Michigan League for Human Services

DATE: January 22,2010
TO: Friendsand Colleagues
FROM: Sharon Parks, President & CEO

SUBJECT: Money Back in Michigan, 2010

TheMichigan Leaguefor Human Servicesispleased to send you the 2010 edition of M oney Back in
Michigan, an outreach effort that promotes awareness of variousfederal and statetax creditsand deductions
availabletolow- and moderate-income households. Thispacket isdesigned to assist organizationsthat serve
low-incomeindividual sand familiesby providing timely information about creditsfor which they may qualify. It
includesflyersthat can bedistributed or displayed inlocal offices, libraries, community centers, and retail busi-
nesses.

Thisisthe second year that the Michigan Earned Income Tax Credit will be availableto low- and moderate-
incomeworking families. Despite several proposalsto freezethiscredit or reduceits scheduled increase, eligible
filerswill beableto claimacredit on their 2009 Michigan taxesthat isequal to 20 percent of their federal Earned
Income Tax Credit—twice the percentage that they claimed for Tax Year 2008! M oreover, familieswith three or
more childrenwill be ableto claim ahigher earned income credit amount than in previousyears, on both their
state and federal tax forms.

There are several other tax changesthisyear that benefit working families, asa result of the Ameri-
can Recovery and Reinvestment Act. Thefederal Child Tax Credit isnow availableto familiesearning as
little as $3,000, as opposed to $8,500in Tax Year 2008. The new federal Making Work Pay Credit adds $400 and
$800to the budgets of single and married workers, respectively. Finally, the refundable American Opportunity
Tax Credit makes postsecondary education more affordabl e for workerswho might not otherwise be ableto
attend college.

AsMichigan’seconomic outlook continuesto be bleak, thetax creditsexplained in this packet make adifference
inthewell-being of the thousands of Michigan workerswho rely onincomefrom low-wagejobsto support their
families, have experienced economic dis ocation, or have been feeling mounting pressurefromrising housing,
utility, fuel and health care costs. Thetax credits bring money back into their househol ds, either by reducing the
taxesthey owe or by providing arefund to thefamily, and are available both to individualswho fileincometax
returnsand those who are exempt from filing.

The League urgesyou to sharethisinformation with your clientsand with thosein your community who work
withlow-incomeindividuasand families.
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“"Returning tax dollare to low-income
Michigan houceholde”

Tax Year 2009

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 Child Tax Credit, the Child and De-
pendent Care Credit, theAmerican Opportunity Tax Credit, and the Making Work Pay Credit. Michi-
gantax creditsincludethe state Earned Income Credit (now at 20% of thefedera credit), theHome
Heating Credit, the Homestead Property Tax Credit, and the Child Deduction. Some of these creditsare
availabletoindividua swho are exempt fromfiling requirements. Inaddition, somecreditsareretroactive
and can be claimed after the normal 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 hasestablished awebsite (www.MichiganEl C.org) to assist
tax filers, service providers, and volunteers. Filerscan visit thewebsite to find out more about the EITC
and whether they qualify, and they can usethewebsite’sfreel -CAN! E-Fileprogram (also available at
www.icanefile.org) to prepareand filetheir taxesonline. Filersand volunteers can a so find out about free
Volunteer IncomeTax Preparation (VITA) stesintheir communitiesby going to thewebsiteor by calling
2-1-1. (Note: If your organization is not located in a county with 2-1-1 service, substitute 1-800-
552-1183for 2-1-1inyour article.)

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.



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 2009. (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.

Unlike most tax credits, which need to be claimed on tax formsfiled before April 15, thehome
heating credit can befiled aslate as September 30, 2010. Agenciesand organizationsthat servelow-
income peopl e are encouraged to maketheir clientsaware of the credit and to assist theminfiling for the
creditif needed. Filerscan alsofind out whereto receive ass stancethrough the Michigan Statewide
EITC Coadlition’swebsite (www.MichiganEl C.org) or by calling 2-1-1.

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.



