Michigan League for Human Services

DATE: January 5, 2007
TO: Friendsand Colleagues
FROM: Sharon Parks, Vice President for Policy

SUBJECT: Money Back in Michigan, 2007

Theyear 2006 saw acontinuation of joblossand hardshipin Michigan, asmany working families experi-
enced unemployment or underemployment, or worked in jobsthat pay low wages. Fortunately, these and other
low-incomefamiliesand individuasaredligiblefor tax creditsthat can bring money back into their households,
either by reducing taxesthey oweor by providing arefund to thefamily.

TheMichigan Leaguefor Human Servicesispleased to send you the 2007 edition of M oney Back in
Michigan, an outreach effort that promotes awareness of variousfederal and statetax creditsavailabletolow
and moderate income households. Thispacket isdesigned to assist organizationsthat servelow-incomeindi-
viduasand familiesby providing timely information about creditsfor which they may qualify. Thetax credits
areavailableboth to individual swho fileincometax returnsand those who are exempt fromfiling, and some
credits can be claimed after the normal incometax filing deadline.

M oney Back in Michigan flyerscan bedistributed or displayed inlocal offices, libraries, community
centers, and retail businesses. The League urgesyou to sharethisinformation with your clientsand with those
inyour community who work with low-incomeindividua sand families. In particul ar, emphas zetheimportance
of using freetaxpayer assi stance services. By sharing thisinformation you will be helping to put money back
into low-income households. M oney Back in Michigan can be downloaded from http://www.MiLHS.org, and
isasoavailableby calling the Leagueat (517) 487-5436.

Of particular notethisyear isthat all familieswho paid tel ephone excise taxes during the past few years
(whichincludes most familieswho had phone service) will receive aone-timerefund on thosetaxes. A record
of past phonebillsisnot necessary to claim therefund. For telephone userswho file afederal incometax
return, therefundisintheform of afederal incometax credit. For thosewho earntoo littleto owefederal
incometax and who consequently do not plantofileareturn, thereisaspecial telephone excisetax refund form
available. Tax Year 2006 isthe only timethisrefund will beavailable.

Wewould aso liketo remind you of theMichiganEIl C.or g website, sponsored by the Michigan Statewide
Earned Income Tax Credit Coalition and the Michigan Poverty Law Program. Thiswebsite
(www.michiganeic.org) offersaccessto the Michigan Poverty Law Program’s|-CAN! EICTM, which pro-
videsoutreach, support and training on thefederal creditsand anew free web-based e-filing system for [ow-
incometaxpayers.

If you have any questions, pleasefeel freeto contact the League at 517-487-5436.

1115 SOUTH PENNSYLVANIA AVENUE « SUITE 202 « LANSING, MICHIGAN 48912
517.487.5436/PHONE ¢ 517.371.4546/FAX « WWW.MILHS.ORG
AUNITED WAY AGENCY



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

Tax Year 2006

An outreach effort sponsored by the Michigan League for Human Services with support
from the Ford 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 individuaswhofileincometax
returnsaswell asthosewho are exempt fromfiling requirements. Inaddition, some creditsareretroac-
tiveand can be claimed after the normal incometax filing deadline of April 15th. Thisyear, resdentscan
also get arefund for some of thetaxesthey paid ontheir telephonebill during the past several years.

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 atoll-free phone number (1-800-865-
8683) and awebsite (www.michiganeic.org) to assist tax filers, service providersand volunteers. Filers
can call thenumber or visit thewebsite to find out more about the EI TC and whether they qualify, and
filersand volunteerscan learn about Volunteer Income Tax Assistance (VITA) sitesinthelr communities.
For low-incomefilers, thewebsite also providesfree onlinetax preparation and filing through thel -
CAN!EIC program.

Prepared by the Michigan League for Human Services with support from the Ford 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 2006. (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, 2007. 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.

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



The Federal Earned Income Tax Credit (EITC)

2006 Fact Cheot

What Ie 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 thoseaready inthe
work force, and rewardsindividua swhofind
employment.

Who Can Claim The EITC?
< Single or married peoplewho worked at some
point in 2006, self-employed workers, cash as-
sistancerecipientswith earned income, and le-
gd immigrantscan all quaify for theEITC, de-
pending onther 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
theEEITC. Itisnot availableto taxpayerswho
fileasmarriedfiling separately.

