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

Tax Year 2010

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.




Your Earned Income Credit refund

belonge to you, not a tax preparer.

Don’t pay for tax preparation cervicec!
Don't pay for “rapid refund” loanc!

Many people do not fill out their tax forms
themselves. They pay atax preparer to do it for
them. Unfortunately, it costs alot of money to
pay atax preparer to help you fill out your forms.
If youwant aquick refund (whichisreally ahigh
interest loan), that will cost even more money.

Do you want to spend hundreds of dollars to get
your Earned Income Credit refund?

r————————————m—mm—m—mmmm—m——————— B
| |
Dont put | Keep All of Your Money :
| If you expect alarge Earned Income Credit refund, then paying hun- |
| _ _ |
your | dredsof dollarsfor aquick refund may not seem like alot of money. |
] | However, it isyour money. Think about what you could useit for. |
rgfund In : Fortunately, you have three other choices: :
- I 1) Fill out paper formsyourself. Theinstructionsfor completing |
some : the tax forms include worksheets and tables. You can get :
I these for free from the post office, libraries and other |
one I locations, or call 1-800-TAX-FORM. I
i I 2) Fill out your taxes onlinefor free using I-CAN! E-File by |
elee’e : going to www.MichiganEI C.or g or www.icanefile.org :
I | 3) Find out where you can go for free tax help by going to www. |
pOC'(Qf- I MichiganElIC.org or caling 2-1-1. (If no answer, call 1-800- |
: 552-1183.) :
U e e e e e e e e s i — — — — — — — — — ——— 7
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The Federal and State Earned Income Tax Credite (EITC)

Tax Year 2010 Fact Cheot

What are the EITCe?
< They aretax breaksfor working familiesand
individuds
< They arepart of thefederal and statetax
codes.

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

< They helplow- and moderate-incomeworkers
support their families, encourageahigher parti-
cipationintheworkforce, and rewardsindi-
viduaswhofind employment.

Who Can Claim the EITC?

< Singleor married peoplewho worked at some
pointin 2010, self-employed workers, cash
ass stance recipientswith earned income, and
legal immigrantscanall qualify fortheEITC,
depending ontheir income.

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

< Individualswho fileassingle, head of house-

holds, or married filing jointly may receive

theEEITC. Itisnot availableto taxpayerswho
fileasmarriedfiling separately..

< Workerswith investment income exceeding
$3,100in 2010 may not claimthe EITC.

How Can Workere Claim the EITCe?

< Marriedworkersmust fileajoint returnto get
theEITCs.

< Togetthefedera EITC, workersraising
childrenin 2010 must fileeither Form 1040 or
1040A and must fill out and attach Schedule
EIC. Workersnot raising childrenin 2010 can
fileany tax formincluding the 1040EZ.

< Toget thestate EITC, workerssmply need to
enter theamount of their federal EITCfrom
their federa tax form onto line 28aof their
Michigantax form, and then multiply that
number by .20 (20%) and put it on line 28b.

< Workerscanclamthefederal EITC for thepre-
viousthreetax yearsaswell asthecurrent year.

Whieh Children Can Be Counted for
EITC Purpocee?
< Quadlifying children must beunder age 19, under

age24if they arefull-time students, or any age
if they aretotally or permanently disabled. They

How Much Can a Worker Get Back Through the EITCe?

Raising Raising Two Raising Three Not Raising Children
OneChild Children or moreChildren (must be age 25-64)
Single | Married Single | Married Single | Married Single | Married
Workerswith maximum
earnings up to: $35535 | $40545 $40363 | $45373 $3352 | $48,352 $13460 | $18470
Can get a federal EITC up to: $3,050 $5,036 $5,666 57
Can get astate EITC up to: $10 $1,007 $1,133 1
ForaTotal EITC
Amount upto: $3,660 $6,043 $6,79 $48
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must be younger than the person claiming the
child, unlesstota ly and permanently disabled.

<~ Sons, daughters, stepchildren, grandchildren,
and adopted children areall considered qudify-
ing children aslong asthey lived withthe
taxpayer for morethan half theyear.

