’s eligibility for other benefits).
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IDAs Exempt from Resource 

Limits

 If the taxpayer uses the EITC or CTC to 
make deposits into an IDA account AND if 
the IDA account uses matching funds from 
either TANF or federal IDA, then the entire 
account will not be counted as a resource in 
any federally-funded means-tested program.  

 Right now, this is the only way that an SSI 
recipient can save to purchase a home, so it 
can be a very valuable option.
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Bottom line:

In most programs, a person can 

receive an EITC or CTC payment and 

hold on to it for at least one month 

after that without hurting benefits.

See the following list.
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Bottom line:

 SSI 

 Medicaid (but, 
EITC rule may be 
different if you are 
in a 209(b) state)

 Food Stamps 

 Veterans benefits

 Head Start

 Federally-assisted 

housing



52

CTC and Other Programs

CTC also is not counted in other 

federally-assisted programs for the 

month it is received and the month 

after that:

 TANF

 LIHEAP

 Child care assistance
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Check with your state on EITC 

and state EITC:

 TANF

 LIHEAP

 Child care assistance

 Medicaid 209(b) states

 State’s SSI supplement program

 especially if it is state-administered and 

the checks are issued directly by the 

state
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Questions?

 Your Legal Aid program is often the 

best resource on how your state’s 

public benefit program rules work

 Also contact CBPP for help and on 

how the rules in any federal program 

work

 wancheck@cbpp.org

 202-408-1080

mailto:wancheck@cbpp.org