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, it costs alot of money to
pay atax preparer to help you fill out your
forms. If you want aquick refund (whichis
really ahighinterest loan), that will cost even
more money. Do you want to spend hundreds
of dollarsto get your EITC?

Don't put Keep Your Money
If you expect alarge EITC refund, then paying hundreds of dollars
your for aquick refund may not seem like alot of money. However, it

fu d . iIsyour money. Think about what you could useit for.
retund in Fortunately, you have three other choices:

1) Fill out paper formsyourself. The instructions for
compl eting the tax forms include worksheets and tables.
You can get these for free from the post office, libraries and
one other locations, or call 1-800-TAX-FORM.

some~

ngg'g 2) Fill out your taxes onlinefor freeusing |-CAN! E-File by
going to www. MichiganEIC.org or www.icanefile.org

pockeﬂ 3) Find out where you can go for free tax help by going to
- www. MichiganEIC.org or calling 2-1-1. (If no answer,

call 1-800-552-1183.)

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.



The Federal and State Earned Income Tax Credite (EITC)

Tax Year 2009 Fact Cheet

What are the EITCe?

< They aretax breaksfor working familiesand
individuds

< They arepart of thefederal and statetax codes
and aresmilar to tax refunds.

< 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-
cipation of thoseaready inthework force,
and rewardsindividua swho find employment.

Who Can Claim the EITC?

< Singleor married peoplewho worked at some
point in 2009, 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.

How Can Workere Claim the EITCe?

< Marriedworkersmust fileajoint returnto get
theEITCs.

< Togetthefedera EITC, workersraising
childrenin 2009 must file either Form 1040 or
1040A and must fill out and attach Schedule
EIC. Workersnot raising childrenin 2009 can
fileany tax formincluding the 1040EZ.

< Togetthestate EITC, workerssimply need to
enter theamount of their federal EITCfrom
their federd tax formonto line 31acof their
Michigantax form, and then multiply that
number by .20 (20%) and put it on line 31b.

< Workerswho areraising children can request
the Advance Payment Option from their em-
ployersusing FormW-5. Thisenablesthemto
get part of their federd EITC intheir pay-
checksthroughout theyear and part in acheck
fromthelRSafter they filetheir tax return.
Employersarerequired by law to providethis
option upon request.

<> Workerscan claimthefedera EITCfor thepre-
viousthreetax yearsaswell asthe current year.

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: $35463 | $40,463 $40295 | $45295 $3279 | $48279 $13440 | $18440
Can get a federal EITC up to: $3,043 $5,028 $5,657 57
Can get astate EITC up to: $608 $1,006 $1,131 1
ForaTotal EITC
Amount upto: $3,657 $6,034 $6,783 $48

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



Whieh Children Can Be Counted for
EITC Purpocee?

< Qualifying children must be under age 19, under
age24if they arefull-time students, or any ageif
they aretotally or permanently disabled. They
must be younger than the person claiming the
child, unlesstotaly and permanently disabled.

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

<~ 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 arenot
claimed on another person’stax return.

< Avdid Socid Security number isrequiredfor any
qualifying child born before December 31, 2009.

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 in compromise” that is
lessthanthetax bill.

How Can EITC Refunde Be Uced to
Build Qavinge?

<~ Filerscan usedirect deposit to split apart of
their refund into abank account or IRA. File

Form 8888 with thetax return. For more
information, go towww.splitrefunds.net.

Doec the EITC Affeet Publie Accic-
tance Benefite?

Generadly, no. TheEITCisnot counted asincome
when determining digibility for FIP cash assistance,
Medicaid, Food Stamps, 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 |oansthat reducetheamount of
money goinginto the pocketsof hardworking
taxpayerswho need the extramoney the
refund provides.

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. Credit unionsand Michigan Works! Agencies
areoffering afreeweb-based tax filing
servicecalled -CAN!E-File. Writtenata
fifth-gradeleve, |-CAN!E-Filedlowsfilers
toe-filefedera and statetax returnsontheir
own at no cost. Go to www.michiganeic.org
andclickon1-CAN!E-File, orgoto
www.icanefile.org

Remember...

