Know Your Dough | Lesson 2: “W" Is for Wages, W-4, and W-2

Visual 2.1: Form W-2 Wage and Tax Statement

John Dough received a Form W-2 Wage and Tax Statement from his employer, ABC Mart,
before January 31 of the current year for his work the previous year, as required by the IRS.

His completed Form W-2 is below.

Visit the (RS website

a Employee’s social security number =
XXXX IDZ:; '4?—673‘1 ’ OMB No. 1545-0008 ?:’SE;_!EEG‘S’?QE' at www.irs,goviziile.
b Employer identification pumber (EIN} 1 Wages, lips other comp2nsation 2 Federal income tar withheld
" TS0 [T $514.00
© Empigyer's name, address. and ZIP code 3 Social security wages 4 Spcial security tax withheld
ABC Mavt L 35,140 $318.c8
5 Medicare wages and tips & Medicare lax withheld

10 Washington St
Our Toww, USA 12345

$s,140 4.

8 Aliocated tips

7 Social security tips

Dependent carz bensfils

d Control number

——
9 Advance EIC payment 10

e Employes’s first name and initial Last name

11 Nongualified plans 12a See instructions for box 12
¢

Johu A. Dough wm B g [
. | 8 I
123 Main Styeet 14 Other izc
Ouyr Toww, USA 12345 :;Zd {
I
f Employee’s address and ZIP code
15 Shle Employer's state D aumber i 16 State wagss, fips, eic 17 State income tax 18 Local wages. tips, ste. i 19 Local income tax 20 Locality name,
XKk $s040 | $lora4 KE e o2 S S XX
| |

Wage and Tax

|
Form W'2 Statement

Copy B—To Be Filed With Employee’s FEDERAL Tax Return.

This infarmation is baing furmished to the Inteinal Rev

vanus Servica

Department of the Treasury—internal Revenue Service

It's Your Paycheck!
© 2014, Federal Reserve Banks of 5t. Louis. Permissiol
purpases, provided the user credits the Federal Reserve

n 15 aranted to reprint or photocopy this Jesson in 1ts entirety for educational
Bank of St. Louis, www.stlouisfed orgleducation _resources.
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Depactment of (he Treasury—Internal Revenue Service
Form Im_:ome Tax Return for Single and
1040EZ Joint Filers With No Dependents g

2016

OMB No. [545-0074

Your first name and initial Last hame

Your social security number
i ¥

I i

If a joint retumn, spouse’s first name and initial Last name

Spouse’s soeifal security numnber
1 B

A Make sure the SSN(s)

