Amanda Anthony

February 4, 2005
Unit: Properly Preparing Taxes
Where Does All of My Money Go?
Purpose:  

The lesson is designed to teach students how to read and interpret their paycheck and understand the deductions that are taken from it.

Objectives: 

Upon completion of the lesson, students will be able to:

1. List the difference between Gross Income and Net Income.

2. Locate and label of the deductions on a paycheck stub.

3. Identify which tax rate category their income falls into.

4. Calculate Federal Income tax and FICA taxes.

TEKS/TAKS:

1. TEKS:  119.42 C(4)(D)

2. TAKS Alignment:
English: 1(6)(B), 1(6)(E), 1(7)(F) 

Focus/Interest Approach:


Have all of the students close their eyes, and remember back to when they received their first paycheck. Do they remember how excited they were when they got it? What about when they realized how much of it was taken away for taxes and other various deductions. Ask the students if they even knew where their money was going.

Lesson Content:

A.  Where does your money go? 


1. Gross versus Net Income



a. Gross Income is the actual amount of income that you earned before any taxes have been removed. This is sometimes called the taxable income.



b. Net Income is the amount of money that you actually receive after all of the federal, state, and other deductions have been taken. This is sometimes called “take home pay.”

1.  Federal Income Tax or FIC

2.  Federal Insurance Compensation Act or FICA


a. is the official name for Social Security


b. Medicare also falls under this title sometimes

3. State Income Tax


a. is not applicable at the moment in Texas, but could be in the future.
B.  Federal Income Tax (FIT)

1.  Tax Rates


a. based on the deductions claimed on W-4 form and the amount of gross income earned for the year.


b. see “Federal Tax Rates” chart and have the students locate where they would fall in the tax rates.

2. Where does this money go?


a. The federal government deducts this money for you so that you don’t have to pay a lump sum at the end of the year.


b. What happens if you over pay or under pay? If you over pay you will get a refund from the government, but if you under pay you will owe money to the government at the end of the year.




c. What happens if you are self employed or your employer is not taking taxes out of your wages? If you are self employed or you are not having income taxes taken out of your check then you should set aside the appropriate amount of money according to your tax rate each check. This will keep you from owing a large lump sum at the end of the year.
C.  Federal Insurance Compensation Act (FICA)
1.  Social Security has had a set rate of 6.2% of all wages earned since 1990.


a. The maximum amount that can be taken is $4,100, so if 6.2% is more than that then you will only pay the $4,100.

2. Medicare has had a rate of 1.45% of all wages earned since 1986.

D.  State Income Tax


1. Tax rate ranges from 0%-9.3% depending on the state that you live in, and the income that you earned for the year.


2. Texas currently has no State Income Tax along with six other states that include Alaska, Florida, Nevada, South Dakota, Texas, Washington, and Wyoming.

a. Texas does have another tax that some states do not and that is an 8.25% sales tax rate. 
Guided Practice:

Have the students bring a paycheck stub to class with them. Have the students to identify what tax rate section they are in and how much taxes are being deducted from their checks. Have the students to make sure that all of their employers are taxing them appropriately. Remind them that this will help to ensure that they don’t have to pay in to the government at the end of the year. Have the students to also locate the section of their pay stub that shows where Social Security and Medicare taxes, or FICA, were taken out.

Independent Practice:

Have the students to go home and design their own paycheck stub. The stub should be easy to read, and clearly show the following items:

1. The gross income earned for the pay period.

2. The federal income tax that was deducted from the gross income.

3. The Social Security and Medicare that was deducted.

4. The State Income Tax that was deducted.

5. The net income that remains after all of the deductions were subtracted from the gross income.
List of Materials:

Federal Tax Rates Chart

Paycheck stub

References:

www.irs.gov
The IRS Complete Guide to Filing Your Taxes

www.taxes.yahoo.com 
Federal Tax Rates Chart 

Ordinary taxable income for use in filing returns due April 15, 2005

	Single filers 
	Married filing jointly or qualifying widow/widower 
	Married filing separately 
	Head of household 
	Tax rate 

	Up to $7,150 
	Up to
$14,300 
	Up to $7,150 
	Up to $10,200 
	10% 

	$7,151 - $29,050 
	$14,301 - $58,100 
	$7,151 - $29,050 
	$10,201 - $38,900 
	15% 