How Can a Worker Claim The EITC?
< Workersraising childrenin 2006 must file
either Form 1040 or 1040A and must fill out
and attach Schedule EIC. Workerswho were
not raising childrenin 2005 canfileany tax
formincluding the 1040EZ.

< Married workersmust fileajoint return to get
theEITC.

<> Workerswho areraising children can get part
of their EITC benefitsinther 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
Option shouldtalk totheir employers. Busi-
nessesare required by law to provide ad-
vanced EITC paymentsupon request, usinga
W-5 Earned Income Credit Advance Payment
Certificate.

< Workerscan claimthe EITCfor 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 $32,001 (single) or
$34,001 (married) in 2006 can get an
EITC of upto $2,747.

— Workerswho rai sed morethan one child
and had earnings of lessthan $36,348
(single) or $38,348 (married) in 2006
canget an EITC of upto $4,536.

— Workerswho did not carefor achildin
their home, but were at least age 25 and
under age 65 on December 31, 2006
and had earningsbelow $12,120 (single)
or $14,120 (married), canget an EITC
of upto $412.

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



Which Children Can Be Counted For
EITC Purpocec?

< Qualifying children must be under age 19,
under age 24 if they arefull-time students, or
any ageif they aretotally or permanently
disabled.

<~ Sons, daughters, stepchildren, grandchildren,
and adopted childrenareall considered
qudifying childrenaslong asthey lived withthe
taxpayer for morethan half theyear.

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

< A vdid socia security number isrequired for
any qudifying child born before December 31,
2006.

What About Paying Taxee And The
IRC?

< ThelRSwantsto ensurethat the EITC reaches
the peoplethat it wasintended to help. To
reduce EITC error and fraud rates, the IRS
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” thatis
lessthanthetax bill.

Doee The EITC Affect Publiec 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 reduce the 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. TofindtheVITA sitenearest you,
contact the EITC Statewide Coalition at
1 (800) 865-8683 or go to
www.michiganeic.org.

4. Familiesthat qualify for theEITC may dsobe
abletoreceive other tax creditssuch asthe
Michigan Homestead Property Credit, the
Federal Child and Dependent Care Credit, the
Michigan HomeHeating Credit and federal
and state child creditsand deductions.

5. Creditunionsand Michigan Works! Agencies
areoffering afreeweb-based tax filing service
caledI-CAN!EIC™- Written at afifth-grade
level, ICAN!EIC dlowsfilersto completeand
e-filefederal and statetax returnsontheir own

clickonICAN!EIC.

[

Remember...

There is a new website that tax filers can access for assistance: http://www.michiganeic.org

at no cost. Go to www.michiganeic.organd

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



FEDERAL EARNED INCOME

TAX CREDIT

(Tax Year 2006)

Could You Use Money Back From

Your Earned Income?

What Ie 11?7

TheEarned IncomeTax Credit (EITC) is part of
thefederal incometax code. It isdesigned to supple-
ment wages, and to reduce the tax burden onlow- or
moderate-incomeworkers. 663,336 working familiesin
Michigan claimed atotal of morethan $1.2 billionin
tax creditsthrough the EITC for tax year 2005.

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 2006. A
qualifying child isachild whoisunder age 19 at
the end of 2006, or under age 24 if afull time
student. (Thisrequirement isdifferent from that of
the Federa Child Tax Credit.)

How Does It Work?

Depending on digibility andincomelevel, workers
eligiblefor the EITC either get money back or pay less
intaxes.

< Eligibleworkersraisngonequalifyingchildin
the homewith adjusted grossincome of less
than $32,001 (single) or $34,001 (married) in
2006 can get an EITC of upto $2,747.

< Eligibleworkersraising morethan onequalifying
child inthehomewith adjusted grossincome of
lessthan $36,348 (single) $38,348 (married) in
2006 can get an EITC of upto $4,536.

< Eligibleworkerswhowerenot raising childrenin
their home but who were at |east age 25 and
under age 65 on December 31, 2006 and had an
adjusted grossincome of lessthan $12,120
(single) or $14,120 (married) cangetan EITC
upto$412.

How Do You Get the Credit?

< Workersraising childrenin 2006 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 2006 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?

Cdl thelRSat 1 (800) 829 3676 to request Form
1040. (Be patient—the 24-hour lineisoften busy.)
For information or assistancewith your claim, call the
Statewide EITC Coalition’shotlineat 1 (800) 865-
8683.