< Insomecases, brothers, sisters, stepbrothers
and stepsisterswho livewiththefiler for more
than half theyear may be counted, if they are
not counted on anyone el se'sreturn.

<~ Nieces, nephews, or foster children placed by
anagency areconsdered qualifying childrenif
they lived with thetaxpayer intheU.S. more
than half theyear, werecared for asif they
weremembersof thefamily, and are not
claimed on another person’stax return.

< A vdid Socid Security number isrequiredfor any
quaifying child born before December 31, 2010.

What About Errore in Claiming the
EITC?

<> Toreduce EITC error and fraud rates, the RS
now verifiesthe Socid Security numbersfor al
parentsand children claiming the EITC.

< If aworker claimsthe EITC and theIRSfinds
out that taxes are 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?

<~ Filerscan usedirect deposit to split apart of
their federal refundinto abank account or IRA.

Todothis, file Form 8888 with the tax
return. For moreinformation, goto
www.splitrefunds.net.

Doec the EITC Affect Publie Accic-
tance Benefite?

Generadly, no. TheEITCisnot counted asincome
when determining digibility for FIP cash assistance,
Medicaid, Food Assistance, Supplemental Security
Income, or federally ass sted housing programs.
For certain programs, there may be specified
deadlines by which the benefit must be spent.

Additional Tipe

1. Theuseof rapid refundsoffered by commer-
cia tax preparersisdiscouraged. They are
highinterest loansthat reducetheamount of
money goinginto the pocketsof hardworking
taxpayers.

2. VITA (Volunteer Income Tax Assistance)
stesexist to help peoplefill out their tax
formsfor free. Tofindthenearest VITA Site,
gotowww.michiganeic.orgor cal 2-1-1. (If
no answer, call 1-800-552-1183.)

3. Familieswhoqudify for theEITC may dso
be ableto receive other tax creditssuch as
theMichigan Homestead Property Credit,
the Federa Child and Dependent Care
Credit, the Michigan HomeHeating Credit
and federal and state child creditsand
deductions.

4. Taxfilerscanfilether federa and state (not
local) incometaxesfor freeat -CAN!E-
File. Thisprogram makessure EITC-dligible
filersclaimadl their tax credits. Goto
www.michiganeic.organdclick onl-
CAN!E-File, or gotowww.icanefile.org

Remember...

You can file your taxes online for free using | -CAN!E-File at www.MichiganEIC.org or

www.icanefile.org
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FEDERAL EARNED INCOME

TAX CREDIT

(Tax Year 2010)

What ic it?

TheEarned Income Tax Credit (EITC) isde-
signed to supplement wages, and to reduce thetax
burden on low- or moderate-incomeworkers. Ap-
proximately 783,000 working familiesin Michigan
claimed atotal of morethan $1.7 billionintax credits
through the EITC for tax year 2009.

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 2010. A
qualifying child isachild whoisunder age 19 at
the end of 2010, 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 Doec it Work?

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

< Eligibleworkersraisngonequdifyingchildin
the homewith adjusted grossincome of less
than $33,535 (single) or $40,545 (married) in
2010 canget an EITC of up to $3,050.

< Eligibleworkersraising two quaifying children
inthe homewith adjusted grossincomeof less

than $40,363 (single) or $45,373 (married) in
2010 can get an EITC of up to $5,036.

< Eligibleworkersraising three or more qualifying
childrenin homewith adjusted grossincome of
lessthan $43,352 (single) or $48,352 (married)
in 2010 can get up to $5,666.

< Eligibleworkerswho werenot raising children
intheir home, but who were at | east age 25 and
under age 65 on December 31, 2010 and had
an adjusted grossincome of lessthan $13,460
(single) or $18,470 (married), cangetan EITC
of upto $457.

How Do Filere Get the Credit?

< Workersraising childrenin 2010 must file Form
1040 or 1040A and must fill out and attach
Schedule EIC. Married workersmust filea
joint returnto get the EITC. Workerswith
children cannot get the EITC f they fileForm
1040 EZ, known asthe* Easy Return,” or fail
to attach Schedule EIC.