Home address (number and street). It you have a P.O, box, Ses insiuoions. Apt. no.
above are correct.
City, town or post office, state, and ZIP code. If you have a foreign address, also complete spaces below (see instructions). Prasidential Election C:
Check hera if you, of your spouse if filing
Foreian oo . . - jointly, wantt $3 to go o this fund. Checking
o] untry name Foreign province/state/county Foreign postal code | ; pov below will not change your tax o
refund, D You DSpou'se
Income 1 Wages, salaries, and tips. This should be shown in box 1 of your Form(s) W-2.
Adiadh Attach your Forni(s) W-2. 1
Form(s) W-2
here. 2 Taxable interest. If the total is aver $1,500, you cannot use Form 1040EZ. 2
Enclose, but do ;
not attach, any 3 Unemployment compensation and Alaska Permanent Fund dividends (see instructions). 3
payment.
4  Addlines 1,2, and 3. This is your adjusted gross incone. 4
§  If someone can claim you (or your spouse if a Joint return) as a dependent, check
the applicable box(es) below and enter the amount from the worksheet on back.
E’ You [ ] spouse
If no one can elaim you {or your spouse if a joint return), enter $10,350 if single;
$20,700 if married filing jointly. See back for explanation. 5
6  Subtract line § from line 4. If line 5 is larger than line 4, enter 0-.
This is your taxable income, > 6
Payments 7 Federal income tax withheld from Form(s) W-2 and 1099. 7
c y . > 8a Earned income credit (EIC) (see instructions) 8a
redits, b Nontaxable combat pay electio j
and Tax { C at pay ction. 8Sb
9  Add lines 7 and 8a. These are your total payments and credits. > 2
10 Tax. Use the amount on line 6 ahove to find your tax in the lax table in the
instructions. Then, enter the tax from the table on this line. 10
11 Health care: individual responsibility (see instructions) Full-year coverage 11
P Y 1 24
12 Add lines 10 and 1 1. This is your total tax. 12
Refund 13a  Ifline 9 is larger than line 12, subtract line 12 from line 9. This is your refund.
Hove it dinect If Form 8888 is attached, check here » [ | 13a
ave it directly
cposited! See - .
?;ftg:;:gms;u;d » b Routing number ! ]_ r 1 [ r ] l lj P e Type: D Checking D Savings
fill in 13b, 13c,
;gtrlu:aséx(: p d Account pumber 4§ S T
Amount 14 Ifline 12 is larger than line 9, subtract lipe 9 from line 12. This is
You Owe the amount you owe, For details on how to pay, see instructions. > 14
Third Party Do you want to allow another person to discuss this return with the IRS (see instructions)? [ ] Yes. Complete below. 1] No
Designee Designee’s Phone Personal identification
name » no. b number (PTN) | 2 l I I l t l
Sign Under penalties of perjury, I declare that ! have examined this return and, to the best of my knowledge and belief, it is true, correct, and
accurately lists all amounts and sources of income | received during the tax year. Declaration of preparer (other than the taxpayer} is based
Here on all information of which the preparer has any knowledge.
Joint retiri? See Your signature Date Your occupation Daytirme phone number
instructions.
Keep a copy for Spouse's signature. If a joint return, both must sign. Date Spouse’s occupation if the IRS sent you an (dentity Protection
your records. PIN, enter it
here (see xnst.)l i i l l I l
Paid Print/Type preparer's name Preparer's signature Date Cheek [ i | PTIN
Prep arer self-employed
Use Only Firm's name _ » Firm's EIN_»
Firm's address » Phane no.
Form 1040EZ (201¢)

For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see instructions. Cat. No. 11329W




Form 1040EZ (2016)

T ———

Page 2

Use this form
if

Filling in your
return

* Your filing s i e :
- (m?g status is single or married filing jointly. Tf you are not sure about your filing status, see instructions.
and your spouse if married filing jointly) were under age 65 and not btind at the end of 2016, If you were born on

fi‘(juary 1. 1952, you are considered to be age 65 at the end of 2016.
ou do not claim any dependents. For information on dependents, see Pub. 501.

. iour taxable income (line 6) is less than $100,000.
. Jord s i 1 1 j i
ou do not claim any adjustments o income. For information on adjustments to income, use the Tax Topics listed under

Adjustments to Income at www.irs.gov/taxtopicy (see instructions).

* Th? only tax credit you can claim is the earned income credit (EIC). The credit may give you a refund even if you do not owe

Eé‘n?' C;ax You do _not need a qualifying child to claim the EIC. For information on credits, use the Tax Topics listed under Tax

. redits at www.irs. gom_axmpicy (see instructions). If you received a Form 1098-T or paid higher education expenses, you may
e eligible for a tax credit or deduction that you must claim on Form 1040A or Form 1040. For more information on tax

benefits for education, see Pub. 970.
Caution: If you cun claim the premium tux credit or you received any advance payment of the premium tax credit in 2016,

you must use Form 1040A or Form 1040.
« You had only wages, salaries, tips, taxable scholarship or fellowship grants, unemployment compensation, or Alaska

Permanent Fund dividends, and your taxable interest was not over $1,500. But if you earned tips, including allocated tips, that
u may not be able to use Form 1040EZ (see instructions). If you are

are not included in box 5 and box 7 of your Form W-2, yo
planning to use Form 1040EZ for a child who received Alaska Permanent Fund dividends. see instructions,

_IF you received a scholarship or fellowship grant or tax-exempt interest income, such as on municipal bonds, see the
instructions before filling in the form. Also, see the instructions if you received a Form 1099-INT showing federal income tax
withheld or if federal income tax was withheld from your unemployment compensation or Alaska Permanent Fund dividends.

