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How Massachusetts Income Tax Withholding is Calculated
The purpose of this document is to provide the information on how the Massachusetts tax credit reduces SIT taxes for employees.
Overview

When calculating Massachusetts income tax (MIT), Massachusetts allows a tax credit up to an annual maximum of $2,000 of the collective total of the following taxes withheld from employees:

· Social Security

· Medicare

· Massachusetts Railroad Retirement contributions

· U.S. Railroad Retirement contributions

· Withholding for Massachusetts income tax is not mandatory for employees who claim one or more exemptions if their wages are less than the following:

	Pay Period
	Wages
	

	Daily
	 $22
	

	Weekly
	$154
	

	Biweekly
	$308
	

	Semi-monthly
	$333
	

	Monthly
	$667
	

	Annually
	$8,000
	


Calculating Massachusetts Income Tax

This section outlines the percentage method process used to determine Massachusetts income tax (MIT) withholding.

· For employees who do not make Massachusetts or U.S. Railroad Retirement contributions, the $2,000 cap occurs during the payroll in which the employee’s taxable wages reaches $26,143.79. After reaching the threshold, an employee’s taxable wages are no longer reduced when MIT withholding is determined. This corresponds to an increase in MIT withholding on the employee’s paycheck.

1. Determine the employee’s wages for the payroll period. 

2. Up to an annual maximum of $2,000, subtract the amount withheld for Social Security, Medicare, Massachusetts or U.S. Railroad Retirement contributions. After an employee reaches the $2,000 threshold, skip this step.
3. Subtract the exemption amount from Table 1. If no exemption is claimed, this exemption is $0.

4. Subtract the exemption amount from Table 2. If no exemption is claimed, this exemption is $0.

5. Multiply the result by current rate of 5.3% (= 0.053).
Table 1.  Withholding Reduction

	
	Head of 
Household
	Claiming 1
	Claiming More Than 1                                                                   

	Daily
	$7.00
	$12.00
	$3.00 X Number of exemptions plus $9.00

	Weekly
	$46.00
	$85.00
	$19.00 X Number of exemptions plus $66.00

	Biweekly
	$92.00
	$169.00
	$38.00 X Number of exemptions plus $131.00

	Semimonthly
	$100.00
	$183.00
	$42.00 X Number of exemptions plus $141.00

	Monthly
	$200.00
	$367.00
	$83.00 X Number of exemptions plus $284.00

	Annual
	 $2400.00
	$4400.00
	$1000.00 X Number of exemptions plus $3400.00


Table 2.  Withholding Reduction for Head Of Household and a Blind Employee or Employee Spouse

	
	Head of 
Household
	Blindness exemption
(employee or spouse)


	Daily
	$0.33
	$0.32

	Weekly
	$2.29
	$2.24

	Biweekly
	$4.59
	$4.48

	Semimonthly
	$4.97
	$4.86

	Monthly
	$9.94
	$9.72

	Annual
	 $119.25
	$116.60


1Double these amounts if both the taxpayer and the taxpayer’s spouse is blind and not otherwise subject to withholding
Example of Calculating Massachusetts Income Tax

Jerry is paid $1,800 each payroll, on a semi-monthly basis. He claims four exemptions. Jerry’s MIT withholding calculation, using the percentage method, is outlined in Table 3.

Table 3.  Calculations for Payrolls Before Employee Reaches MIT Threshold

	Wages
	$1800.00
	

	Social Security and Medicare
	-  $137.70
	The $137.70 is used only to compute withholding for MA income tax. $137.70 is withheld for FICA and FMED.

	Subtotal
	$1662.30
	

	Reduction Amount (42.00 x 4) + 141.00
	-  $309.00
	Refer to Table 1

	Subtotal
	 $1353.30
	

	Tax rate
	x .053
	

	MA Income Tax Withholding
	$71.72
	


For payrolls 1 - 14, Social Security and Medicare withholding was $137.70 for each payroll. The total Social Security and Medicare withholding for payrolls 1 - 14 was $1,927.80 ($137.70 * 14). 
On the 15th payroll, Jerry exceeds the $2000 threshold. For the 15th payroll, $72.20 (= $2,000 - $1,927.80) is used in the calculation, as outlined in  Table 4-22.

Table 4. Calculations for Payroll in Which Employee Reaches MIT Threshold

	Wages
	$1800.00
	

	Social Security and Medicare
	-  $72.20
	The $72.20 is used only to compute withholding for MA income tax. $72.20 is withheld for FICA and FMED.

	Subtotal
	$1727.80
	

	Reduction Amount (42.00 x 4) + 141.00
	-  $309.00
	Refer to Table 1

	Subtotal 
	 $1418.80
	

	Tax rate
	x .053
	

	MA Income Tax Withholding 
	$75.20
	


The calculations for pay periods 16 - 24 are outlined in Table 5.

Table 5. Payroll Calculations After Employee Withholding Exceeds MIT Threshold

	Wages
	$1800.00
	

	Social Security and Medicare
	-  $0.00
	

	
	· The $0.00 is used only to compute withholding for MA income tax. $137.70 is withheld. 

	Subtotal
	$1800.00
	

	Reduction Amount (42.00 x 4) + 130.00
	-  $298.00
	Refer to  Table 4-19

	Subtotal 
	 $1429.80
	

	Tax rate
	x .053
	

	MA Income Tax Withholding 
	$79.61
	


For detailed information, refer to the following publication:
· Massachusetts Circular M (2007) located at
http://www.mass.gov/Ador/docs/dor/Forms/Wage_Rpt/PDFs/circ_m08.pdf
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