< A Socia Security number must be provided for
every person listed on thetax return and
ScheduleEIC.

< Workersnot raising childrenin 2010 canfile
any tax form, including Form 1040 EZ. These
workersdo not need to file Schedule EIC—
they writethedollar amount of their credit on
the Earned Income Credit lineontheir tax
form.



< Workersraising children can get part of their
EITCinther paychecksthroughout theyear
withthe** Advance EIC” option by completing
FormW-5. Thisform must befiled by the
beginning of each new year to continue
receiving theAdvanceEIC.

(Note: Thefederal EITC doesnot count asincome
indetermining digibility for Family Independence
Program (FIP) cash assistance, food assistance,
Medicaid, SSI or publichousing.)

Where Can Filere Get Free Tax
Help?

Filers should be encouraged to avoid going to com-
mercial preparersfor tax servicesthat cost them
money. There aretwo waysthat filers can submit
their taxesfor free:

1) If they do not need much help, they canfiletaxes
themselves. They can use paper forms, or they
canfileelectronically for freeusing | -CAN! E-
File, aweb-based softwarethat isavailable at
www.MichiganEl C.org or www.icanefile.org. It
iswritten at afifth-gradeliteracy level andis
availablein Englishand Spanish.

2) Filerscan also get freetax assistance at one of
themany Volunteer Income Tax Assistance
(VITA) sitesaround Michigan. Information on
thelocation and hoursof the VITA sitesis
availableat www.MichiganEIC.org or by calling
2-1-1 (or 1-800-552-1183if 2-1-1lisnot avail-
able). Insomecounties, 2-1-1isasoableto
determine EITC digibility or set appointmentsfor
tax assistance.

Remember...

Always discourage filers from using commercial tax services such as ““rapid refund’” (refund anticipa
tion loan) packages. They charge a high fee and take a large percentage of the filer's EITC refund.
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FEDERAL CHILD TAX

CREDIT

(Tax Year 2010)

What ic it?

TheFederal Child Tax Credit (CTC) isfor
taxpayersraising dependent children under age 17.
The CTC cangiveafamily back someor al of any
additional incometax still owed at theend of theyear.
Families can get acredit of upto $1,000 for each
child.

Who Qualifiee?

TheFederal 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 havelived with thefilerinthe U.S. for
morethan half theyear.

<> Thechild must have been under age 17 for the
entire 2010 tax year.

<> Thechild must beaU.S. citizenwithavalid
Social Security number, or alegal resident with
an Individua Taxpayer Identification Number
(ITIN).

How Doec it Work?

< Taxpayersmust havetaxable earned income
over $3,000in 2010to qualify for arefund.

Filersfirst apply aFederal Child Tax Credit of
$1,000 per childto reduce or eliminatetheir tax
liability. Familieswho till 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
$3,000.

< Filerswith childrenwho recelvethe Earned
IncomeTax Credit (EITC), and who owe
incometax, may alsoreceivethe CTC. The
Child Tax Credit will not reduce benefitsfrom
theEITC.

How Do Filere Get the Credit?

< Toclamthecredit, workersmust file Form
1040 or 1040A. Workersclaiming the Child
Tax Credit cannot usethe 1040 EZ.

< Filersshould completethe CTC worksheet
includedinthetax form. If, after the comple-
tion of theworksheet, thefiler haseliminated
hig/her incometax, or if thefiler hasthree or
more children, thefiler should complete Form
8812 for theAdditional Child Tax Credit.



Where Can Filere Get Free Tax 2) Filerscan also get freetax assistance at one of
Help 27 the many Volunteer Income Tax Assistance

(VITA) sitesaround Michigan. Information on
thelocation and hoursof the VITA sitesis
availableat www.MichiganEl C.org or by calling

Filersshould be encouraged to avoid going to com-
mercial preparersfor tax servicesthat cost them

money. Therearetwo waysthat filers can submit 2-1-1 (or 1-800-552-1183f 2-1-1isnot avail-
their taxesfor free: able). Insomecounties, 2-1-1isalso ableto
1) If they do not need much help, they canfiletaxes determine EITC digibility or set appointmentsfor
themselves. They can use paper forms, or they tax assistance.

canfileelectronically for freeusing I -CAN! E-
File, aweb-based softwarethat isavailable at
www.MichiganEIC.org or www.icanefile.org. It
iswritten at afifth-gradeliteracy level andis
availablein English and Spanish.

