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Re: Application of the Personal Responsibility and Work Opportunity Reconciliation Act of 1996
to the Refunded Portion of Certain Federal Refundable Tax Credits

To the Office of the Associate Chief Counsel (Income Tax and Accounting):

The 189 undersigned organizations, from advocacy, immigrant rights, anti-poverty, health,
community based sectors across states and national organizations, which share a commitment
to protecting the wellbeing of immigrant families and their children, write to oppose the U.S.
Department of Treasury’s (the Treasury) proposed changes to reinterpret certain tax credits as
“federal public benefits” under the 1996 Personal Responsibility and Work Opportunity
Reconciliation Act (PRWORA). We urge the Department of Treasury to immediately
withdraw the proposed regulations.

If finalized as proposed, this rule would significantly restrict eligibility for the refunded portions of
the Adoption Tax Credit (ATC), American Opportunity Tax Credit (AOTC), Child Tax Credit
(CTC), and Earned Income Tax Credit (EITC). Since 1996, PRWORA has restricted eligibility for
many federal public benefit programs, like Temporary Assistance for Needy Families (TANF)
and Medicaid, to only a subset of lawfully present immigrants, termed “qualified immigrants,”
which include naturalized U.S. citizens, lawful permanent residents, refugees, and asylees.'
Under current law, undocumented immigrants are already ineligible for most of these tax
credits.? This proposed rule would newly deny refundable tax credits to lawfully present
immigrants including: Deferred Action for Childhood Arrivals (DACA) recipients; immigrants with
special “U” visas; people with Temporary Protected Status (TPS) who've fled war, natural
disaster, or other emergencies; and other lawfully present immigrants who don’t meet the
narrow definition of “qualified immigrant.” Moreover, many people who would remain eligible for
the credits would likely not apply due to the difficulty in understanding this distinction, and the
fear of making a mistake.

Tax credits are fundamentally different from “federal public benefits” as outlined by Congress.
PRWORA defines a “federal public benefit” as
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“a) any grant, contract, loan, professional license, or commercial license provided
by an agency of the United States or by appropriated funds of the United States;
and

b) any retirement, welfare, health, disability, public or assisted housing,
postsecondary education, food assistance, unemployment benefit, or any other
similar benefit for which payments or assistance are provided to an individual,
household, or family.”

In contrast, refundable tax credits are incentive-based provisions of the tax code that reward
earned income and are concentrated among employed families with children.* Categorizing
refundable tax credits under PRWORA's “federal public benefit” definition would represent an
unprecedented departure from longstanding Department interpretation and would contradict
Congressional intent. As noted by House Ways and Means Committee Members,

“The rules regarding the eligibility criteria for these credits are clearly defined by

Congress in the [Internal Revenue Code]. Congress has modified these credits

since PRWORA was enacted (most recently in Public Law 119-21 (2025)) but

has never made the changes that Treasury is now proposing. As such, Congress

clearly did not intend to import PRWORA's limits on eligibility to noncitizens into

these credits. Treasury’s announcement... would clearly differ from and

contradict what Congress has specified in law.™

Tax Credit Eligibility Changes

These proposed regulations essentially raise taxes on certain groups of immigrants compared
to their U.S.-citizen peers in similar financial situations.® Among the four refundable tax credits
affected in the proposed rule, impacts vary widely based on existing eligibility structures as
established by Congress.

The CTC helps make the cost of raising children more affordable for families by boosting
families’ income and is an effective anti-poverty tool.” The population currently receiving these
credits consists entirely of U.S. citizens, lawful permanent residents, and those authorized to
work. The proposed rule would restrict the refundable portion of the CTC (Additional Child Tax
Credit), leaving immigrant families who would otherwise qualify for these tax credits behind.

The EITC is structured to reward work and offset work expenses—it increases with earnings up
to a certain threshold, providing the maximum benefit to childless individuals and people in
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families who are working substantial hours at low wages. Because the CTC and EITC can only
be claimed by filers with earned income, only working immigrant families would be affected by
these restrictions. As a result, the pool of taxpayers affected by this rule would all be active labor
force participants and federal, state, and local taxpayers.

The ATC, which promotes adoption and reduces federal and state foster care outlays by
offsetting the significant costs of adopting a child, would see the biggest changes to eligibility
based on immigration status. Undocumented immigrant taxpayers and lawfully present
immigrants not included in the narrow description of “qualified immigrant” would all be newly
excluded from accessing ATCs.

The AOTC, which helps students and families offset higher education costs, already requires a
Social Security Number (SSN).2 Therefore, changes to the AOTC eligibility structure would
affect primarily lawfully present immigrants who have an SSN but do not meet the “qualified
immigrant” threshold.

Harm on Children and Immigrant Families

The proposed rule would significantly harm children in immigrant families, including U.S. citizen
children in mixed-status families, by reducing the resources available to their families to meet
basic needs. One in four children in the United States (18.4 million children) has an immigrant
parent, and the vast majority of these children are U.S. citizens.® More than half a million U.S.
citizen children have a parent with TPS or DACA." The consequences of denying these credits
will be felt by children and other members of their households.

