
Retirement Savings Tax Credit

ESTIMATE OF JOE’S 2009 FEDERAL INCOME TAXES

Gross annual income $24,000

Less before-tax contributions to retirement plan $2,000

Adjusted Gross Income* $22,000

Less exemptions $3,500

Less standard deduction $5,450

Net taxable income $13,050

Federal income tax due before credit $1,560

Tax Credit1 $200

Federal income tax due after credit $1,360

Federal income tax deferred or saved from 
retirement plan contributions** and tax credit

$300** + 
$200 = $500

Single Filer 
Adjusted Gross Income1

Head of Household 
Adjusted Gross Income1

Married, Filing Jointly 
Adjusted Gross Income1

Maximum Tax  
Credit Rate2

$0-$16,500 $0-$24,750 $0-$33,000 50%

$16,501-$18,000 $24,751-$27,000 $33,001-$36,000 20%

$18,001-$27,750 $27,001-$41,625 $36,001-$55,500 10%

Figuring Your Tax Credit3

As you can see from the table above, 
the tax credit is directly related to your 
income level. For example, let’s say Joe is 
a single filer earning $24,000, saving for 
retirement and has no other income. If he 
contributed $2,000 to the City Deferred 
Compensation Plan, his adjusted gross 
income would be $22,000. His tax credit 
rate would be 10% and his tax credit 
would be $200 (10% of $2,000, his 
contributions to the retirement plan).4

In addition to the $200 tax credit, Joe 
saves $300 in current federal income tax, 
assuming a 15% tax rate, by contributing 
to his plan on a before-tax basis. His 
total amount saved in federal taxes or tax 
deferred is $500!

1 Adjusted gross income limits are indexed for inflation in $500 increments beginning in 2007, and shown for 2009 taxable year.
2 This percentage is multiplied by the amount of your annual contribution or $2,000, whichever is less. The maximum tax credit is $1,000 for each contributing 
individual. If you and your spouse both contribute to a retirement plan and you file a joint income tax return, the maximum tax credit is $2,000.
3 Great-West Retirement Services® does not provide tax or legal advice. Consult your tax professional.
4 Joe will not be eligible for a tax credit if he is not 18 years of age or older, is a full-time student or can be claimed as a dependent on someone else’s tax return. 
Additional limitations and eligibility requirements may apply. Please consult your tax professional.
5 Access to KeyTalk and the Web site may be limited or unavailable during periods of peak demand, market volatility, systems upgrades/maintenance or other reasons.

Securities (except the Self-Directed Brokerage option), when offered, are offered through GWFS Equities, Inc., a wholly owned subsidiary of Great-West Life & 
Annuity Insurance Company.
Great-West Retirement Services® refers to products and services provided by Great-West Life & Annuity Insurance Company and its subsidiaries and affiliates. 
Representatives of GWFS Equities, Inc. are not registered investment advisers and cannot offer financial, legal or tax advice. Please consult with your financial planner, 
attorney and/or tax adviser as needed. Great-West Retirement Services®, KeyTalk® and the Partnership Logo are service marks of Great-West Life & Annuity Insurance 
Company. ©2009 Great-West Life & Annuity Insurance Company. All rights reserved. Form# 80524 (6/09) 

Deferred Compensation Plan

a bridge to your future ...
The City of  

Austin

Now You can Save More for Tomorrow
Are you aware that federal tax law offers certain Austin 457 plan participants a tax credit to help save for tomorrow by reducing 
your taxes today? Tax credits are designed to directly reduce the amount of federal income tax you have to pay each year. With less 
money owed to the federal government, there may be room to start saving for retirement—or to increase your current savings efforts.

The amount of credit depends on your adjusted gross income and your filing status (e.g., single, married, head of household). 
Your credit rate can be as low as 10% or as high as 50%, depending on your adjusted gross income and filing status. Adjusted 
gross income is your annual income after before-tax retirement contributions and certain other items are removed. It is 
calculated before reductions for standard or itemized deductions and personal exemptions.

City of Austin 457 Deferred Compensation Plan

Need More Information? 
To learn more about the tax credit, you should consult your tax advisor  
or visit www.irs.gov and search for “Saver’s Credit” or Form 8880.1

FOR ILLUSTRATIVE PURPOSES ONLY. Assumes 2008 federal income tax table, exemptions and standard 
deduction for 2008. 
* Does not account for contributions made to defined benefit plan or other before-tax contributions, such as 
health care, child care and flex spending account.
** Assumes 15% federal tax rate. 