Remember, you must report all wages, salaries, and tips even if you do not get a Form W-2 from your employer. You must also

For tips on
how to avoid report all your taxable interest, including interest from banks, savings and loans, credit unions, etc., even if you do not get a
GOWIIOnL Form 1099-INT.
mistakes, see
instructions.
Worksheet Use this worksheet to figure the amount to enter on line S if someone can claim you (or your spouse if married
for'Line 5 — (flihng JO]H[I)Z’) as a dependent, even if that person chooses not to do so. To find out if someone can claim you as a
ependent. see Pub. 501.
Dependents
Who Checked A. Amount, if any, from line | enfront . . . . - .
One or Both * 350.00 Entertotal » A
Boxes B. Minimum standard deduction - P TR T B. 1,050
C. Enter the larger of line A or line B here . is T T
D. Maximum standard deduction. If single, enter $6.300; if married filing jointly, enter $12,600 D
E. Enter the smaller of line C or line I here. This is your standard deduction . E.
F. Exemption amount,
« If single, enter -0-.
« If married filing jointly and — F.
—both you and your spouse can be claimed as dependents, enter -0-.
—only one of you can be claimed as a dependent, enter $4,050.
G. Add lines E and F. Enter the total here and on line 5 on the front s o m m w oa o
(keep a copy for  If you did not check any boxes on line 5, enter on line 5 the amount shown below that applies to you.
andard deduction ($6,300) and your excmption ($4,050).

your records)

+ Single, enter $10,350. This is the total of your st
your exemption ($4,050), and

« Married filing jointly, enter $20.700. This s the total of your standard deduction ($12,600),
your spouse’s exemption ($4,050).

il it to the address shown on the last page of the instructions.

I:Teat':lir':lg Mail your return by April 18, 2017. Ma
www.irs,gov/form1040ez Form 1040EZ (2016)




Know Your Dough | Lesson 2: “W” Is for Wages, W-4, and W-2

Handout 2.3: Assessment (Page 1 of 4)

Directions: An actual Form W-4 is provided below. Read the information, review
the form, and answer the questions that follow.
ou have a large amount of

ag intevest or dividends,
yments using Form

Nonwage income. If

The exeeplions do not apply 1o supplemental wages
0. nonwage income, suc

Form W-4 (2013)

greater than $1,000,000.
Il you are rrot exempl, complate

Purpose. Gomplete Form W-4 5o that your employer
can withhold the comrect federal income fax from your
pay, Gonsider completing & rnew Form W-4 each year

and when your personal or financial situation changes,

Exemption from withholding. If you are exempt,
complete only lines 1, 2, 3, 4, and 7 and sign the form
10 validate ir, ¥our exemption for 2014 expires |
February 17, 2015, See Pub. 505, Tax Withholding
and Estimated Tax.

Nate. If anotler person can claim you as a dependent
on his or her tax return, you cannot claim exemption
from withholding If your income exceeds $1,000 and
includes more than $350 of unearned income {for
examplg, interest and dividends).

Exceptions. An employee may be able to claim
exemption from withholding even if the employee is a
dependent, if the employes:

« Is age 65 or older,
* Is blind, or
* Will claim adjusiments to income; tax credits; or

Basic |

1ha Personal Allowances Workshest balow. The
worksheats on page 2 further adjust your
withholding allowances based on itemized
deductions, certain credits, adjustments lo income,
or two-earners/multiple jobs situations.

Complate all worksheels that apply. However, you
may claim fewer (or zarg) allowances. For regular
wages, withholding must be based on allowances
you glalimed and rmay not be a flat amount or
percentage of wages.

Hesd of household. Generally, you can claim head
of household filing status on your tax return only if
you are unmarried and pay more than 50% of the
Gosts of keeping up a home for yourself and your
dependent(s) or other qualifying individuals. See
Pub. 501, Exemptions, Standard Deduetion, and
Fifing Informatian, for information.

Tax credits. You can take projected tax credits inte accourtl
in figuring your allawable number of withhiolding allowances.
Credits for child or dependent care expenses and the child
tax eredit may be claimed using Ihe Personal Alfowances
Worksheet below. See Pub. 505 for information on

cansider raking estimated 1ax pa:
1040-ES, Eslimg&ed Tax for Individuals. chenmse, you
may owa additionaf tax. Il you have pansien or annufty
iincoma, see Pub, 505 to find out gyyw shoukd adjust
your withholding on Form W-4 or W-4P.

