State Tax Preparation Training

Tax Year 2015

Who Must File A State of Michigan Tax
Return?

• Refer to the federal information
regarding earnings.

• A person who has income greater than
the MI personal exemption amount:
$3,950.

• Many times a person does NOT have an
obligation to file a federal return but
will benefit from doing so.

Starting a Michigan Tax Return

• The information from the federal return will
transfer directly to the state return.
• Information you will need from resources at
the site include the school district code and
the county code.
• Make sure disabilities are marked correctly
on the federal return because most
everything will carry over

Michigan Filing Status
•

There are three status’ to file in the state of Michigan:
married filing jointly, married filing separately, or
single.

•

If filing married filing jointly on the federal return, this
must be the status on the state return.

•

If the taxpayer is filing single, head of household, or
qualifying widower they will file single.

• If there is a same sex marriage filing married filing

jointly on the federal return they will file single on the
state return.
THE PROGRAM ALREADY COMPLETES THIS SECTION

Exemptions and Dependents

• The exemptions and dependents carry over
from the federal to the state tax forms.

• If someone is claimed on another return their

personal exemption on the state is reduced to
$1,500. The federal return will not allow any
exemption amount if a person is claimed on
the federal return.

Special Exemptions

• An additional $2,500 exemption will be

available to a person if they are paraplegic,
quadriplegic, hemiplegic, blind, deaf, or totally
and permanently disabled. UNLESS the
taxpayer, spouse, or dependent is 66 or older,
then the exemption does apply

• An additional $300 exemption for a qualified

disabled veteran and each of the dependents on
the return. A qualified disable veteran is a
veteran disabled because of an injury sustained
while in service.

Income

• Federal income carries over and you don’t
have to enter anything again.

• Most subtractions will also flow from the

federal information to state on TaxWise. If
there are pension benefits from the federal
tax return, the state tax return now requires
Form 4664 to be present. The form will
automatically generate.

•

This is why the distribution code from the 1099R
is important. It drives whether the income can be
used as a subtraction on the MI1040.

•

This is why it is VITAL that ALL income is
accurately input on the federal side. It carries
over to the state side.

Taxable Income

• AGI flows from the federal return. The
taxable income then has the state
additions and subtractions applied.

• The state exemption is applied. Then
the income is subject to tax at a rate
of 4.25%.

Use Tax
• Use tax is on line 23 of the MI 1040 form
• Use tax is tax that should be paid for out of state
purchases
• No VITA client has ever said yes, that they have made
several, and large purchases of anything out of state
• This line will be highlighted red, just select NO USE
TAX

Refundable Credits and Payments
• With the exception of the Property Tax Credit,
all the other credits on the state 1040 will
automatically calculate
• The only other credit on the state return that
VITA taxpayers receive is the MI Earned
Income Tax Credit, and that is calculated off
of the federal return.

Refund or Tax Due
• The amount that is due or refunded
will then show up on the appropriate
line indicating to do so

• The return will be automatically
defaulted to be e-filed but there is
an option to change this default if
the client wishes to paper file

Bank Information
Lastly, bank information needs to entered on the
bottom of page 2 of the MI 1040. Under Direct
Deposit and E-file Only headers

…NOW, the last two parts of the state
returns: Michigan State Credits

Homestead Property Tax Credit
and
Home Heating Credit

Property Tax Credit
Is the tax payer eligible?
There are different criteria for homeowners and renters.
Both homeowners and renters are eligible.
For Home Owners:
• The home must be in the name of the taxpayer
• Property taxes must have been charged
• Tax payer can only claim one credit, for their principle
residence
• Client must have property tax statement, the pieces of
information from that form is the taxable value of the
home as well as the property taxes
• Household resources must be below $50,000, and the
taxable value of the home must be below $135,000 to be
eligible

Property Tax Credit Eligibility
Different rules for renters:
If a person is renting a home or apartment,
there are some additional rules that apply:
• The person needs to have their name on the
lease. THERE IS NO EXCEPTION!
• The rent is counted for the number of
months paid within the unit and the and a
credit is generated by the amount of rent
paid and the client’s income

Information Needed for Renters
• The taxpayer must have the landlord’s full name and
address
• The taxpayer must know the address of the residence,
the number of months they lived at the address, and
the cost of rent
What if a person lives in a trailer?
• The taxpayer pays rent for the lot, and that can be
counted the same way as rent
• There is a checkbox to indicate that the rent is lot
rent

Alternative Housing Facilities
• Alternative Housing Facilities includes subsidized
apartments, housing, and section 8
• The total amount paid for rent will be calculated by
the tax preparer and totaled on line 54
• Many times clients do not realize there is a
difference between regular and subsidized rent. If
rent seems low, this is a good time to ask if the
home is subsided. A list of subsidized apartment
complexes are in the volunteer folders.

Other Information Needed for the
Property Tax Credit
• Household Resources – not the same as
adjusted gross income from the federal
return (page 1)
• Other adjustments (page 2)
• HMO/ Insurance premiums paid (page 2)

Household Resources
• Beginning in 2012, household income has been
replaced with total household resources. Total
household resources include all income (taxable
and nontaxable) received by all adult household
members during the year, including income that
might be exempt from federal adjusted gross
income. Net losses from business activity may
not be used to reduce total household
resources.
• This money is not taxes in any way

Household Resources Checklist
• The full list is on page one of the MI CR 1
(Property Tax Credit) form.
• There are the most common forms seen at
the tax sites that need to added:
- SSI
- Child Support
- FIP (state assistance, welfare, cash
assistance)
- Gifts (from a family member), etc.

Adjustments
• Student loan interest
• Half of the self employment tax
• Adjustments from the federal with carry to state
• An adjustment that the tax payer will want to ask

the client about is out of pocket premiums paid for
insurance. If a person has full auto insurance
coverage, the taxpayer may claim $130 that can be
counted toward a medical insurance premium. They
can count more if they know it was higher and has
documentation.

Michigan Home Heating Credit
• Created to help low income individuals pay for heat.
• Only available to the homeowner or person with the
lease and bill in their name.
• Not available to students who have a lease in their
name but is a dependent of another person.
• The credit is only available to the client until
September 30th of that tax year, there cannot be
credits filed for back years.

Home Heating Credit Eligibility
• If a client has heat that is included in their rent they
may still apply for the credit.

• If the heat is in the client’s name they should bring

their bill and it will have the amount the client paid
for heat from November 1, 2014 – October 31, 2015.

• County code will be available at the tax site and in
your resource information.

• Exemptions will follow through from the federal
credit.

• Income will flow from the federal return to the credit
form, and any household resources not on the federal
return

Home Heating Credit

• Clients with the bill in their name will receive
a voucher that typically goes directly to the
utility provider – but not necessarily at the
same time they receive their refund.

• Clients may receive a voucher that is mailed
to them that they have to provide to the
utility provider.

• Sometimes, for example if the heat is included
in the rent, the client may receive a separate
check in the mail or direct deposited to their
bank account.

Example

The End
Thanks for watching!
Questions?
Contact Amanda Grover, Tax Program Coordinator
231-722-7871, ext. 246
231-672-0824
agrover@goodwillwm.org

