The Federal and State Earned Income Tax Credite (EITC)

Tax Year 2011 Fact Cheet

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 2011, self-employed workers, cash
ass stance recipientswith earned income, and
legal immigrantscanall qualify fortheEITC,
depending ontheir income.

< Workerswhose earningsaretoo small to have
paidfederal 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
$3,150in 2011 may not claimthe EITC.

How Can Workere Claim the EITCe?

< Marriedworkersmust fileajoint returnto get
theEITCs.

< Togetthefedera EITC, workersraising
childrenin 2011 must file either Form 1040 or
1040A and must fill out and attach Schedule
EIC. Workersnot raising childrenin 2011 can
fileany tax formincluding the 1040 EZ.

< 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: $36,052 | $41,132 $40964 | $46,044 $43998 | $49,078 $13660 | $18740
Can get a federal EITC up to: 83,04 $,112 $5,751 64
Canget astate EITC upto: $619 $1,022 $1,150 3
ForaTotal EITC
Amount upto: $3,713 $6,143 $6,901 $57




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, nephewsor foster children placed by an
agency 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, 2011.

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
Incomeor federally ass sted housing programs. For
certain programs, theremay be specified deadlines
by which the benefit must be spent.

Additional Tipe

1. Theuseof rapid refundsoffered by commer-
cial tax preparersisdiscouraged. They are
high-interest |oansthat reduce the amount 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