	$29,051 - $70,350 
	$58,101 - $117,250 
	$29,051 - $58,625 
	$38,901 - $100,500 
	25%

	$70,351 - $146,750 
	$117,251 - $178,650 
	$58,626 - $89,325 
	$100,501 - $162,700 
	28%

	$146,751- $319,100 
	$178,651 - $319,100 
	$89,326 - $159,550 
	$162,701 - $319,100 
	33%

	$319,101
or more 
	$319,101
or more 
	$159,551
or more 
	$319,101
or more 
	35%


Amanda Anthony

February 4, 2005
Unit: Properly Preparing Taxes
Myths about Filing Your Taxes

Purpose:  

This lesson is designed to inform students of the common myths and misconceptions that come with =
filing your U.S. income taxes.

Objectives: 

Upon completion of the lesson, students will be able to:

5. List four of the most common tax filing myths.

6. Evaluate the consequences that can result from practicing incorrect tax procedures.

7. Debate the pros and cons of the different methods of filing your taxes.

TEKS/TAKS:

3. TEKS:  119.42 4(D)

4. TAKS Alignment:
English: 1(6)(B); 1(6)(E); 1(7)(F)

Focus/Interest Approach:


Have someone come into the class and “arrest” one of the students. When they ask what the charges are, tell them that they are being arrested on charges of tax evasion and fraud. Let the students know that this, or something like it, could happen to them if the follow the do not follow the proper procedures when filing their income taxes.

Lesson Content:

A.  Myth #1: Don’t file your taxes if you don’t owe any money. 

1.  This is not correct, because you could be missing out on a refund.

2. You could be eligible for earned income credit. 
B.  Myth #2: I’m a student, so I don’t have to pay. 

1.  There are special credits for students in college and trade schools that can help you reduce the amount of taxes that you owe.

2. If you earned more than $4850 in 2004 ($5000 in 2005) and your parents claim you, then you can owe money.
C.  Myth #3: I work, so my parents can’t claim me.


1. As long as they provide ½ of your support, then they can claim you.

D.  Myth #4: Getting a “rapid refund” is a good idea. 
1.  You are taking out a loan on your own money! 

2.  The interest rate on this loan can be up to 40%.
3.  The best system is to be patient! You waited all year to get this money back, so you can wait another two weeks.

F.  Myth #5: You can ignore correspondence with the IRS.
1.  The IRS does not give up or forget about you when you don’t respond. They have more resources than other creditors that you may have.

2.  The IRS can collect from you by seizing your:


a. Paychecks


b. Bank accounts and safe deposit boxes


c. Cars and YOUR HOUSE!

3. All of this can be avoided by cooperating, responding to their correspondence, and finding a workable solution.

H.  Who can file your taxes?
1.  Do your own taxes by hand.


a. You can make mistakes due to lack of tax knowledge.


b. It’s free.

2. Have a friend do them for you.


a. You should know what is going on with your taxes.


b. They can make mistakes and you will be the one that is held responsible.


c. It’s free.

3. Pay someone to do them for you. (H&R Block, Jackson Hewitt, etc.)


a. Employ certified tax preparers.

b. Cost quite a bit of money up front and even more if you pay with your refund.
Guided Practice:


Describe several scenarios about correct and incorrect filing methods. After you finish describing the scenario, ask the students to identify whether or not it was correct or incorrect. If the scenario is incorrect, have them identify the false information and how it can be corrected.  

Optional Guided Practice:


Divide the class into two groups. Hand the scenario and have the students discuss the pros and cons of the scenario in their groups. Give the groups several minutes to discuss and write down their thoughts. After the discussion, one person from each group should stand up and share the ideas that they came up with.
Independent Practice:

Have the students write a short essay explaining the importance of properly filing their taxes. This essay should include, but is not limited to:

1.  Different filing methods.

2. Common myths and remedies to them.

3. Consequences that result from improper filing.
List of Materials:

Computer with Power Point 

Projector

Power Point Presentation

Handcuffs

References:

www.irs.gov
www.competetax.com
www.taxtechinc.com
The Complete Tax Help Booklet. A Tax Tech Inc. publication. 
Amanda Anthony

February 4, 2005
Unit: Properly Preparing Taxes
Electronically Filing Your Taxes

Purpose:  

This lesson is designed to give students information and tips in the field of electronic tax filing.

