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HOW DO TAXPAYERS REPORT THEIR
INCOME TO THE GOVERNMENT?

* Most people pay their tax regularly through payroll deductions.

* The employer withholds federal, state, and local taxes from each
paycheck.

* After you get your W-2 form from your employer, you need to
determine whether you overpaid (and get a tax return) or did not pay
enough and have to send the government more money.



BASIC IRS TAX RETURNS

 Form 1040EZ (short form)
* Form 1040A
* Form 1040 (long form)

* NOTE: For 2018 taxes, tax forms were “shortened” to
just the Form 1040.



EXAMPLE #1

* Elizabeth 1s a magazine food editor. She received a W-2
form and a 1099 interest form from her bank.

* What i1s her taxable income for the year if she is single?
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EXAMPLE #1 SOLUTION

* Her wages, tips, and other compensation from her W-2 box #1 was
$83,600.00.

 Her interest from her bank account was $956.

» Therefore, her adjusted gross income = $83,600 + $956 = $84,556
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ENTER EXAMPLE #1 SOLUTION ON 1040EZ

* See how the wages, interest, and total should be entered on her tax return below. The
“new’ 1040 forms look a little bit different, but the idea is the same.
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EXAMPLE #2

If Form 1040EZ,
line 6, is—

And you arg—
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 What is Elizabeth’s tax
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EXAMPLE #3

* Does Elizabeth get a refund or does she owe the government
more money?

e How much?




EXAMPLE #3 SOLUTION

* If you look back at her W-2 from example #1 (here is part of it below), it
shows that her employer withheld $15,884.00 from her gross pay.

 Since she only owes $14,363 according to example #2, she paid too
much and will get a refund of $15,884 - $14,363 = $1,521
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EXAMPLE #5

* Kenya and Robin Omar are married with one child so they claim 3 deductions on
their W-4 form. Their W-2 forms are below.

* Round to the nearest dollar to determine their adjusted gross income if they received
$987 in interest on bank deposits and $1,200 in stock dividends.
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EXAMPLE #5 SOLUTION

* I circled their gross incomes on the previous slide.
* Kenya’s was $52,126.76 which rounds to $52,127.
* Omar’s was $65,120.97 which rounds to $65,121.

* Their total income is $52,127 + $65,121 + $987 in interest
and + $1,200 in dividends = $119,435

* They have no adjustments to make to their income.



ENTER EXAMPLE #S SOLUTION ON 1040A

* You will be filling out forms like this on your test. Please read through the lines and
make sure that you understand where the numbers go. The “new” 1040 forms look a
little bit different, but the idea is the same.

Income
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Form(s) W-2
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Formi(s)
1099-R if tax
was
withheld.

Adjusted
gross
income
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EXAMPLE #7

* Do the Omars get a refund or do they owe the government
more money?

Federal Tax Revenue 2015: $3.18 Trillion

& HOW muCh? Misc. Excise Taxes Customs Duties

$158.6 billion - 5% __  $95.9 billion - 3% - $36.8 billion - 1%

——

Corporate Income
Taxes
$341.7 billion - 11%

Individual Income
Taxes
$1.48 trillion - 47%

Payroll Taxes
$1.07 trillion - 33%




EXAMPLLE #7 SOLUTION

» If youlook back at their W-2s from example #5 (see partial below), it shows that their
employers withheld $8,765.99 and $6,198.65 from their gross pay for a total of
$14,964.64.

» Since they owe $15,294 according to example #6, she paid too little and will have to
send the government more money I the amount of $15,294 - $14,965 = $329.
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ENTER EXAMPLE #7 SOLUTION ON 1040A

* They must each sign the completed form attach their W-2 forms, and include a check
for $329.

Add lima 37 and line 38. This iz vour total tax.
Federal income tax withheld from Forms W-2 and 1059

2015 astimated tax payments and amount appliad
from 2014 retum,

| Montaabls combat pay alaction. 428
Additional child tax credit. Attach 5 hﬁdule Etl-1"
Amarican uppu:unuw n:'-ﬂr:hl: from Farm

Met premium tax r'rr—';hl: Attach F.urm'H’-db._ 3

Add lines 40, 41, 42a, 43, 44, and 435. These are your tolal payments.
It lma 46 15 mone than line 39, .-uh?rﬂl:.. ling 33 from lina 46,

Th|'5 15 tha umnunl 1.-l‘1.| o

Routing
AarTIEer

ACCount
M ETH e
Amount of lire 47 you want applied to your
2016 estimated tax.
Amount you owe. Subtract line 46 from line 39, For details on how to pay,
S8 INStruchons
51 Estimated tax penaity (sea instructions),




ASSIGNMENT: PG 366 #2-4, 6

Round all monetary answers to the nearest dollar.

William Base’s emplover withheld $13 956 .95 in federal income tax After cw::tnp-l-ﬂing his return, William determined that his tax is

$11.874.82. Will William get a refund or does he owe the government money’ v

Ralph is a teacher W||{r works as a musician on weekends. Here is part of his tax worksheet: wages from
teaching $43,871.82, wages from music jobs $15,873.00, interest $863.90, dividends $350.70, and royalties
$1,200.60. What is Ralph’s total income?




ASSIGNMENT: PG 366 #2-4, 6 CONT.

Kate 1s filling out her income tax return. Her tax for last vear 1s $973. Her emplover withheld §712 in federal taxes.

fund or does she owe the government money?

b. What 15 the difference between Kate's tax and the amount withheld by her emplover?




ASSIGNMENT: PG 366 #2-4, 6 CONT.

Katrina 1s single with a taxable mcome for last year of $74.431. Her employer withheld $14,870 1n federal taxes.

At

least

T4.750
74.800
T4.850
74,900
74,950

74.050
74,100
74,150
74,200
T4.250

74350
T4.400
T4.450
74500
74,550
74,600
74,650
74,700

And you are—

. Use the tax table to determine Katrina’s tax.

b. Does Katrina get a refund?

Your tax is—

14,300
14313
14325
14338
14350
14363
14375
14388
14,400
14413

14,425
14,438
14,450
14463
14475
14,488
14,500
14513
14,525
14538

c. Find the difference between Katrina's tax and the amount withheld by her emplover.

10,181
10,189
10,196

10,319
10,331




