“"Returning tax dollare to low-income
Michigan houceholde”

Tax Year 2007

An outreach effort sponsored by the Michigan League for Human Services with support from the
Ford, W. K. Kellogg and Charles Sewart Mott Foundations and local United Ways.




Money Back in Michigan

CAMPLE NEWCLETTER ARTICLE

Feoerar anp @rare Tax Crepite Can Rerurn Doirare
10 Low~=Income MicHican HougceHoLpe

ow-incometaxpayers can benefit from avariety of federal and statetax credits, al of which can

help to reducetaxesowed or providerefundsto thetaxpayer. Thesetax creditscan significantly

increasethefinancia resourcesavailableto low-income households—many of whom struggleto
make ends meet while also bearing aheavy tax burden.

Thefederal tax creditsincludethe Earned Income Credit, the Dependent and Child Care Credit and
the Child Tax Credit. Michigantax creditsincludethe Home Heating Credit, the Homestead Property
Tax Credit, and the Child Deduction. Thesecreditsareavailableto individualswhofileincometax
returnsaswell asthosewho are exempt fromfiling requirements. Inaddition, some creditsareretroac-
tiveand can be claimed after thenormal incometax filing deadline of April 15th.

Theassi stance provided through thesetax credits can make adifferenceinthelivesof poor families.
Agenciesand organizations acrossthe state can hel p low-incometaxpayers benefit from these creditsby
participatingin outreach effortsthat may include distribution of informationa materids, (including articles
in newdetters), convening meetingsand training sessionsand setting up taxpayer assstanceclinicsduring
thetax filing season. Outreach shouldinclude educating low-incometax filerson thedrawbacksof using
expensiverapid-refund servicesthat diminishthesizeof their refund. Freeand ethical taxpayer assis-
tanceisavailablein most communities.

TheMichigan EITC Statewide Coalition has established awebste (www.michiganeic.org) toassist
tax filers, serviceproviders, and volunteers. Filerscan visit thewebsite to find out more about the EITC
and whether they qualify, and if they earn under $50,000, they can usethewebsite’sfreel-CAN E-File
program to prepare and file their taxes online. Filersand volunteers can find out about free Vol unteer
Income Tax Preparation (VITA) sitesin their communitiesby going to thewebsiteor by calling 2-1-1.
(Note: If your organization isnot located in a county with 2-1-1 service, substitute 1-800-552-
1183 for 2-1-1 inyour article.)
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Your EITC refund belonge to you,

not a tax preparer.

Don’t pay for tax preparation cervicec!
Don't pay for quick refunde!

Many people do not fill out their tax forms
themselves. They pay atax preparer to do it for
them. Unfortunately, that costs money. It costs
$55-$100 to pay atax preparer to help you fill
out your forms. If you want a quick refund
(whichisredly ahighinterest loan), that will
cost another $30-$100. Do you want to spend

your EITC thisway?
Don't put Keep Your Money
If you expect alarge EITC refund, then paying up to $200 for a
your quick refund may not seem like alot of money. However, itis
fu d . your money. Think about what you could useit for.
retund in Fortunately, you have three other choices:
comeo- 1) Fill out theformsyourself. Theinstructionsfor completing

the tax forms include worksheets and tables. You can get
n these for free from the post office, libraries and other
one locations, or call 1-800-TAX-FORM.

Ql e Q'g 2) Fill out your taxes online for free by going to www.
michiganeic.org and clicking “I-CAN” on theleft-hand side.
3) Find out where you can go for tax help by caling 2-1-1. (If
pocket! no answer, call 1-800-552-1183.)
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The Federal Earned Income Tax Credit (EITC)

Tax Year 2007 Fact Cheot

What iec the EITC?

< Itisatax break for working familiesand
individuds

< TheEITCispart of thefedera tax codeandis
smilar toatax refund.

<~ Itisdesigned to reducethetax burden on
struggling familiesand supplement thewages of
low- and moderate-incomeworkers.

<> The EITC helpslow- and moderate-income
workerssupport their families, encouragesa
higher participation of thoseadready inthe
work force, and rewardsindividua swhofind
employment.