Remember...

Avoid commercial tax preparers offering “rapid refund” packages. They often charge ahigh fee, taking
a large percentage of your EITC refund. Try to locate a free VITA program near you if you need

assistance with your income taxes.

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



FEDERAL CHILD TAX
CREDIT

(Tax Year 2006)

Would a Reduction in Federal

Taxee Help You?

child whoisnot adependent, he or she must complete
Form 8901).

What Ie 11?7

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.

How Doec It Work?

< Taxpayersmust have taxable earned income

Who Qualifiee?

The Federa 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 2006 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

over $11,300in 2006 to qualify for arefund.
Single parentswith income up to $75,000 and
married parentswith incomesup to $110,000
(filingjointly) first apply aFederal Child Tax
Credit of $1,000 per childtoreduceor diminate
their tax liability. Familieswho still 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
incomeover $11,300.

< Filerswith children who receivethe Earned

IncomeTax 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 2006. Workers



who received an advance payment on their < Filerswith three or more children, and some

Child Tax Credit must deduct thisamount on other filers, aredigibletotakethe“ Additional
their tax form. Taxpayerswho received a Child Tax Credit”. Filerscan determineif they
credit that issmaller than theamount they aredigibleby filling out the CTC worksheet.
received in advance, or who no longer quaify Filersclaiming theadditional credit must dso
for the credit, are not required to pay back the complete|RSForm 8812.

refund.

Do You Need Help With Your Claim?

How Do You Get the Credit? Call 1 (800) 829-3676 to receive acopy of the IRS
< Toclamthecredit, workersmust file Form 1040 Form 8812, or contact alocal Volunteer Income Tax

or 1040A, whichincludeadetailed Child Tax Assistance (VITA) site near you, or call 1 (800) 865-
Credit Worksheet. Sincetheworksheetisfairly 8683 for assistance. Be patient—the 24-hour lineis
complicated, they should be encouraged to seek often busy.
assistance from afree Volunteer Income Tax
Assistance (VITA) site near them. Workers
claiming the Child Tax Credit cannot usethe
1040 EZ.

Remember...

Workers who know they will be eligible for the Federal Child Tax Credit in 2006 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 and
Charles Sewart Mott Foundations and local United \\ays.



FEDERAL CHILD s

(Tax Year 2006)

DEPENDENT CARE CREDIT

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

What Ie 11?7

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

Who Qualifiee?

Familiescanclamthiscredit if:

< They paidfor carein 2006 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
2006 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 canclaimup
to $3,000 and receive acredit of up to $1,050.
< Familieswith morethan onechild canclamup
to $6,000 and recelve acredit of up to $2,100.
< Thecredit will reducethe 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?

Cadl thelRSat 1 (800) 829 3676 to request Form
2241. For assistance, call the Statewide EITC

Cadlition’shotlineat 1 (800) 865-8683 or the Na-
tional Women's Law Center at 1 (202) 588-5180.

Remember...

The Child and Dependent Care Credit is available to any family that pays for the care of achild or other

dependent, regardless of income.

Prepared by the Michigan League for Human Services with support fromthe Ford and
Charles Sewart Mott Foundations and local United \\ays.



CTATE HOMECTEAD
PROPERTY TAX CREDIT

(Tax Year 2006)

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 Qualifiee?

Filer’swho own ahome may qualify for aHomestead
Property Tax Credit if:
< Thehomestead (i.e., the principle place of
residence) isinMichigan;
< Thefilerlivedin Michiganfor at least 6 monthsin
2006;
< Thefiler paysproperty taxesor rentona
Michigan homestead; and

< Thefiler'sincomeisheow $82,650.

How Much ic the Credit?

Theamount of the credit depends on the amount of
income-$1,200 i sthe 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 Ml -
1040CR and Form MI-1040CR-2 if the applicant
isany of thefollowing:

— blind and ownsahomestead
—activeinthemilitary
—anédigibleveteran

Applicantswho complete both formsshould
return whichever form givesalarger credit.

Do You Need Help With Your Claim?

Torequest forms, call the Michigan Department of
Treasury at 1 (800) 367-6263 or call from afax phone
1 (517) 241-8730to receiveformsby fax. Filable
formsarealso available ontheweb site:
www.treasury.state.mi.us. Call 1 (800) 865-8683 for
helpfilling out theform. Call Michigan Tele-Help
System 1 (800) 827-4000 (ext. 311 for the Property
Tax Credit) for an automated system of information

anytime.