Remember...
Workers who know they will be eligible for the Federal Child Tax Credit in 2011 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.

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 CHILD s

DEPENDENT CARE CREDIT

(Tax Year 2010)

What ic it?

The Child and Dependent CareCreditisa
nonrefundablefederal tax credit designed to assist
familieswith the cost of carefor children or other
dependent relatives.

Who Qualifiee?

Familiescan clamthiscreditif:
< They paidfor carein 2010for 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 paidlessfor dependent carethan their
2010income.

How Doec It Work?

Familiescan claim only alimited amount of their care
expenses. Eligiblefamilieswill receiveacredit worth
between 20 percent and 35 percent of these ex-
penses, depending uponincome.
< Familieswith one child or dependent canclaim
up to $3,000 and receiveacredit of upto $1,050.
< Familieswith morethan onechild canclaimup
to $6,000 and receive acredit of up to $2,100.
< Thecredit will reduce the amount of taxes owed.
(Note: Familiesearningtoolittleto pay federa
incometaxes cannot usethiscredit).

How Do Filere Get the Credit?

In order toreceivethetax credit, filersmust use
federal Form 2441 and attach it to thefederal Form
1040 or 1040A (Schedule2).

Where Can Filere Get Free Tax
Help?

Filers should be encouraged to avoid going to com-
mercial preparersfor tax servicesthat cost them
money. There aretwo waysthat filers can submit
their taxesfor free:

1) If they do not need much help, they canfiletaxes
themselves. They can use paper forms, or they
canfiledectronically for freeusing I-CAN! E-
File, aweb-based softwarethat isavailable at
www.MichiganEIC.org or www.icanefile.org. It
iswritten at afifth-gradeliteracy level andis
availablein English and Spanish.

2) Filerscanalso get freetax assistance at one of
the many Volunteer Income Tax Assistance
(VITA) sitesaround Michigan. Information on
thelocation and hoursof theVITA sitesis
availableat www.MichiganEl C.org or by calling
2-1-1(or 1-800-552-1183if 2-1-1lisnot avail-
able). Insomecounties, 2-1-1isaso ableto
determine EITC digibility or set appointmentsfor
tax assistance.

Remember...

The Child and Dependent Care Credit is avail able to any family with tax liability that paysfor the care

of achild or other dependent, regardless of income.
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FEDERAL AMERICAN
OPPORTUNITY TAX

(Tax Year 2010)

What Ie 11?7

Congress enacted the American Opportunity Tax
Credit (AOTC) for 2009 and 2010 as part of the
2009 economic stimuluslegidation. Thisnew credit
expandsthe previous Hope Credit by being partly
refundable—up to $1,000 of theAOTC may be
claimed evenif theindividual earnstoolittleto owe
incometax. TheAOTC can make education more
affordablefor many morelow-incomefamiliesand
studentswho might not otherwise be ableto attend
college. Tax filerswho claimthiscredit may also
claimthe Earned Income Tax Credit and Child Tax
Credit, if they qualify.

Who Qualifiee?

TheAOTCisavailablefor studentswho areintheir
first four yearsof college (the Hope Credit covered
only thefirst two years) and are pursuing an under-
graduate degree. Filersmay beedligiblefor the
AOTCif they:

< paidfor *“qualified educational expenses,”’
whether for themselves, their spouseor their
dependents, at an** digible educational
indtitution,” and

< haveadjusted grossincomein 2010 lessthan
$80,000; $160,000if married (theselimitsare
higher than under the Hope Credit rules). The
amount of theAOTC phases-out at income
levelsabovethis.

How Do Filere Get the Credit?