Who Can Claim the EITC?
<~ Single or married people who worked at some
point in 2007, self-employed workers, cash as-
sistance recipientswith earned income, and le-
gd immigrantscanall quaify for theEITC, de-
pending ontheir income.

<> Workerswhose earningsaretoo small to have
paid federal taxescan still get money back
becausethe EITCisarefundabletax credit.
Receiving thetax credit iscontingent upon
filingatax form.

< Individuaswhofileassingle, head of house-
holds, or married filing jointly may receive
the EITC. Itisnot availableto taxpayerswho
fileasmarriedfiling separately.

How Can a Worker Claim the EITC?
<> Workersraising childrenin 2007 must file
either Form 1040 or 1040A and must fill out
and attach Schedule EIC. Workerswho were
not raising childrenin 2007 canfileany tax
formincluding the 1040EZ.

< Married workersmust fileajoint return to get
theEITC.

< Workerswho areraising children can get part
of their EITC benefitsintheir paychecks
throughout theyear and part in acheck from
thelRSafter they filetheir tax return. Thisis
called the Advance Payment Option. Work-
erswho areinterested in theAdvance Payment
Optionshouldtalk to their employers. Busi-
nessesarerequired by law to provide ad-
vanced EITC paymentsupon request, using a
W-5 Earned Income Credit Advance Payment
Certificate.

<> Workerscan claimthe EITC for the current
year and the previousthreetax years.

How Much Can a Worker Get Back

Through the EITC?
< TheEITC supplementsthewagesof low-income
workerswhiletaking into account their wages
and the number of children under their care.

— Workerswho raised one child and had
earningsof lessthan $33,241 (single) or
$35,241 (married) in 2007 can get an
EITC of upto $2,853.

— Workerswho raised morethan onechild
and had earnings of lessthan $37,783
(single) or $39,783 (married) in 2007
canget an EITC of upto $4,716.

— Workerswho did not carefor achildin
their home, but were at | east age 25 and
under age 65 on December 31, 2007
and had earningsbelow $12,590 (single)
or $14,590 (married), canget an EITC
of upto $428.

Which Children Can Be Counted for
EITC Purpocec?
< Qudifying children must be under age 19, under
age24if they arefull-time students, or any ageif
they aretotally or permanently disabled.
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<> Sons, daughters, stepchildren, grandchildren,
and adopted children areall considered
qudifying children aslong asthey lived with the
taxpayer for morethan half theyear.

<~ Nieces, nephews, children of afriend, or foster
children placed by an agency are considered
qudifyingchildrenif they livedwiththetax-
payer intheU.S. morethan half theyear, were
cared for asif they weremembersof the
family, and are not claimed on another
person’stax return.

< A vdid socia security number isrequired for
any qualifying child born before December 31,
2007.

What About Errore in Claiming the

EITC?
<~ Toreduce EITC error and fraud rates, theIRS
now verifiesthe Socia Security numbersfor all
parentsand children claiming the EITC.

< If aworker clamsthe EITC and the IRSfinds
out that taxesare owed, thefiler must pay
whatever isowed. However: (1) theEITC
may be enough to cover thetaxes owed; (2)
thelRSisusudly willing to work out payment
plansfor back taxes; and (3) thefiler may be
ableto makean * offer incompromise” that is
lessthanthetax bill.

How Can EITC Refunde Be Uced to

Build Qavinge?
< Beginningin 2007, filerscan now usedirect
depositto split apart of their refundintoa
bank account or IRA. File Form 8888 with
thetax return. For moreinformation, goto
www.splitrefunds.net.

Doee the EITC Affect Public Accic-

tance Benefite?

Generdly, no. TheEITC isnot counted asincome
whendetermining digibility for FIP cash assistance,
Medicaid, Food Stamps, Supplementa Security
Income, or federally assisted housing programs. For
certain programs, there may be specified deadlines
by which the benefit must be spent.

Additional Tipe
1. Theuseof rapidrefundsoffered by commer-
cia tax preparersisdiscouraged. They are
highinterest loansthat reducethe amount of
money going into the pocketsof hardworking
taxpayerswho need the extramoney the
refund provides.

2. TheMichigan EITC Statewide Codition offers
awebsite, www.michiganeic.org, that explains
the Earned Income Tax Credit in detail and
can helpfilersdeterminewhether they are
eligiblefor thecredit.