Remember...

You do not have to file a Michigan income tax return in order to qualify for the credit. If you do not have to
file, you can file a credit claim as soon as you know your household income and property taxes for 2006.

Prepared by the Michigan League for Human Services with support fromthe Ford and
Charles Sewart Mott Foundations and local United \\ays.



CTATE HOME HEATING
TAX CREDIT

M (Tax Year 2006)

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 2006. (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 $378 $10,786

2 509 14,529

3 640 18,271

4 771 22,014

5 902 25,757

6 1,033 29,500

+ $131 for each +$3,740 for each
exemption over 6 exemption over 6
TableB -
Exemptionsand M aximum IncomeUsingthe
AlternativeCredit Computation
Your Exemptions (fromlinel.1) Maximum Income

Oorl $12,066
2 $16,230
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?

Obtain Form MI-1040CR-7 by calling 1 (800) 367-
6263 or fax phone 1 (517) 241-8730 to receiveit by
fax. Call 1(800) 827-4000 to check the status of a
clam. Call 1 (800) 487-7000 for preparation assis-
tance. Call 1-(800) 373-3742 for questions about
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 2006. Applications (M1-1040CR-7) can befiled as early as January 1,
2007 for tax year 2006, but filers must file before September 30, 2007. Those who file before April 17,

2007 receive priority in processing.

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



CTATE CHILD DEDUCTION

(Tax Year 2006)

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, 2006.

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.

Remember...
Thisisreferred to asan exemption on thetax form M1-1040, line 9 (d) for tax year 2006.

Prepared by the Michigan League for Human Services with support fromthe Ford and
Charles Sewart Mott Foundations and local United \ays.



FEDERAL TELEPHONE TAX

., < REFUND

(Tax Year 2006 ONLY)

You Can Get a Refund on the Federal Tax You

Paid on Your Long-Dictance Telephone Bill

What Ie 11?7

TheTelephoneTax Refund isavailableto anyone
who had long-distancetelephone service (land line, cell
phone or internet voice-over) between February 28,
2003 and August 1, 2006. Phonebill statements
arenot necessary to claim therefund.

Why a Refund?

L ong-distance customers have been paying an excise
tax on their telephonebill for several years. Federa
courtsrecently determined that the IRSwas not
justified in collecting thistax, and beginning in Septem-
ber 2006, thetax no longer appeared on customer
phonebills.

Who Can Receive the Refund?
Therefundisavailableto anyone (including thosewho
pay no federal incometax) whowasbilled for the
following types of long-di stance service between
February 28, 2003 and August 1, 2006:

< Standard land-line telephone with long-distance
service

< Céll phoneservice

< Internet long-distance calling plans (\Voice-over
Internet Protocol service)

Thosewho had long-distance service only through pre-
paid telephone calling cards may not claim therefund,
because the companiesthat provide such cardswere
required to pay thetax in advancedirectly totheIRS.

How Can You Get the Refund?

Applicantswho fileafederal incometax returnwill
get therefund subtracted from the amount of tax they
owe, or added to theamount of credit they receive,
evenif they arenot liablefor any federal incometax.
(Thiswill beonline71 on Form 1040, line42 on Form
1040A, and Line9 on Form 1040EZ.) Long-distance
customerswho don't expect to owe any federa
incometax and do not plantofileatax return must fill
out aspecial form created for thispurpose, 1040EZ-T.
Householdsand individualsfilingatax return
should not file Form 1040EZ-T!



How Much ie the Refund? Do You Need Help With Your Claim?

The standard refund amounts are based on the number Contact alocal Volunteer Income Tax Assistance
of exemptionsataxpayer can claimin 2006: (VITA) site near you, or call 1 (800) 865-8683 for

4+ $30-oneexemption (single person) assistance. Be patient—the 24-hour lineisoften busy.

< $40-two exemptions(i.e. filer with onechild or
married couplewithout children)

< $50-threeexemptions (i.e. filer with two children
or married couplewith onechild)

< $60-four or moreexemptions(i.e. filer with three

or more children or married couple with two or
more children)
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Remember...

The Federal Telephone Tax Refund is available to any family that paid for long-distance telephone
service between February 28, 2003 and August 1, 2006.

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