You can file your taxes onlinefor freeusing I-CAN!E-Fileat http://www.MichiganElC.org or

www.icanefile.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 2009)

What ic it?

TheEarned Income Tax Credit (EITC) isde-
signed to supplement wages, and to reduce thetax
burden on low- or moderate-incomeworkers. 710,185
working familiesin Michigan claimed atotal of more
than $1.4 billionintax creditsthroughthe EITCfor
tax year 2007.

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 2009. A
qualifying child isachild whoisunder age 19 at
the end of 2009, 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 $35,463 (single) or $40,463 (married) in
2009 can get an EITC of up to $3,043.

< Eligibleworkersraising two quaifying children
inthe homewith adjusted grossincomeof less

than $40,295 (single) or $45,295 (married) in
2009 can get an EITC of upto $5,028.

< Eligibleworkersraising three or more qualifying
childrenin homewith adjusted grossincome of
lessthan $43,279 (single) or $48,279 (married)
in 2009 can get upto $5,697.

< Eligibleworkerswho werenot raising children
intheir home, but who were at | east age 25 and
under age 65 on December 31, 2009 and had
an adjusted grossincome of lessthan $13,440
(single) or $18,440 (married), cangetan EITC
of upto $457.

How Do Filere Get the Credit?

< Workersraising childrenin 2009 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 2009 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 theAdvangeEIC.

(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.

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 TAX

CREDIT

(Tax Year 2009)

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 2009 tax year.

<> Thechild must beaU.S. citizenwithavalid
Social Security number, or aresident alienwith
an Individua Taxpayer I dentification Number
(ITIN).

How Doec it Work?

< Taxpayersmust havetaxable earned income
over $3,000in 2009 to qualify for arefund.
Single parentswithincome up to $75,000, and
married parentswith incomesup to $110,000

(filingjointly) or $55,000 (filing separatdly), 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
$3,000.

< Filerswith children who receivethe 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?

< Toclaimthecredit, workersmust file Form

1040 or 1040A, whichincludeadetailed Child
Tax Credit Worksheet. Sincetheworksheetis
fairly complicated, they should be encouraged
to seek assistance from afree Volunteer
Income Tax Assistance (VITA) site near them.
Workersclaiming the Child Tax Credit cannot
usethe 1040 EZ.

< Filerswiththree or morechildren, and some

other filers, areeligibleto takethe“ Additiona
Child Tax Credit”. Filerscandetermineif they
aredigibleby filling out the CTC worksheet.
Filersclaming theadditiond credit must dso
complete|RS Form 8812.



Where Can Filere Get Froe Tax 2) Filerscanalso get freetax assistance at one of
Help? 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
2-1-1(or 1-800-552-1183if 2-1-1lisnotavail-

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

their taxesfor free: _ able). In somecounties, 2-1-1isalso ableto
1) If they donot 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 2010 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

o\ «
4\/ (T (Tax Year 2009)
What ic it? How Do Filere Get the Credit?

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

Who Qualifiee?

Familiescan claimthiscreditif:
< They paidfor carein 2009 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 paidlessfor dependent carethan their
2009income.

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 can claim
up to $3,000 and receiveacredit of upto $1,050.
< Familieswith morethan onechild canclaimup
to $6,000 and recelve acredit of up to $2,100.
< Thecredit will reduce theamount of taxes owed.
(Note: Familiesearningtoolittleto pay federa
incometaxes cannot usethiscredit).

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

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 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 2-1-1isnot 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.

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 MAKING WORK

PAY CREDIT

(Tax Year 2009)

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. The MWPC will be
availabletoworkersin 2010 and will beworth the
same amount asfor 2009.

Who Qualifiee?

Toqualify for the MWPC in 2009, aworker must
haveavalid Social Security number and cannot be
claimed asadependent for 2009 by another indi-
vidud.

< Thereareno agelimitsfor workersto qualify
for the MWPC.

