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Bill Would Extend the “Saver’s Credit” to Benefit Middle and Low-income Workers

WASHINGTON, D.C.- U.S. Congressman John B. Larson (CT-1) today announced that he has introduced the Better
Future for American Families Act, H.R. 5233, to help increase access to private retirement investments for low and
middle-income families. The bill would extend the Saver’s Credit, which was created by the Economic Growth and Tax
Relief Reconciliation Act of 2001 and provides up to a dollar-for-dollar match on contributions to IRA, 401(k), and other
retirement plans. Under the law, taxpayers can receive tax credits matching up to $1,000 in savings every year - giving
them up to $2,000 in savings - if their incomes are below $50,000 for joint filers. Individuals can withdraw from IRAs
without penalty once they reach age 59½ or if they use the funds for certain medical expenses, higher education and
first-time home buyer expenses. The credit is currently set to expire in 2006 - Larson’s bill would make it permanent. U.S.
Sen. John Edwards had introduced the Senate version of the legislation.

“Families are struggling to make ends meet and this tax credit will give them an extra incentive to invest in their future,”
said Larson. “Retirements need to be based on the three pillars of Social Security benefits, private pensions and personal
savings and investment. Unfortunately, some are advocating for a significant weakening of Social Security through
different privatization schemes. Instead of weakening Social Security, we need to strengthen incentives for all Americans
to invest in their retirement. This legislation would make the Saver’s Credit permanent and would significantly expand the
program to give help to millions by increasing benefits for families earning less than $50,000. Even as the Republican
majority tries to extend every other tax cut from 2001 to the benefit of the wealthiest, this tax credit for middle class
Americans is being ignored.

“For years, Americans worked their entire careers with one company and could rely on a generous pension coupled with
Social Security benefits to provide for a comfortable retirement. This is no longer the case. Workers change jobs more
often, pensions have become less reliable and the Social Security trust fund will be strained by the retirement of the baby
boomers. In this environment, workers should be investing in individual retirement accounts, but due to rising costs in
housing, health care, and other necessities, many families are no longer able to save for the future. While Congress has
passed laws to create IRAs and 401(k) plans to encourage investment, more than 90 percent of the tax benefits the
federal government offers to help families save go to households earning more than $50,000. We need to broaden these
incentives to include all Americans, especially those who are struggling to ensure their future financial security,” said
Larson.

The Better Future for American Families Act would:


 - Make the Saver’s Credit permanent. The Saver’s Credit is now expected to expire after 2006. 

 - Expand benefits for middle-class families. The Saver’s Credit phases out rapidly as income rises, providing too small a
benefit to families earning more than $30,000 and creating high marginal tax rates for millions of savers who use the
credit. This legislation would expand benefits for families earning between $30,000 and $50,000. 

 - Help more families. There are 57 million taxpayers who are eligible for the maximum credit on paper, but only about
one-fifth could actually benefit from the credit if they contributed to an IRA or 401(k). The others lack income tax liability
and get nothing. This bill will make these families eligible for the Saver’s Credit by making it a refundable tax credit. 
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