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San Francisco’s Working Families Credit

In 2003, San Francisco residents failed to claim approximately $12 million in EITC refunds, money that could have been spent 
to boost the local economy and to defray the high costs of living in the city. In order to raise the visibility of the EITC in the city 
and to get more eligible residents to claim their refund, Mayor Gavin Newsom has taken the bold step of offering an added local 
incentive—the Working Families Credit. 

The Working Families Credit works like this: San Francisco residents with dependent children who claim the EITC on their federal 
income taxes will be eligible to receive an additional payment from the city, probably somewhere between $200 and $300.1 
During the 2004 tax season—the first year of the pilot program—over 10,000 San Francisco families claimed the Working 
Families Credit. 

What’s unique about the Working Families Credit is that it relies on a public-private partnership to make it work. Taking the 
city’s tight budget into account, Mayor Newsom earmarked $3 million dollars from the city’s general fund for the two-year pilot 
program, and is turning to the business and philanthropic community to match his commitment of public dollars. 

The city found its first partner in H&R Block. H&R Block has donated $1 million toward the credit, all of which will go to payments 
to eligible families. The Mayor’s Office worked closely with H&R Block to ensure that their tax preparation services would benefit 
credit applicants and help them to build assets. As part of the collaboration, H&R Block is offering discounts on tax preparation 
($30 for credit eligible families), is waiving account and Express IRA set-up fees,2 and is ceasing to market Refund Anticipation 
Loans (RALs) in San Francisco. 

The Working Families Credit builds on other efforts to raise the visibility of the EITC and to build assets among low-income 
San Franciscans. The United Way of the Bay Area has marketed the credit as part of its Earn It! Keep It! Save It! campaign. At 
Volunteer Income Tax Assistance (VITA) sites, tax preparation volunteers provide information about the credit, talk about the 
disadvantages of RALs, and encourage customers to open bank accounts so that they can receive their federal refund through 
direct deposit. 

Wells Fargo contributes significantly to this initiative by providing staff “on-site” at selected VITA and H&R Block locations and by 
offering low-cost checking and savings accounts. It also waives ChexSystems3 and instead considers applicants on an individual 
basis. To help customers build links between their bank account and their savings goals, the Earned Assets Resources Network 
(EARN), a San Francisco-based IDA provider, distributes information about free financial literacy classes and how to join an IDA 
program. 

Anne Stuhldreher, a Senior Research Fellow at the New America Foundation who helped design the Working Families Credit, 
says that tax time offers a unique opportunity to help low-income households open bank accounts. “Tax time is the right time to 
help lower-income families begin to build savings and assets,” said Stuhldreher. “These are ‘win-win’ opportunities for financial 
institutions to grow new customers and for community groups to help people stabilize their financial lives.” 

1  During the pilot phase, the amount the Working Families Credit will pay out is dependent on the success of private-sector  
fundraising efforts.

2  The Express IRA allows clients to open a retirement account with as little as $300. The initial contribution can be funded from the 
individual’s tax refund. After a client has reached $1,000 in savings, the client can roll the Express IRA into a more traditional retirement 
product. About 23,000 account holders have moved their money to retirement vehicles offered by H&R Block Financial Advisors. 

3  ChexSystems maintains records of bank customers that have either bounced checks or committed fraud in the last five years. Banks often 
access ChexSystems when reviewing an application of a new customer for a checking account.

Box 5.1 

tax preparation for low-income tax filers through its VITA 
program. Local community organizations can sponsor VITA 
sites, and the IRS provides free training for the volunteers, 
free electronic filing software, and bulk quantities of forms 
and publications. Financial institutions often partner with 
VITA sites to offer low-cost bank accounts to EITC eligible 
families. Foundations and non-profits have also developed 

campaigns around the EITC. For example, the Annie E. 
Casey Foundation launched the National Tax Assistance for 
Working Families Campaign (NTA) in 2003 to increase EITC 
filings across the nation. The program doubled the number 
of families that received free tax preparations at NTA sites, 
from 97,000 in 2003 to nearly 160,000 in 2004.3 Not only do 
these programs provide free tax help and information about 
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