Filersmust use |IRS Form 8863 to claim the credit. It
must be attached to the tax return. Filers cannot use
1040EZ if they areclaiming thiscredit.

TheAOTCisnow worth up to $2,500—an increase
from the Hope Credit’smaximum of $1,800. The
AOTCisfigured by taking thefirst $2,000 paid
towardsthe student’squalified educational expenses,
and adding 25 percent of the next $2,000in educa-
tional expenses, upto $2,500. TheAOTC providesa
refundabl e credit worth 40 percent of thistotal, upto
$1,000. If noincometax isowed, thefiler still
qualifiesforan AOTC upto $1,000. If tax isowed,
the balance of the credit isused to reducethefiler’s
tax liability.

Qualified educational expensesfor theAOTC

include:

< Tuition (after the subtraction of tax-free
contributions such asscholarships, fellow-
ships, Pell Grants, employer assistance, and
veterans assistance)

< Course-related materials, whether or not they
arerequired for enrolIment at an educational
indtitution.

Thefollowing arenot qualifying expenses. insurance,
medical expenses, room and board, transpor-
tation, other living or family expenses, and
child care.



Where Can Filere Get Free Tax
Help?

Filers should be encouraged to avoid going to com-
mercial preparersfor tax servicesthat cost them
money. There aretwo waysthat filers can submit
their taxesfor free:

1) If they do not need much help, they canfiletaxes
themselves. They can use paper forms, or they
canfileelectronically for freeusing | -CAN! E-
File, aweb-based softwarethat isavailable at
www.MichiganEl C.org or www.icanefile.org. It
iswritten at afifth-gradeliteracy level andis
availablein Englishand Spanish.

2) Filerscan also get freetax assistance at one of

themany Volunteer Income Tax Assistance
(VITA) sitesaround Michigan. Information on
thelocation and hoursof theVITA sitesis
availableat www.MichiganEIC.org or by calling
2-1-1 (or 1-800-552-1183if 2-1-1isnotavail-
able). Insomecounties, 2-1-1isalsoableto
determine EITC digibility or set appointmentsfor
tax assistance.
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FEDERAL MAKING WORK

PAY CREDIT

(Tax Year 2010)

What Ie 11?7

Established by theAmerican Recovery and Rein-
vestment Tax Act of 2009 (ARRA), theMaking
Work Pay Credit (MWPC) isanew tax credit worth
up to $400for individualsand $300 for married
couplesfiling jointly, regardless of whether or not
they areraising children. 2010 isthelast year that
thiscredit will beavailable.

Who Qualifiee?

Toqualify for the MWPC in 2010, aworker must
haveavalid Socia Security number and cannot be
claimed asadependent for 2010 by another indi-
vidud.

< Thereareno agelimitsfor workersto qualify
for the MWPC.

<> The MWPC isamaximum of $400 ($800 for
married couplesfiling jointly) for workerswith
adjusted grossincome up to $75,000 ($150,000
forjointfilers). Atincomesabovethoselevels,
the amount of the MWPC phases out and
reacheszero at $95,000 ($200,000 for joint
filers).

Inthe case of married coupleswhofilejointly, at
least one spouse must haveavalid Socia Security
number for the coupleto qualify for the MWPC.

How Do Filere Get the Credit?

Inorder to quickly providetheincreaseinincome
fromthiscredit to most workersduring 2010, the
IRS has adjusted the standard withhol ding tables that
employersuseto determine how much incometaxis
withheld from each paycheck. Lessincometax is
withheld to provide the benefit of the MWPC; asa
result workers could get as much as $50 per month
inincreased take-home pay in 2010.

Workerswho did not get the MWPC intheir pay-
checksduring 2010 will need to claimthe MWPC as
arefund when they do their 2010 taxes. They must
complete RS Schedule M, ** Making Work Pay and
Government Retiree Credits,” and attach it to the
tax return. Suchworkersinclude:

< Workerswho earned too littleto haveincome
tax withheld from their pay;

< Sdlf-employed workerswith net earningswho
did not reduce the amount of incometax they
paidintheir quarterly estimated tax returns
(low-income self-empl oyed workersoften do
not file estimated returns); and

< Thosewho earned enough to haveincometax
withheld by their employer, but didn't work
enough weeksin 2010to receivetheir full
MWPC. Theseworkerscan claimthe
bal ance of the MWPC asarefund on their
2010return.