Twao earners or mulliple jobs, If you have @

working spouse or more than oné job, figure the
total number of allowances you ara entitled to claim
on all fjobs using worksheets from only one Form
W-4. Your withholding usually will be mast accurate
when all allowances are clamed o the Form W-4
for the highest paying jeb and zero allowances are
claifned on the others. See Pub. 505 for details.
MNonresident alien. [f you are 2 norresictent allen,
see Notiea 1392, Supplemental Form W-4
Instructions for Norresident Aliens, before
completing this form.

Check your withhelding. After your Form W-4 takes
effect, use Pub. 505 to see how the amotnt you are
having withheld compares to your projected total tax
for 2014. See Pub. 505, especially if your earnings
exceed $120,000 (Single) or $180,000 (Manied).

Future developments. Information about any fiture
e ing Form Vi-4 {such as legiskation

&3 aftectin
enacted after we I‘Eleage #} will be posted ax?gww,i:s. gow/wd.

ftemized deductions, on his or her tax return. convering your other credils into q
Personal Allowances Worksheet (Keep for your records.)
A Enter *1" for yourself if no one else can claim you as a dependent . Wow g B @ 9w owh & womoa = B
= You are single and have only one job; or
B

= You are married, have only one job, and your spouse does not work; or
* Your wages from a second job or your spousa’s wages (or the total of both) are $1,500 or less.
Enter “1" for your spouse. But, you may choose to enter “-0-" if you are married and have either a working spouse or more

B Enter“17if:

[

than one job. (Entering “-0-" may help you avoid having tog little tax withheld.} . . c
D Enter number of dependents (other than your spouse or yourself) you will claim on your tax return . v ¥ » D
E Enter “1” if you will file as head of household on your tax return (see conditions under Head of household above) . E
E Enter “1" if you have at least $2,000 of child or dependent care expenses for which you plan to claim a credit F

(Note. Do not include child support payments, See Pub. 503, Child and Dependent Care Expenses, for details.)
G  Child Tax Credit (including additional child tax credit). See Pub, 972, Child Tax Credit, far more information.

« If your total income will be less than $85.000 (395,000 if marred), enter “2" for each eligible child; then tess “1” if you

have three to six eligible children or less “2” if you have seven or more gligible children.

« If your total income will be between $65,000 and $84,000 ($95,000 and $119,000 if married), enter “1” for each eligiblechild , . . G
H Add lines A through G and enter total here. (Note. This may be different from the number of exemptions you claim on yaur tax retumn.) » H

¢ If you plan to itemize or claim adjustments to income and want to reduce your withholding, see the Deductions

and Adjustments Worksheet on page 2.

For accuracy,
* If you are single and have more than one job or are married and you and your spouse both work and the combined

complete all
worksheets eamings from all jobs exceed $50,000 ($20,000 if married), see the Two-Earners/Multiple Jobs Worksheet on page 2 to
that apply. avoid having too fittle tax withheld,

= |f neither of the above situations applies, stop here and enter the number from line H on line 5 of Form W-4 belaw.

Separale here and give Form W-4 to your employer. Keep the top part for your records. «-----coeeeeemucmcecice o cnn

Employee's Withholding Allowance Certificate OM8 No. 15450074

P Whether you are entitled lo claim a certain number of aliowances or exemplion from withhoiding is 2@ 1 3

subject to review by the [RS. Your amployer may be required to send 2 copy of this form to the IRS.
2 Your social security number

1 Your first name and middle inial Last name
Home address (umber and street or rural route) 3 [ single [ 1 Marries [ Marrieq, bun withhold at higher Single rate,
. Note, Wl mared, but fegally separated, or spouse s a nonresident alien, check the "Single” box,
City or town, state. and ZIP code 4 it your last name differs from that shown ok your social security card,
check here. You must call 1-800-772-1213 for a replacement card, » D
§  Total number of allowances you are claiming (from line H above or from the applicable worksheet on page 2) 5
6  Additional amount, if any, you want withheld from each paycheck IO 5D Ot oW $
7 lclaim exemption from withholding for 2014, and | certify that | meet both of the following conditions for exemption.

