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DefinitionDefinition

GROSS PAYGROSS PAY

Your salary for a pay period before any Your salary for a pay period before any 
deductions are takendeductions are taken



WHAT YOU SEE ON YOUR WHAT YOU SEE ON YOUR 
CHECKCHECK

Gross PayGross Pay

Federal Withholding = what is sent to the Federal Withholding = what is sent to the 
Federal government, by your employer, Federal government, by your employer, 
to pay for your income tax liabilityto pay for your income tax liability



What you see on your check What you see on your check 
(cont(cont’’d)d)

Federal OASDI (FICA) = Your Social Federal OASDI (FICA) = Your Social 
Security and Medicare taxesSecurity and Medicare taxes

Your Social Security tax is 6.2% of your Your Social Security tax is 6.2% of your 
gross pay and the Medicare tax is 1.45%; gross pay and the Medicare tax is 1.45%; 
your employer pays a matching amount.your employer pays a matching amount.



Federal TaxesFederal Taxes

Everyone in the U. S. is responsible for sending Everyone in the U. S. is responsible for sending 
a complete and accurate income tax statement, a complete and accurate income tax statement, 
regardless of immigration status; regardless of immigration status; 

April 15April 15thth of the following year is the deadlineof the following year is the deadline

Not everyone has to pay taxes; it dependsNot everyone has to pay taxes; it depends
on your immigration status and the provisions of on your immigration status and the provisions of 
any existing treaties with your home countryany existing treaties with your home country



DefinitionDefinition

Personal Exemption:Personal Exemption:

A dollar amount excluded from taxable A dollar amount excluded from taxable 
income on oneincome on one’’s income tax return. Most s income tax return. Most 
people have to indicate how many people have to indicate how many 
personal exemptions they will claim on the personal exemptions they will claim on the 
Form WForm W--4 when they are hired4 when they are hired



Federal Tax Form W Federal Tax Form W -- 44



DefinitionDefinition

Taxable IncomeTaxable Income

This is your gross income reduced by your This is your gross income reduced by your 
personal exemptions and deductionspersonal exemptions and deductions



DefinitionDefinition

Tax BracketTax Bracket

The rate you pay on the The rate you pay on the ““last dollarlast dollar”” you you 
earn; your tax rate is usually less than earn; your tax rate is usually less than 
that.that.

The federal tax brackets are 10%, 15%, The federal tax brackets are 10%, 15%, 
25%, 28%, 33%, and 35%25%, 28%, 33%, and 35%



Do You Know Your Bracket?Do You Know Your Bracket?
Federal 2008 Tax RatesFederal 2008 Tax Rates

Married Filing Jointly:Married Filing Jointly:
10%: $0 10%: $0 -- $16,050$16,050
15%: $16,050 15%: $16,050 -- $65,100$65,100
25%: $65.100 25%: $65.100 -- $131450$131450
28%: $131,450 28%: $131,450 -- $200,300$200,300
33%: $200,300 33%: $200,300 -- $357,700$357,700
35%: $357,700 and over35%: $357,700 and over

Single Taxable Income:Single Taxable Income:
10%:$0 10%:$0 -- $8,025$8,025
15%: $8,025 15%: $8,025 -- $32,550$32,550
25%: $32,550 25%: $32,550 -- $78,850$78,850
28%: $78,850 28%: $78,850 -- $164,550$164,550
33%: $164,550 33%: $164,550 -- $357,700$357,700

35%: $357,700 and over35%: $357,700 and over



EXAMPLE:EXAMPLE:
If your taxable income (after deductions and If your taxable income (after deductions and 
exemptions) was $50,000 in 2008 and you filed exemptions) was $50,000 in 2008 and you filed 
as Single than you would calculate your tax like as Single than you would calculate your tax like 
this:this:

($8,025   ($8,025   -- 0) x .10      $802.500) x .10      $802.50
($32,550 ($32,550 -- $8,025 ) x .15      $3678.75$8,025 ) x .15      $3678.75
($50,000 ($50,000 -- $32,550) x .25)     $4,362.50$32,550) x .25)     $4,362.50

TOTAL TAX:TOTAL TAX: $8,843.75$8,843.75



What you see on your check What you see on your check 
(cont(cont’’d)d)

Massachusetts withholding = what is sent Massachusetts withholding = what is sent 
to the State of Massachusetts, by your to the State of Massachusetts, by your 
employer, to pay for your income tax employer, to pay for your income tax 
liability.liability.

The tax rate for Massachusetts is 5.5%The tax rate for Massachusetts is 5.5%



DEFINITIONDEFINITION

BENEFITS:BENEFITS:

Programs offered by your employer in which Programs offered by your employer in which 
you may be able to participate;  you are you may be able to participate;  you are 
eligible if you receive a paycheck from eligible if you receive a paycheck from 
ChildrenChildren’’s Hospital Bostons Hospital Boston



Save Taxes on Pre Tax DollarsSave Taxes on Pre Tax Dollars

Some benefits offered can be paid with Some benefits offered can be paid with 
pretax dollars, such as your Medical Plan:pretax dollars, such as your Medical Plan:
How it works;How it works;

$300  = Gross pay$300  = Gross pay
-- $30  = Medical Plan payment$30  = Medical Plan payment
$270  = Pay subject to tax$270  = Pay subject to tax



Tax Saving BenefitsTax Saving Benefits

Medical PlanMedical Plan
Dental Plan Dental Plan 
Vision PlanVision Plan
Dependent Care Spending AccountDependent Care Spending Account
Health Care Reimbursement AccountHealth Care Reimbursement Account
MBTA Monthly Pass and Parking Costs;MBTA Monthly Pass and Parking Costs;

A portion of the cost of these may be paid with A portion of the cost of these may be paid with 
pre tax dollarspre tax dollars



Good Web SitesGood Web Sites

www.irs.govwww.irs.gov
www.annualcreditreport.comwww.annualcreditreport.com
www.mint.comwww.mint.com
www.yodlee.comwww.yodlee.com

http://www.irs.gov/
http://www.annualcreditreport.com/
http://www.mint.com/
http://www.yodlee.com/
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