To take advantage of the MWPC, employees
do not need to make any adjustmentsto the
number of exemptionsthey claim, and do not
need to giveanew FormW-4‘“ Employee
Withholding Allowance Certificate’ totheir
employer. However, someworkers may risk
owing money back tothe |RSand should
adjust their withholding ontheir FormW-4to
prevent the MWPC from being deducted from
their paychecks. Suchworkersinclude:

< Workerswho are not éligiblefor the MWPC,
such as dependents or those who don’'t havea
valid SSN. They risk owing additional tax when
they filetheir returnif they accept the MWPC
increaseintheir take-home pay.

< Workerswho have morethan onejaob. If the
amount of incometax withheldisreduced at
each job, they might receilvemorethan $400in
overal additiona take-homepay fromthe
MWPC, and as aconsequence would owe
additional incometax at theend of theyear.
Such workers should increase the amount
withheld from their paychecksfor any addi-
tional job they hold or adjust their Form\W-4
with their employer if they start asecondjob
later intheyear.

Where Can Filere Get Free Tax
Help?

Filersshould be encouraged to avoid going to com-
mercial preparersfor tax servicesthat cost them
money. Therearetwo waysthat filers can submit
their taxesfor free:

1

2)

If they do not need much help, they canfiletaxes
themselves. They can use paper forms, or they
canfiledectronically for freeusing I-CAN! E-
File, aweb-based softwarethat isavailable at
www.MichiganElC.org or www.icanefile.org. It
iswritten at afifth-gradeliteracy level andis
availablein Englishand Spanish.

Filerscan also get free tax assistance at one of
the many Volunteer Income Tax Assistance
(VITA) sitesaround Michigan. Information on
thelocation and hoursof theVITA sitesis
availableat www.MichiganEl C.org or by calling
2-1-1(or 1-800-552-1183if 2-1-1lisnotavail-
able). Insomecounties, 2-1-1isaso ableto
determine EITC digibility or set appointmentsfor
tax assistance.

e ﬁ
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CTATE EARNED INCOME
TAX CREDIT

(Tax Year 2010)

What ic it?

TheMichigan Earned Income Tax Credit (Michigan
EITC), likethefederal EITC, isdesigned to supple-
ment wages and reduce the tax burden on low- or
moderate-incomeworkers. Tax Year 2010isthe
third year inwhichit will bein effect.

Who Qualifiee?

All workerswho aredigiblefor thefederal EITC
arecategoricaly eligiblefor thestate EITC.

How Doec It Work?

Thestate EITCfor Tax Year 2010isequal to 20
percent of thefederal EITC.

How Do Filere Get the Credit?

Filersmust do their federal taxesfirst. Afiler's
completed federal tax formwill indicate the amount
of federal EITC for which heor sheiséligible. The
filer then smply writesthat federal EITC amount
onLine28aof theMI-1040. Thefiler then multi-
pliesthat amount by .20 (20%) and entersthat
amount on Line 28b.

Where Can Filere Get Free Tax
Help?

Filers should be encouraged to avoid going to com-
mercial preparersfor tax servicesthat cost them
money. There aretwo waysthat filers can submit
their taxesfor free:

1) If they do not need much help, they canfiletaxes
themselves. They can use paper forms, or they
canfileelectronicaly for freeusing | -CAN! E-
File, aweb-based softwarethat isavailable at
www.MichiganEl C.org or www.icanefile.org. It
iswritten at afifth-gradeliteracy level andis
availablein English and Spanish.

2) Filerscan also get freetax assistance at one of
themany Volunteer Income Tax Assistance
(VITA) sitesaround Michigan. Information on
thelocation and hoursof theVITA sitesis
availableat www.MichiganEl C.org or by caling
2-1-1 (or 1-800-552-1183if 2-1-1isnot avail-
able). In somecounties, 2-1-1isaso ableto
determine EITC digibility or set appointmentsfor
tax assistance.