3. VITA (Volunteer Income Tax Assistance) sites
exist to help peoplefill out their tax formsfor
free. Tofindthenearest VITA sitegoto
www.michiganeic.orgor cal 2-1-1. (If no
answer, call 1-800-552-1183.)

4. Familieswho qudify for theEITC may alsobe
abletoreceive other tax creditssuch asthe
Michigan Homestead Property Credit, the
Federa Child and Dependent Care Credit, the
Michigan HomeHeating Credit and federa
and state child creditsand deductions.

5. Credit unionsand Michigan Works! Agencies
areoffering afreeweb-based tax filing service
caledI-CAN!E-File. Writtenat afifth-grade
level, I-CAN!E-Filedlowsfilerstoefile
federal and statetax returnson their own at no
cost. Gotowww.michiganeic.organdclick on
I-CAN!E-File.

Remember...

If you earn less than $50,000, you can file your taxes onlinefor freeusing I-CAN!E-Fileat http://

www.michiganeic.org

Prepared by the Michigan League for Human Services with support from the Ford, W. K. Kellogg
and Charles Sewart Mott Foundations and local United \\ays.



FEDERAL EARNED INCOME

TAX CREDIT

(Tax Year 2007)

Could You Use Money Back From

Your Earned Income?

What ic it?

TheEarned IncomeTax Credit (EITC) ispart of
thefederal incometax code. It isdesigned to supple-
ment wages, and to reduce the tax burden onlow- or
moderate-incomeworkers. 682,346 working familiesin
Michigan claimed atotal of morethan $1.29billionin
tax creditsthrough the EITC for tax year 2006.

Who Qualifiee?

TheEITCisavailabletolow- and moderate-income
married or singleworkers (with or without children)
who meet theincome requirements. Workers may
qualify if they worked full- or part-timein 2007. A
qualifying child isachild whoisunder age 19 at
the end of 2007, or under age 24 if afull time
student, or any ageif totally and per manently
disabled. (Thisisdifferent fromthequalifyingrules
of the Federal Child Tax Credit.)

How Doee it Work?

Depending ondigibility andincomelevel, workers
eligiblefor the EITC either get money back or pay less
intaxes:

< Eligibleworkersraisngonequalifyingchildin
the homewith adjusted grossincome of less
than $33,241 (single) or $35,241 (married) in
2007 canget an EITC of upto $2,853.

< Eligibleworkersraising morethan onequalifying
child inthehomewith adjusted grossincome of
lessthan $37,783 (single) or $39,783 (married)
in 2007 can get an EITC of upto $4,716.

< Eligibleworkerswhowerenot raising childrenin
their home, but who were at | east age 25 and
under age 65 on December 31, 2007 and had an
adjusted grossincome of lessthan $12,590
(single) or $14,590 (married), cangetan EITC
of upto $428.

How Do You Get the Credit?

< Workersraising childrenin 2007 must file Form
1040 or 1040A and must fill out and attach
schedule EIC; married workersmust fileajoint
returnto get the EITC. Workerswith children
cannot get the EITC if they file Form 1040 EZ,
known asthe* Easy Return,’” or fail to attach
schedule EIC.



<> Workersnot raising childrenin 2007 canfileany
tax form, including Form 1040 EZ.

< Workersraising children can get part of their
EITCintheir paychecksthroughout the year
with the advance payment option by completing
FormW-5.

Do You Need Help With Your Claim?
For information on whereyou can go for freetax
assistance, pleasecall 2-1-1. (If noanswer, call 1-
800-552-1183.)

Remember...

Avoid commercial tax preparers offering “rapid refund” packages. They often charge ahigh fee, taking
alarge percentage of your EITC refund. If you need assistance with your income taxes, try to locate a
free VITA program near you by calling 2-1-1 or 1-800-552-1183.
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FEDERAL CHILD TAX

CREDIT

(Tax Year 2007)

Would a Reduction in Federal

Taxee Help You?

What ic it?

TheFederal Child Tax Credit (CTC) isfor taxpay-
ersraising dependent childrenunder age17. TheCTC
can giveafamily back someor al of any additional
incometax still owed at theend of theyear.

Who Qualifiee?