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

Inthecase of married coupleswhofilejointly, at
least one spouse must have avalid Social Security

number for the coupleto qualify for the MWPC.
Thismeans one spouse could havean I TIN and the
couplecould still beédigiblefor the MWPC.

How Do Filere Get the Credit?

Inorder to quickly providetheincreaseinincome
fromthiscredit to most workersduring 2009, the
IRS has adjusted the standard withhol ding tables that
employersuseto determine how much incometax is
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 2009.

Workerswho did not get the MWPC intheir pay-
checksduring 2009 will need to claimthe MWPC as
arefund when they do their 2009 taxes. They must
complete RS Schedule M, *“ Making Work Pay and
Government Retiree Credits,” and attach it to the
tax return. Such workersinclude:

< Workerswho earned too littleto haveincome
tax withheld fromtheir pay;

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



< Thosewho earned enough to haveincometax
withheld by their employer, but didn't work
enough weeksin 2009 toreceivetheir full
MWPC. Theseworkers can claim the balance
of theMWPC asarefund on their 2009 return.

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 receivemorethan $400in
overall additional take-homepay fromthe
MWPC, and as aconsequence would owe
additional incometax at the end of theyear.
Such workers should increase the amount
withheld from their paychecksfor any addi-
tiona job they hold or adjust their Form\W-4
withtheir employer if they start asecond job
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
canfileelectronically 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.

A%,
AT ﬁ
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FEDERAL AMERICAN
OPPORTUNITY TAX

(Tax Year 2009)

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
clamtheElIC 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 be€ligiblefor the
AOTCif they:

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

< haveadjusted grossincomein 2009 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
childcare.



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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CTATE EARNED INCOME
TAX CREDIT

(Tax Year 2009)

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 2009 isthe
second year inwhich it will bein effect.

Who Qualifiee?

All workerswho aredigiblefor thefederal EITC
arecategoricaly eligiblefor thestate EITC.

How Doec It Work?

Thestate EITCfor Tax Year 2009 isequal 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
onLine3laof theMI-1040. Thefiler then multi-
pliesthat amount by .20 (20%) and entersthat
amount onLine 3b.

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 now 20 percent of the federal EITC for Tax Year 2009, having gone up from 10

percent the previous year.
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CTATE CHILD DEDUCTION

(Tax Year 2009)

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 qudlify if thechildrenare
under age 18 as of December 31, 20009.

How Doec It Work?

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

How Do Filere Get the Credit?

Familiesmust fill out aM1-1040incometax form.
TheMI-1040 EZ form cannot be used.

The State Child Deduction isnot adeduction for the

cost of child care. Itisavailabletotaxpayersraising
children, regardless of whether they have child care

costs.

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 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 gppointments
for tax assistance.

Remember...
Thisisreferred to asan exemption on thetax form M1-1040, line 9 (d) for tax year 2009.
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CTATE HOME HEATING
TAX CREDIT

e —
M (Tax Year 2009)
What Is It7
The Home Heating Tax Credit (HHTC) isastate Table A
benefit availableto digiblelow-income househol dsto 2009 HomeHeating Cr edit
help offset the cost of heating their homes. Cash SandardAllowance
assi stance reci pients and personswho receive other Your M gxgvm Income
public assistance may beeligiblefor thecredit if they Exemptions redit Limt
owned or rented ahomestead in 2009. (Form M- 0 °2r 1 $$:t132 :1(13’2‘212
.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. g $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

Table B -

Exemptionsand M aximum Incomefor the
AlternativeCredit Computation
Your Exemptions (fromlinel.1) Maximum Income
Oorl $12,590
2 $16,942
3 $21,298
4 or more $22,091

What Are the Available Exemp-
tione?

Residents may claim one exemption for each of the
following:

< 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 2009. Applications (M1-1040CR-7) can befiled as early as January 1,
2010 for tax year 2009, but filers must file before September 30, 2010. Those who file before April 17,

2010receive priority in processing.
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CTATE HOMECTEAD

PROPERTY TAX CREDIT

(Tax Year 2009)

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
in2009;

< 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 2009.
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