The CTC substantially reduces child poverty and provides critical resources to families with
children." Research on additional family income through refundable tax credits has also
demonstrated long-term benefits for children, including improved educational and employment
outcomes.”” The outcomes of the temporary 2021 CTC expansion provide particularly
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compelling evidence. Child poverty fell by 46% from 9.7% to a record low of 5.2%, with the
expanded CTC lifting millions of children out of poverty." Families most commonly reported
using the expanded CTC payments to pay bills and purchase food and groceries, followed by
rent or mortgage payments.' Restricting these resources therefore has direct implications for
families’ ability to provide children with food, stable housing, and other necessities.
Approximately 4 million children are already denied the CTC by immigrant eligibility restrictions
in the One Big Beautiful Bill Act (OBBBA) enacted in 2025 and Social Security Number
requirements in 2017." This proposed regulation combined with the recent restrictions in
OBBBA add irreparable harm to US citizen children.

The EITC rewards and induces employment'® while improving maternal health.”” Census data
show that in 2024 the EITC lifted about 4.4 million people above the poverty line, including 2.3
million children.' Of the 24 million taxfilers claiming the EITC in 2023, almost 21 million claimed
at least part of the credit as a refundable rebate that went beyond their federal individual income
tax liability.®

Disproportionate Harm to Children in Low-Income Families

The proposed rule would disproportionately harm children in families with lower incomes by
targeting the refundable portion of these tax credits. Refundability is precisely what enables tax
credits to reach families whose incomes are too low to owe substantial federal income taxes.?
These restrictions would compound existing economic disparities for children in immigrant
families. The poverty rate among U.S. citizen children in mixed-status families is 31.5 percent,
which is more than three times the rate among citizen children living in households in which all
members are citizens.?’ Reducing the household resources available to these families risks

https://www.irp.wisc.edu/resource/the-earned-income-tax-credit-and-expected-social-security-benefits-among-low-inc
ome-mothers/.

3 Kalee Burns, Liana Fox, and Danielle Wilson, “Child Poverty Fell to Record Low 5.2% in 2021,” U.S. Census
Bureau, September 13, 2022, hitps://www.census.gov/library/stories/2022/09/record-drop-in-child-poverty.html.

4 Ashley Burnside, “The Expanded Child Tax Credit is Helping Families, But National Survey Shows Continued
Outreach Remains Essential,” The Center for Law and Social Policy, April 21, 2022,
https://www.clasp.org/publications/report/brief/the-expanded-child-tax-credit-is-helping-families-but-national-survey-sh
ows-continued-outreach-remains-essential.

'® Center for the Study of Social Policy, The Child Tax Credit: Where We Are, Where Families Think We Should Go,
July 2025, https://cssp.org/wp-content/uploads/2025/07/CSSP_Childcare-Tax-Credit-July-2025.pdf

6 National Academies of Sciences, Engineering, and Medicine. Pathways to Reduce Chl|d Poverty Impacts of
Federal Tax Credits, September 2025, Washington, DC: National Academies Press.

" Hilary W. Hoynes and Ankur J. Patel, Effective Policy for Reducing Inequality? The Earned Income Tax Credit and
the Distribution of Income, NBER Working Paper 21340 (2015), https://doi.org/10.3386/w21340

'8 Center on Budget and Policy Priorities, Policy Basics: The Earned Income Tax Credit, December 19, 2025,
https://www.cbpp.ora/research/federal-tax/the-earned-income-tax-credit

'® Carl Davis, Erika Frankel, Emma Sifre, The Impact of Proposed New Tax Credit Restrictions for Immigrant Filers:
An Updated Analysis of the DACA Recipient Population, The Institute on Taxation and Economic Policy, August 25,
2026, https://itep.org/tax-credit-restrictions-immigrant-filers-daca-2026/

20 U.S. Department of the Treasury, Internal Revenue Service, Application of the Personal Responsibility and Work
Opportunity Reconciliation Act of 1996 to the Refunded Portion of Certain Federal Refundable Tax Credits, 91 Fed.
Reg. 53,817 (2026) (proposed rule) (“Because tax credits are typically designed to advance specific policy objectives,
refundability ensures that low- and moderate-income taxpayers with little or no income tax liability can still benefit,
thereby supporting the intended purpose of the credit.”).