= Last year | had a right to a refund of all federal income tax withheld because ) had no tax hability, and
* This year | expect a refund of all federal income tax withheld because | expect to have no tax liability.
YW ! T

If you meet both conditions, write *Exempt™herB. - - w4 w4 s 5 o >
Under penalties of perjury, | declare that | have exarmined this certificale and, to {he best of my knowledge and b

elief, it is true, correct, and complate.

Employee’s signature
{This form is not valid unless you sign it) » Date »
8 Empioyer's name and address (Employer. Complete lines B and 10 only i sending to the IRS.) 9 Office code (npﬁoni?)l 10 Employer identification number (EIN)

For Privacy Act and Paperwork Reduction Act Notice, see page 2. Cat. No. 102200 Form W-4 (2014

It’s Your Paycheck!

© 2014, Fegera! Reserve Batjrk of St. Louis. Permission is granted to reprint or photocepy this lesson in its entirety for educational
purposes, provided the user credits the Federa) Reserve Bank of 5t. Louis, www stloursfed org/education_resources,
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Know Your Dough | Lesson 2: “W" Is for Wages, W-4, and W-?_.I

Handout 2.3: Assessment (Page 2 of 4)

1. What do the words “exempt” and “exemption” mean on the form?

2. Parents claim their children as dependents on their tax returns. In terms of the amount

of taxes paid, what does it mean to claim someone as a dependent?

Angela Smith is a 23-year-old college graduate with her first job. She is not married,
and she has no children. Her parents no longer claim her as a dependent. She is havir_xg
trouble filling out her W-4 form. Write Angela an e-mail telling her why she must fill

it out. Restate the information and instructions in the W-4 form to make it easier for
her to complete.

It's Your Paycheck!

©2014, Federal Reserve Banks of 5t, Louis. Permission is granted to reprint or photocopy this lessan in its entirety for educational
purposes, provided the user credits the Federal Reserve Bank of St. Louis, www stlouisfed .orgleducation_resources,
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Know Your Dough | Lesson 2: "W” Is for Wages, W-4, and W-2

Handout 2.3: Assessment (Page 3 of 4)

Directions: Review Angela’s second pay stub below and answer the questions on
the next page.

Grayline Electric ~ Angela Smith %Iéederal - 1-
SSN 234-56-7890 State 1
Employee ID 56789
Pay Period 2/1/13 1o 2/28/13
Pay Date 3/3/13
This Period YTD
Regular Pay $4,125.00 $8,250.00
Vacation $0.00 $0.00
Total Income/Pay $4,125.00 $8,250.00
This Period YTD
Medical Insurance $90.00 $180.00
Retirement [401(k)] $247.50 $495.00
Total Before Tax Deductions $337.50 $675.00
This Period YTD
Federal Income Tax $598.87 $1,197.74
Social Security Tax (FICA) $255.75 $511.50
Medicare Tax (FICA) $59.81 $119.62
Total $914.43 $1,828.86
This Period YTD
Gross Pay $4,125.00 $8,250.00
Total Deductions $1,125.93 $2,503.86
Net Pay $2,873.07 $5,746.14
It's Your Paycheck!

mission is granted to reprint or photocopy this lessan in its entirety for educaucnal

Reserve Bank of 5t. Louis. Per : :
Ca, e - eral Reserve Bank of St. Louis, www stiouisfed org/education _resources,

A-26 purposes, provided the user credits the Fed



Know Your Dough | Lesson 2: “W” Is for Wages, W-4, and W-2

Handout 2.3: Assessment (Page 3 of 4)

1. Whatis Angela’s gross pay for this pay period?

2. What is Angela’s net pay for this pay period?

3. Define net pay:

4. Define taxes:

5. For what do governments use tax revenues?

6. How much has Angela paid in FICA taxes so far this year?

7 What does FICA stand for, and how are FICA taxes collected used?

8. How much did Angela pay in federal income tax this pay period?

It's Your Paycheck!
©2014, Federal Reserve Banks of St. Louis. Perrmission is granted to reprint of photocopy this lesson in its entirety for educational

purposes, provided the user credits the Federal Reserve Bank of St. Louis, wwwi.stlouisfed.org/education_resources, A-27