TheFedera Child Tax Creditisavailablefor families
whose children meet thefollowing criteria:
< Aqualifying child must bethetax filer’'sown
child, arelative cared for asthetax filer’sown
child, or afoster child placed by an agency, and
must have lived with thefiler for more than half
theyear.

< Thechild must have been under age 17 for the
entire 2007 tax year.

< Thechild must beaU.S. citizenwithavalid

Socia Security number, or aresident alienwith
an Individua Taxpayer |dentification Number
(ITIN).

(Note: Thechildisnolonger required to be adepen-

dent of thefiler; however, if afiler clamsaqualifying

child whoisnot adependent, he or she must complete

Form8901).

How Doec it Work?

< Taxpayersmust have taxable earned income

over $11,750in 2007 to qualify for arefund.
Single parentswith incomeup to $75,000;
married parentswith incomesup to $110,000
(filingjointly), or $55,000 (filing separately), first
apply aFederal Child Tax Credit of $1,000 per
childtoreduceor eliminatetheir tax liability.
Familieswho gtill have CTC remaining after
their tax liability hasbeen eliminated may
receivearefund in thelesser of two amounts:
1) theamount of CTC that remains, or 2) 15
percent of thefamily’searned income over
$11,750.

< Filerswith children who receivethe Earned

Income Tax Credit (EITC), and who owe
incometax, may alsoreceivethe CTC. The
Child Tax Credit will not reduce benefitsfrom
theEITC.

< Many filersreceived an advance payment on

their Child Tax Credit during 2007. Workers
who received an advance payment on their
Child Tax Credit must deduct thisamount on
their tax form. Taxpayerswho received a
credit that issmaller than theamount they



received in advance, or who nolonger qualify

for the credit, are not required to pay back the
refund.

How Do You Get the Credit?

< Toclamthecredit, workersmust file Form 1040
or 1040A, whichincludeadetailed Child Tax
Credit Worksheet. Sincetheworksheet isfairly
complicated, they should be encouraged to seek
assistance from afree VVolunteer Income Tax
Assistance (VITA) site near them. Workers
claiming the Child Tax Credit cannot usethe
1040EZ.

< Filerswiththree or more children, and some
other filers, areeligibleto takethe“ Additional
Child Tax Credit”. Filerscandetermineif they
aredigibleby filling out the CTC worksheet.
Filersclaming theadditiond credit must dso
complete|RS Form 8812.

Do You Need Help With Your Claim?

For information on whereyou can go for freetax
assistance, pleasecall 2-1-1. (If noanswer, call 1-
800-552-1183.)

Remember...

Workers who know they will be eligible for the Federal Child Tax Credit in 2008 can arrange to have
lessincome tax withheld from their pay, since the credit reduces their income tax. This can increase

their take-home pay throughout the year.
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FEDERAL CHILD s

(Tax Year 2007)

DEPENDENT CARE CREDIT

Could You Uce Help with the Coet of Providing
Care for a Child or Dependent Relative?

What ic it?

The Child and Dependent Care Credit isafederal
tax benefit designed to assist familieswith the cost of
carefor children or other dependent relatives.

Who Qualifiee?

Familiescanclamthiscredit if:

< They paidfor carein 2007 for achild under 13
or adisabled adult; AND

< They needed the child or dependent careto
work or look for work; AND

< They paid over half the cost of keeping up their
home (rent, food, etc.); AND

< They paid lessfor dependent carethan their
2007 income.

How Doec It Work?

Familiescan clamonly alimited amount of their care
expenses. Eligiblefamilieswill receiveacredit worth

between 20 percent and 35 percent of these expenses,
depending uponincome.
< Familieswith onechild or dependent canclam up
to $3,000 and receive acredit of up to $1,050.
< Familieswith morethan onechild canclaimup
to $6,000 and recelve acredit of up to $2,100.
< Thecredit will reduce the amount of taxes owed.

(Note: Familiesearningtoolittleto pay federa income
taxes cannot usethiscredit).

How Do You Get the Credit?

Inorder to receivethetax credit, filersmust use
federal Form 2441 and attach it to thefederal Form
1040 or 1040A (Schedule 2).

Do You Need Help With Your Claim?

