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Recovery Act Cut Federal Taxes for 99% of Working Families in Kentucky

As Kentucky families complete their 2009 tax returns before the April 15th deadline, and as
Tea Party revelers across the nation and in the Commonwealth discuss the false notion of
increased tax burdens, a report, just released by Citizens for Tax Justice, reveals that 99
percent of working Kentuckians benefited from lower taxes in 2009 thanks to the American
Recovery and Reinvestment Act, as shown in the table below. According to the report,
“President Obama Cut Taxes for 99% of Working Families in Kentucky in 2009,” no
legislation, enacted during the current administration, increased taxes in 2009.

Working People in Major Tax Cuts Enacted by President Obama
Kentuckv Combined effects of expansion of EITC and Child Credit,
Making Work Pay Credit, and AMT relief.

Income Group | Average Income | Average Tax Cut I Share of Tax Cut | % with Cut
Lowest 20% $9,110 $-502 7.3% 100%
Second 20% 21,950 -662 11.6% 100%
Middle 20% 36,470 -621 12.9% 100%
Fourth 20% 58,330 =750 15.4% 100%
Next 15% 94,390 -1,781 30.4% 98%
Next 4% 186,570 -4,014 18.2% 96%
Top 1% 769,270 -3,644 4.2% 61%
ALL $ 53,850 $-1,037 100.0% 99%
Bottom 60% $ 22,520 $ -602 31.8% 100%

Source: ITEP Microsimulation Model, April 2010

Rather, targeted tax cuts through expansion of the Earned Income Tax Credit, an increase in
the Child Tax Credit, and a new Making Work Pay Tax Credit put money back into the
pockets of working Kentucky families most likely to be negatively affected by the recession.
These families are also most likely to immediately spend the extra income on necessities,
resulting in greater spending that will help support jobs in local economies. In addition to
these tax cuts, high income people also received a tax cut through a reduction in the
Alternative Minimum Tax. The average tax cut for working Kentuckians amounted to
$1,037. All Kentuckians filing taxes in 2009 with incomes averaging $58,000 and below
received tax cuts.
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The targeted tax relief and other state financial assistance through the Recovery Act have
helped stabilize families and the ability of the state to continue to provide necessary
services. These efforts on the part of the federal government have helped move Kentucky
towards a path to recovery when the recession ends. However, for the federal
government’s assistance to work as effectively as possible it’s imperative that Kentucky
legislators identify a balanced approach to Kentucky’s current state budget shortfall; one
that ensures a quality education for Kentucky’s students so they can compete in a global
economy, offers appropriate supports to stabilize vulnerable individuals and families, and
does not result in greater unemployment. Anything less will lessen the impact of the
Recovery Act investments and stall the progress than we could make as a state.

Kentucky Youth Advocatesi s t he home of Kentucky’' s Tax
nationwide State Fiscal Analysis Initiative.
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