Objectives: 

Upon completion of the lesson, students will be able to:

8. Locate the IRS website.

9. Compare the Pros and Cons of various filing websites.

10. Successfully complete an online tax return.

TEKS/TAKS:

1. TEKS: 119.42 C(4)(D)

2. TAKS Alignment: English/Language Arts

1(6)(B)

1(6)(B)

1(7)(F)

Focus/Interest Approach:


Bring to class:

· An adding machine

· A bag of receipts

· A large stack of tax forms and booklets

Walk into the classroom looking flustered. Dump out the bag of receipts and throw the tax forms and adding machine down on the table. Ask the students if they are ready to file their taxes, and see what kind of reaction they have. After they get finished panicking, let them know that their taxes will probably not be that complicated, and that there are much easier ways to file than by hand.

Lesson Content:

A.  The IRS website. 

1.  www.irs.gov
2. Show the students how to find the link that has the listing of the “free file” sites.

B.  Choosing a site to file with. 

1.  One that has a reputable rating on the IRS website.

2. Choose one that has format that is easy to understand and navigate.

3. Look at several user friendly sites and compare them to other sites that are less convenient.
C.  Filling out the information in your tax return.


1. Information and forms that you need to have with you.



a. Full name



b. Address 



c. Your Social Security number and the Social Security numbers of any dependants or spouses that will be filing with you.



d. W-2 forms or 1099 forms.



e. A valid e-mail address is required.
2.  Accuracy is the key.


a. enter all amounts from your W-2 form exactly to the cent.


b. Box numbers on your W-2 and 1099 forms correspond exactly with the ones on the filing site.


c. Any mistakes in the information entered can result in the delay of the acceptance of your return and your refund.

D.  Acceptance of your return by the IRS.

1. The IRS will send you a conformation e-mail telling you that your return was accepted.

2. Any discrepancies in the information will alert the IRS and they will not accept your return.


a. If this happens, you have to find the errors and correct them before you try to re-submit it.



b. The site that you use to file with might tell you what the problem is.
E.  Types of Refunds 

1.  Direct Deposit takes from 2-6 weeks.


a. Checking Account


b. Savings Account

2.  Check mailed to your house takes 4-8 weeks.


a. Can you see any problems with this?
3. “Rapid Refund” or a Rapid Anticipation Loan takes 24-48 hours.


a. Do you remember from our first lesson why this is not a good idea?



1. paying interest 25-40% interest on your own money.

Guided Practice:

Have the students to get into groups of two. Have them play “Gorilla, Ninja, Cowboy” to determine if they are the taxpayer or the tax preparer. The tax preparer is going to sit at the lap top and pretend that he works at a tax preparation company. The taxpayer is going to have a sample W2 form and be the customer at the tax preparation company. Have the students that are the preparers to fill out an imaginary return on the IRS website’s “fill out a sample return” page. Monitor the room so that the game doesn’t get out of hand because their will have to be some discussion in order for the preparer to find out the customer’s information.  

Independent Practice:

Students will be asked to bring their W-2 from their employer or be provided with a sample W-2. They will them complete their own tax return online using the instructions that were given in the content of this lesson. All personal information and wage information should be entered correctly. **All returns should be checked by me before being submitted because mistakes are easier to correct if the return has not been sent.

List of Materials:

Laptops

Access to the Internet

The IRS website

Adding machine

Bag of receipts

Large stack of tax forms and booklets

Sample W-2’s 

References:

www.irs.gov
www.completetax.org
The IRS Complete Guide to Filing Your Taxes

Tax Tech Inc.’s Line by Line Tax Return Help Booklet 
Sample W-2 Form

FOR USE IN CLASS ASSIGNMENTS ONLY

	c Employer's Name
     Your Class Name Goes Here
     
	1 Wages, tips, other compensation 

    13,164.00
	2 Federal Income Tax Withheld 

    1,316.40

	       
	3 Social Security     Wages 

    13,164.00
	4 Social Security Tax Withheld 

      816.17

	b Student's social security number 

           123-45-6789
	18 State Income Tax Withheld 

       263.28
	19 State Disability      Insurance 

      131.64

	d Student's Name 

           Sample Student
	This is a simplified version of FORM W2 OMB No. 1545-0008 BPR125A 10/93