For information on whereyou can go for freetax
assistance, pleasecall 2-1-1. (If noanswer, call 1-
800-552-1183.)

Remember...

The Child and Dependent Care Credit is available to any family with tax liability that pays for the care of

achild or other dependent, regardless of income.
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CTATE CHILD DEDUCTION

(Tax Year 2007)

Would You Benefit From a Reduction

in Your Ctate Taxec?

What Ie 11?2

The Sate Child Deduction isadeduction for
Michigan taxpayersraising children under 18 yearsof
age.

Who Qualifiec?

Taxpayerswho claim children asdependentson their
federal incometax form qualify if thechildren are
under age 18 as of December 31, 2007.

How Doec It Work?

A deduction of $600 can be claimed for each child up
to 18 years of agewhom you can claim asan exemp-
tion.

How Do You Get the Credit?

Familiesmust fill out aMI-1040 incometax form. The
M1-1040 EZ form cannot be used.

The State Child Deductionisnot adeduction for the
cost of child care. Itisavailabletotaxpayersraising
children, regardless of whether they have child care
costs.

Do You Need Help With Your Claim?
For information on whereyou can go for freetax
assistance, pleasecal 2-1-1. (If noanswer, call 1-
800-552-1183.)

Remember...
Thisisreferred to asan exemption on thetax form M1-1040, line 9 (d) for tax year 2007.
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and Charles Sewart Mott Foundations and local United Ways.



CTATE HOMECTEAD
PROPERTY TAX CREDIT

(Tax Year 2007)

Could You Ugce Money Back From Your

Homectead Property Tax?

What Ie 11?7

The Homestead Property Tax Credit isastate
benefit availableto digible Michigan residentswho pay
high property taxesin relation to their income.

Who Qualifiec?
Filer’swho own ahome may qualify for aHomestead
Property Tax Credit if:
< Thehomestead (i.e., the principle place of
residence) isinMichigan;
< Thefiler livedinMichiganfor at least 6 monthsin
2007;
< Thefiler paysproperty taxesor rentona
Michigan homestead; and
< Thefiler’'sincomeisbel ow $82,650.

How Much ic the Credit?

Theamount of the credit depends on the amount of
income-$1,200 isthe maximum credit. Thecomputed
credit isreduced by 10 percent for every $1,000 (or

part of $1,000) that the household income exceeds
$73,650. The Homestead Property Tax Credit can be
used to reduce the amount of taxes owed or it can be
issued asarefund.

How Do You Get the Credit?
< Applicantsmust use Form M1-1040CR. An
applicant should complete both Form M1 -
1040CR and Form M1-1040CR-2if the
applicantisany of thefollowing:

—Dblind and ownsahomestead
—activeinthemilitary
—andigibleveteran

Applicantswho complete both formsshould
return whichever form givesalarger credit.

Do You Need Help With Your Claim?
For information on whereyou can go for freetax
assistance, pleasecall 2-1-1. (If noanswer, call 1-
800-552-1183.)

Remember...

Homeowners do not have to file a Michigan income tax return in order to qualify for the credit. Home-
owners can file a credit claim as soon as they know their household income and property taxes for 2007.
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CTATE HOME HEATING
TAX CREDIT

M (Tax Year 2007)

Could You Uce Help Paying for the Cost

of Heating Your Home?

What Ie 11?7

The Home Heating Tax Credit (HHTC) isastate
benefit availableto eligiblelow-income householdsto
help offset the cost of heating their homes. Cash

assi stance reci pients and personswho receive other
public assistance may bedigiblefor thecredit if they
owned or rented ahomestead in 2007. (Form M-
1040CR-7 must be used to claim the credit.) More
information about heating assistance can befound at
www.michigan.gov/hestingassi stance.

Who Qualifiee?

Michigan residentsqualify if they own or rent ahome-
stead in the state and their incomeis below theincome
limit. Residentsof congregate carefacilities(i.e. adult
foster care homes, nursing homes, homesfor the aged
and substance abuse treatment centers) areineligible.

How Doec the Crodit Work?
Thecreditisbased on: 1) householdincome; 2) the
number of exemptions claimed; and 3) the actual home
heating costs. Thefollowing tablescan beusedto
determinedigibility for thecredit. Filerswhoare

eligibleunder both methods, can clamthelargest
amount.