Remember...

The state EITC is 20 percent of the federal EITC for Tax Year 2010, and is refundable—filers can
receive ahigher credit than the amount of money they owe in Michigan income tax.
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CTATE CHILD DEDUCTION

(Tax Year 2010)

What Ie 11?7

The Sate Child Deduction isadeduction for Michi-
gan taxpayersraising children under 18 yearsof age.

Who Qualifiee?

Taxpayerswho claim children asdependentson their
federal incometax form qualify if thechildrenare
under age 18 as of December 31, 2010.

How Doec It Work?

A deduction of $600 can be claimed for each child up
to 18 yearsof agethat isclaimed asan exemption on
thefederal tax form.

How Do Filere Get the Credit?

Familiesmust fill in Line 9d onthe M 1-1040income
tax form. The M 1-1040 EZ form cannot be used.

Where Can Filere Get Free Tax
Help?

Filersshould be encouraged to avoid going to com-
mercial preparersfor tax servicesthat cost them

money. There aretwo waysthat filers can submit
their taxesfor free:

1) If they do not need much help, they canfile
taxesthemselves. They can use paper forms, or
they canfileeectronically for freeusing | -
CAN! E-File, aweb-based softwarethat is
availableat www.MichiganEIC.org or
www.icanefile.org. Itiswritten at afifth-grade
literacy level andisavailablein Englishand
Spanish.

2) Filerscanalso get freetax assistance at one of
the many Volunteer Income Tax Assistance
(VITA) sitesaround Michigan. Information on
thelocation and hoursof theVITA sitesis
availableat www.MichiganEl C.org or by calling
2-1-1(or 1-800-552-1183if 2-1-1lisnot avail-
able). Insomecounties, 2-1-1isaso ableto
determine EITC digibility or set appointments
for tax assistance.

Remember...

The State Child Deduction isnot adeduction for the cost of child care. Itisavailabletotaxpayers
raising children, regardless of whether they have child care costs.

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



CTATE HOMECTEAD

PROPERTY TAX CREDIT

(Tax Year 2010)

What Ie 11?7

The Homestead Property Tax Credit isastate
benefit availableto eigible Michigan resdentswho
pay high property taxesor rent, inrelation to their
income.

Who Qualifiee?

Filerswho own ahomemay qualify foraHome-
stead Property Tax Credit if:

< Thehomestead (i.e., the principle place of
residence) isin Michigan,

< Thefiler livedinMichiganfor at |least 6 months
in2010;

< Thefiler washilled for property taxesor paid
rent on aMichigan homestead; and

< Thefiler’sincomeisbe ow $82,650.

How Much ic the Credit?

Theamount of the credit depends on the amount of
income-$1,200 isthe maximum credit. The com-
puted 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 beissued asarefund.

How Do Filere Get the Credit?

< Applicantsmust use Form MI-1040CR. An
applicant should complete both Form M1 -
1040CR and Form M1-1040CR-2if the
applicantisany of thefollowing:

—blind and ownsahomestead
—activeinthemilitary
—andigibleveteran

Applicantswho complete both formsshould
return whichever form givesalarger credit.

Where Can Filere Get Free Tax
Help?

Filersshould be encouraged to avoid going to com-
mercial preparersfor tax servicesthat cost them
money. Therearetwo waysthat filers can submit
their taxesfor free:

1) If they do not need much help, they canfile
taxesthemselves. They can use paper forms, or
they canfileelectronically for freeusing | -
CAN! E-File, aweb-based softwarethat is
available at www.MichiganEIC.org or
www.icanefile.org. Itiswritten at afifth-grade
literacy level andisavailablein Englishand
Spanish.