2 Dolores Acevedo-Garcia, Pamela K Joshi, Emily Ruskin, et. al., “Including Children in Immigrant Families in Policy
Approaches to Reduce Child Poverty,” Academic Pediatrics 21(8), November-December 2021,
https://www.sciencedirect.com/science/article/pii/S1876285921003752.



https://www.sciencedirect.com/science/article/pii/S1876285921003752
https://www.sciencedirect.com/science/article/pii/S1876285921003752
https://itep.org/tax-credit-restrictions-immigrant-filers-daca-2026/
https://www.cbpp.org/research/federal-tax/the-earned-income-tax-credit
https://doi.org/10.3386/w21340
https://doi.org/10.17226/29163
https://cssp.org/wp-content/uploads/2025/07/CSSP_Childcare-Tax-Credit-July-2025.pdf
https://www.clasp.org/publications/report/brief/the-expanded-child-tax-credit-is-helping-families-but-national-survey-shows-continued-outreach-remains-essential
https://www.clasp.org/publications/report/brief/the-expanded-child-tax-credit-is-helping-families-but-national-survey-shows-continued-outreach-remains-essential
https://www.clasp.org/publications/report/brief/the-expanded-child-tax-credit-is-helping-families-but-national-survey-shows-continued-outreach-remains-essential
https://www.census.gov/library/stories/2022/09/record-drop-in-child-poverty.html
https://www.irp.wisc.edu/resource/the-earned-income-tax-credit-and-expected-social-security-benefits-among-low-income-mothers/
https://www.irp.wisc.edu/resource/the-earned-income-tax-credit-and-expected-social-security-benefits-among-low-income-mothers/

pushing children further into economic hardship and undermining the economic security that
refundable tax credits are proven to provide.?

Failure to Adequately Assess the Impact on Children in Immigrant Families

Despite these foreseeable consequences, the Treasury fails to adequately assess the proposed
rule’s impact on children and immigrant families. The Treasury estimates that between 200,000
and 700,000 taxpayers could become ineligible for refundable credits and that the proposal
could result in $0.7 billion to $2.6 billion in disallowed credits.?® However, its analysis does not
estimate how many children live in affected households, how many are U.S. citizens, or how the
loss of potentially billions of dollars in household resources could affect child poverty or
children’s economic security and trajectory. Given the substantial body of evidence
demonstrating the importance of refundable tax credits to children’s wellbeing, the Treasury
cannot reasonably characterize the rule’s economic effects as “small”** without meaningfully
assessing these short- and long-term impacts on children and their families.

State & Local Impacts

Federal tax policy changes have state- and local-level consequences. Thirty states and the
District of Columbia have their own EITCs tied to the federal EITC eligibility standards.?® As a
result, working immigrant families in these states could experience compounded impacts from
both federal and state EITCs. States that want to preserve eligibility for these families would
likely need to decouple their rules from receipt of the federal credit, increasing administrative
complexity and costs borne by the State. These proposed regulations are also in stark contrast
to the trend of many states expanding their state credits to noncitizen residents.?* Rather than
impose new regressive restrictions, this progress should be mirrored in federal regulation.

Administrative Complexity

The proposed regulations would create substantial complexities in implementation and
application. Introducing immigration checkpoints in tax forms requires taxpayers and tax
preparers to determine both 1) whether the taxpayer satisfies the tax code’s eligibility
requirements; and 2) whether the taxpayer satisfies PRWORA's immigration-status
requirements. The proposal would draw the IRS into immigration-status determinations that
have historically fallen outside the agency’s expertise and mission. Tax administration is most
effective when eligibility can be determined through objective tax-law criteria. Requiring
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taxpayers, preparers, and the IRS to navigate complex immigration classifications risks
increasing errors, disputes, administrative costs and unnecessary burden on taxpayers.

The proposed certification under penalty of perjury creates significant risks for taxpayers.
“Qualified immigrant” is a complex concept, and is a benefit eligibility term, not an immigration
status. No other program subject to PRWORA restrictions requires applicants to independently
determine whether they have “qualified status.” These complexities will likely result in some
people not claiming the credits they’re eligible for, rather than risk the penalty of perjury.

Tax professionals, community organizations, and Volunteer Income Tax Assistance (VITA) sites
that help low-income families file returns would also face an impossible situation: helping
families navigate claiming credits in a changing landscape with high consequences for
mistakes. Tax preparers are experts in tax law, not in complex immigration or public benefit
policy. The magnitude of the proposed changes and swift proposed timelines for implementation
would enormously add to the complexity of training for tax preparers. Increased complexity for
tax forms, especially if determined to be out of scope for VITA, forces taxpayers to use
companies that charge for tax preparation, further increasing household expenses and
diminishing spending power in local and state economies. This may also lead to taxpayers
being targeted by fraudulent actors, especially notarios, whose nefarious practices have surged
since January 2025.%

For nearly three decades, refundable tax credits have operated as tax provisions rather than
immigration-regulated public benefits. Limiting eligibility to “qualified immigrants” would
represent an unprecedented departure from policy, directly contradict congressional intent and
federal tax law, create impossible administrative burdens, and harm millions of taxpayers and
U.S.-citizen children in mixed immigration status families. For all these reasons, we strongly
urge the Treasury to swiftly withdraw this proposed rule and decline to classify the
refundable portions of these tax credits as “federal public benefits” subject to PRWORA
restrictions. For any questions please contact Karla Martinez at karla@pifcoalition.org.

Sincerely,
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