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INCOME TAXES
With tax season upon us this Tip of the Month provides a brief overview of tax information for low-income persons.  Many VLN clients are eligible for federal and state tax credits.  Many of these credits are refundable, even for persons who are not required to file.  VLN highly recommends that your client receives assistance in preparing their taxes.  See the end of the tip for whom to contact for free tax preparation assistance.


EARNED INCOME TAX CREDIT (ETIC)
The Earned Income Tax Credit is a refundable federal tax benefit for low and middle income workers.  The EITC is based on taxable wages.  This credit is available to both individuals with qualifying children and individuals without qualifying children.  

To file the taxpayer must: 1) Be a U.S. Citizen or Resident Alien for all of 2006; 2) Have a valid Social Security Number for themselves, their spouse and their children; 3) Cannot have a filing status of “married filing separately’;  4) Have investment income of less than $2,800; and 5) Cannot be a “qualifying child” of another taxpayer.

Taxpayers without children may qualify for the EITC if they meet the above tests and: 1) are between 25 and 64 years old; 2) are not the dependent of another; 3) are not the qualifying child of another; 4) lived in the United States for more than half of 2006.

For more information about the EITC, see Fact Sheet T-1



TELEPHONE EXCISE TAX CREDIT
Taxpayers are eligible for a one-time refundable credit if they paid for long-distance service billed to them after 2/28/2003 and before 8/1/2006.  This includes bundled services and cell phones.  Taxpayers can claim a standard credit based on the number of exemptions or the actual amount paid (receipts required).  Even taxpayers who do not have to file federal taxes may qualify for this credit.  Many taxpayers are not claiming this credit.



OTHER TAX CREDITS
VLN clients may be eligible for other federal and state tax credits

Federal Child Tax Credit – Taxpayers with children under 17 may receive a tax credit up to $1,000 for each child under 17 that is claimed as a dependant.

Federal Child and Dependent Care Credit – Taxpayers that have daycare costs for working or looking for work are eligible for a tax credit.  The taxpayer must have the daycare provider’s name, address, taxpayer identification number, and amount paid.

Federal Education Credits – A taxpayer who pays or borrows funds that are used to pay for tuition and fees at a postsecondary institution for taxpayer, spouse, or dependant is eligible for up to $2,000 in education credits.
MN Working Family Credit – Taxpayers who qualify for the EITC also qualify for the Working Family Credit.  
MN Child and Dependant Care Credit – Taxpayer can receive this credit for the cost work or school related child care for a qualifying dependent.  This tax credit is refundable and may be available even if the taxpayer did not file federal taxes or qualify for the federal Child and Dependant Care Credit.
MN Education Credit and Subtraction – This credit is available for education related expenses such as books and school supplies, tutors, purchase or rental of musical instruments, and field trips paid in 2006 for qualifying children in grades K – 12.  Taxpayers should have a receipt for all expenses claimed.

For more information about any of the above credits see Fact Sheet T-1



MINNESOTA RENTER’S AND HOMEOWNER’S REFUND
This is a state property tax refund available to renters who make less than $49,160 (Federal Adjusted Gross Income) and homeowners who make less than $91,120 (Federal AGI), were a Minnesota resident during the previous year, and are not someone else’s dependent on their 2006 taxes. 

· The landlord is required to give tenants a CRP by January 31st.  

· For a tenant to get this refund, the landlord must complete and return to the tenant a CRP.  The CRP must be included with the completed Minnesota Property Tax Refund Return, Form M-1PR.
· Homeowners must have Statement of Property Tax Payable from the state of MN.  

· The due date for filing the M-1PR is August 15, 2007.  The return can be filed up to a year after the due date, so the 2006 return can be filed until August 15, 2008.  The refund will be received approximately 60 days after filing.  

If the landlord has not given the tenant their CRP, or has filled it out improperly and refuses to correct it, the tenant can get a Rent Paid Affidavit (RPA) from the MN Department of Revenue and use it in place of the CRP to get their refund.  Please make sure that tenants have already made every effort to get their CRP before they get a RPA.  Tenants should call the tax help line at (651) 296-3781.
For more information about the renters rebate, please refer to Legal Aid Fact Sheet H-21 or contact VLN’s Housing Law Resource Attorney Darielle Dannen at (612) 752-6649.



RESOURCES
Free Tax Preparation! – VLN Clients may be eligible to receive free tax preparation assistance through a Volunteer Income Tax Assistance (VITA) Program.  Some programs also offer the opportunity to open savings or checking accounts with mainstream banks and zero percent interest rapid refund loans.  VITA programs can often save low income tax payers hundreds of dollars in charges from tax preparation businesses.  Clients should call: United Way First Call for Help at 211 or the MN Department of Revenue (651) 297-3724
IRS Individual Tax Assistance: (800) 829-1040

MN Department of Revenue Tax Assistance: (651) 296-3781
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