2) Filerscan also get freetax assistance at one of
themany Volunteer Income Tax Assistance



(VITA) sitesaround Michigan. Information on
thelocation and hoursof theVITA sitesis
availableat www.MichiganElC.org or by calling
2-1-1 (or 1-800-552-1183if 2-1-1isnot avail-
able). Insomecounties, 2-1-1isasoableto
determine EITC digibility or set appointmentsfor
tax assistance.

e
Remember... <
Homeowners do not have to file aMichigan income tax return in order to qualify for this credit.
Homeowners can file a credit claim as soon as they know their household income and property taxes

for 2010.

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.



CTATE HOME HEATING
TAX CREDIT

e —
= (Tax Year 2010)
what le itz
The Home Heating Tax Credit (HHTC) isastate Table A
benefit availableto eigiblelow-income househol dsto 2010HomeHeating Credit
help offset the cost of heating their homes. Cash SandardAllowance
assi stance recipientsand personswho receive other Your M gxgvm Income
public assistance may beeligiblefor thecredit if they Exemptions redit Limit
owned or rented ahomestead in 2010. (Form M- 0 °2r ! s:ég :12’822
.1040CRT7 must be use_d tocl gi mthecredit.) More 3 $706 $20.158
information about heating assi stance can befound at 4 $ 850 $24,272
www.michigan.gov/heatingass stance. 2 $5f igg igg,ggg
+ $14;1 for each +$4,11;l for each

Who Qualifiee?

Michigan residentsqualify if they ownor renta
homestead in the state and their incomeisbelow the
incomelimit. Residentsof congregate carefacilities
(i.e. adult foster care homes, nursing homes, homes
for the aged and substance abuse treatment centers)
areindigible.

How Doece the Credit Work?

Thecreditisbased on: 1) householdincome; 2) the
number of exemptionsclaimed; and 3) theactual
home heating costs. Thefollowing tables can be used
to determinedigibility for thecredit. Filerswhoare
eligibleunder both methods, can clamthelargest
amount.

exemption over 6 exemption over 6

Teble B) -

Exemptionsand M aximum Incomefor the
AlternativeCredit Computation
Your Exemptions (fromlinell.i) Maximum Income
Oorl $12,691
2 $17,078
3 $21,469
4 or more $22,782

What Are the Available Exemp-
tione?

Residents may claim one exemption for each of the
fallowing:

< Self, unless claimed asadependent on some-
oneelse’sreturn;



< Thefiler'sspouse;
< Thefiler’'schildrenwho livewith thetaxpayer;

< 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 Filere Get the Credit?

< Filerswho pay their heating billsthemsalves,
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 the rent will

be sent acheck for one-half of the credit amount.

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

Note: If the credit amount exceedsthefiler’s
heat account balance, thefiler may receivea
refund from the heat provider for the overpay-
ment, if digible. (Tobedigible, thefiler must
have no outstanding balance with the heat
provider and must not havereceived heat assis-
tanceinthe past 12 months.) If not eligible, the
excessrefund will be applied toward future bills.
If, after ninemonths, arefund balance still
remains on account with the heat provider, the
heat provider will issuearefund.

Where Can Filere Get Free Tax
Help?

Filers should be encouraged to avoid going to com-
mercial preparersfor tax servicesthat cost them
money. There aretwo waysthat filers can submit
their taxesfor free:

1) If they do not need much help, they canfiletaxes
themselves. They can use paper forms, or they
canfileelectronically for freeusing I -CAN! E-
File, aweb-based softwarethat isavailable at
www.MichiganEIC.org or www.icanefile.org. It
iswritten at afifth-gradeliteracy level andis
availablein English and Spanish.

2) Filerscanalso get freetax assistance at one of
the many Volunteer Income Tax Assistance
(VITA) sitesaround Michigan. Information on
thelocation and hoursof theVITA sitesis
availableat www.MichiganEl C.org or by calling
2-1-1(or 1-800-552-1183if 2-1-1isnot avail-
able). Insomecounties, 2-1-1isaso ableto
determine EITC digibility or set appointmentsfor
tax assistance.

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 2010. Applications (M1-1040CR-7) can befiled as early as January 1,
2011 for tax year 2010, but filers must file before September 30, 2011.

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.
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