Table A
Sandard AllowanceUsingthe Sandard
Credit Computation
Your Maximum Income
Exemptions Credit Limit

Oorl $394 $11,243
2 528 15,072

3 662 18,900

4 796 22,729

5 930 26,558

6 1,064 30,386

+ $134 for each +$3,829 for each

exemption over 6 exemption over 6

Table B -
Exemptionsand M aximum IncomeUsingthe

AlternativeCredit Computation
Your Exemptions (fromlinel.1) Maximum Income

Oorl $12,263
2 $16,502
3 or more $20,282



What Are the Available Exemptione?
Residents may claim one exemption for each of the
following:
< Sdf, unlessclaimed asadependent on someone
else’sreturn;

< Thefiler'sspouse;
< Thefiler'schildrenwho livewiththeworker;

< Any other dependent of which thefiler has
custody and for whom thefiler furnishesmore
than half the support.

Seniors(age65+) and disabled individua smay be
eligibleto claim an additional exemption.

How Do You Get the Credit?

< Filer’'swho pay their heating billsthemselves,
under their own namewill be sent an energy
draft (voucher). Thedraft must be sent to the
energy provider, whowill apply thedraft amount
to the outstanding balance.

< Renterswho have heat included in therent will be
sent acheck for one-half of the credit amount.

< If afilerisaDHSrecipient whose heat is
provided by DTE Energy, Consumers Energy or
SEMCO Energy Gas, thehome heating credit
will be sent directly to theworker’s heat
provider.

Note: If the credit amount exceedsthefiler’sheat
account balance, thefiler may receivearefund
from the heat provider for the overpayment, if
eligible. (Tobeédigible, thefiler must haveno out-
standing balance with the heat provider and must
not havereceived heat assistancein the past 12
months.) If not eligible, the excessrefund will be
applied toward futurebills. If, after ninemonths, a
refund balance still remains on account with the
heat provider, the heat provider will issuearefund.

Do You Need Help With Your Claim?

For information on whereyou can go for freetax
assistance, pleasecall 2-1-1. (If noanswer, call 1-
800-552-1183.)

You may also call 1-800-827-4000 to check the status
of your claim, and 1-800-373-3742 if you have ques-
tionsabout your energy draft.

Remember...

&

A filer does not have to pay incometax or file aregular M1-1040 income tax form in order to get a
Home Heating Tax Credit for 2007. Applications (M1-1040CR-7) can befiled as early as January 1,
2008 for tax year 2007, but filers must file before September 30, 2008. Those who file before April 17,

2008 receive priority in processing.
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Money Back in Michigan

CAMPLE NEWCLETTER ARTICLE

Low=IncomE Famitiee Can Ger RELIEF
WirH Home Hearine ExPeENCEC

home heating expensesthiswinter. In Michigan, these costsespecialy harm low-incomework

ing families, who may beforced toforgo other necessitiesin order to pay their monthly heet bills.
Many of thesefamilieshaveyoung children, who are particularly impacted by thefinancia strainarising
from monthly energy codts.

D uetothehigh cost of cil and naturd gas, Michigan familiesand individuasarefacing enormous

To help offset some of these expenses, the State of Michigan providesaHome Heating Credit to
Michiganresidents. Thecreditisavailableto both homeownersand renters, who can receivethe credit
evenif they do not oweany Michiganincometax and do not fileanincometax formfor 2007. (Theform
used to claimthe credit is separate from the Michigan incometax form.)

Residentswho pay their heating billsthemsel ves get the credit in theform of an energy voucher,
which must then be sent to their heat provider. Renterswho have heat included intherent receivea
check for half of their credit amount, while recipientsof the Family Independence Program havether
credit sent directly to the heat provider.

Unlikemost tax credits, which need to be claimed on tax formsfiled beforeApril 15, thehome
heating credit can befiled aslate as September 30, 2008. Agenciesand organizationsthat servelow-
income peopleare encouraged to makethelr clientsaware of the credit and to assist theminfiling for the
creditif needed. Filerscan asorecelveassistancethrough the Michigan Statewide EITC Coalition’s
website (www.michiganeic.org) or toll-free phone number if they file during tax season.
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