
Module 6 / Lesson 1 -- Types of Taxes
Lesson Number – M6.L1

Key Concept – Financial Capability
Unit – Module 6 – Taxes
Lesson 8 – Types of Taxes
Precepts


C – Vision


C1. Contemplate the future



C2. Conceptualize ideas

National Standards

NL-ENG.K-12.6 – Applying Knowledge 
NL-ENG.K-12.7 – Evaluating Data 
NM-ALG.PK-2.3 Use Mathematical Models to Represent and Understand Quantitative Relationships 

NM-ALG.PK-2.4 Analyze Change in Various Contexts 
NSS-EC.K-4.13 Income and Earning 

Jump$tart National Standards

Incomes and Careers



Standard 3: Describe factors affecting take-home pay

Student Learning Objectives
As a result of this unit the student will…
1. Understand taxes
As a result of this lesson, the student will…
1. Identify types of taxes (income, sales, property, FICA, Medicare, S.S.)

2. Understand a tax rate schedule.

3. Understand where tax dollars go and what they are used for.

Time Instruction time for this lesson: 50 minutes. (Time is estimated and may vary depending on teaching style)
Resources used in lesson development

About taxes. (2006). http://www.abouttaxes.net/
ehow, Inc. (2010). About Different Types of Taxes. http://www.ehow.com/video_5361325_different-types-taxes.html.
Garman, E.T., & Forgue, R. (2007). Personal Finance (9th ed.). South-Western College.
Internal Revenue Service. (2010). Understanding Taxes Student Site. http://www.irs.gov/app/understandingTaxes/student/index.jsp
Internal Revenue Service. (2010). Understanding Taxes Teacher Site. http://www.irs.gov/app/understandingTaxes/teacher/index.jsp.
USA TODAY. (2010). Tracking taxes: A look back at taxes and spending. http://www.usatoday.com/news/washington/tax-rates-spending.htm
US Social Security Administration. (2010). What does FICA mean and why are Social Security taxes called FICA contributions? http://www.ssa.gov/mystatement/fica.htm.
Wikipedia. (2010). Tax. Retrieved February 25, 2010 From http://en.wikipedia.org/wiki/Tax#Kinds_of_taxes
Additional teaching materials for this lesson

Family Economics & Financial Education (FEFE). Teaching Family Finance 

http://fefe.arizona.edu/download-lessons
13.0 Paychecks and taxes

Thirteen Ed Online. Financial Education

http://www.thirteen.org/edonline/lessons/
Taxes: Where does your money go? (http://www.thirteen.org/edonline/lessons/m_taxes/index.html)

Tools, Equipment, and Supplies

Computers with internet access for each student
Computer with projector

M6.L1.TM.A – one copy made into a transparency
M6.L1.AS.A – one copy per student

M6.L1.AS.B – one copy per student

M6.L1.AS.C – one copy per student

M6.L1.AS.D – one copy per student
Key Terms The following terms are presented in this lesson in bold italics.
Federal Insurance Contributions Act (FICA) tax - payroll (or employment) tax imposed by the federal government on both employees and employers to fund Social Security and Medicare —federal programs that provide benefits for retirees, the disabled, and children of deceased workers.
Income tax - tax levied on the income of individuals or business.
Medicare tax – tax collected to fund the Medicare program.
Property tax – a tax that the owner is required to pay on the value of the property being taxed.
Sales tax - a tax charged at the point of purchase for certain goods and services.
Social Security Tax – tax collected to fund the Social Security program.
Tax – a financial charge upon an individual by a state or functional equivalent such that failure to pay is punishable by law.
Content Outline

1. Identify types of taxes

a. Federal Insurance Contributions Act (FICA) tax - payroll (or employment) tax imposed by the federal government on both employees and employers to fund Social Security and Medicare —federal programs that provide benefits for retirees, the disabled, and children of deceased workers.
b. Income tax - tax levied on the income of individuals or business.
c. Medicare tax – tax collected to fund the Medicare program.
d. Property tax – a tax that the owner is required to pay on the value of the property being taxed.
e. Sales tax - a tax charged at the point of purchase for certain goods and services.
f. Social Security Tax – tax collected to fund the Social Security program.
2. Understand a tax rate schedule

a. Tax rate calculations

3. Understand where tax dollars go and what they are used for.

a. Tax and spending rate over the years calculations.
Interest Approach
· Have students calculate weekly gross income (a person’s total income before taking taxes or deductions into account) for someone working 40 hours/week, and making $10/hour. How much will the employee’s paycheck be each week? 
· Ask students why it never seems you make as much money in your paycheck as what you think you’re going to? They should know that tax dollars are taken out of paychecks. 
· Have students brainstorm a list of all of the areas of spending that are included in a state or federal budget. Where does the money to pay for these expenses come from? (Tax dollars)
· A Tax is a financial charge upon an individual by a state or functional equivalent such that failure to pay is punishable by law.
· Expenditures for military, the enforcement of law and public order, protection of property, economic infrastructure (roads, legal tender, enforcement of contracts, etc.), public works, social engineering, and the operation of government itself. Governments also use taxes to fund welfare and public services. These services can include education systems, health care systems, pensions for the elderly, unemployment benefits, and public transportation. Energy, water and waste management systems are also common public utilities. 
· To get students to begin understanding taxes, have them complete the payroll tax module at http://www.irs.gov/app/understandingTaxes/hows/tax_tutorials/mod01/tt_mod01_01.jsp. 
· Let them know that they must read all the information to complete the quiz questions at the end of the module.

Objective 1. Identify types of taxes

· Now that the students have a basic understanding of one type of tax they should learn about several other types of taxes that exist. 
· Show students short video on types of taxes: http://www.ehow.com/video_5361325_different-types-taxes.html. 
· Discuss the following types of taxes with students.
· Sales tax: a tax charged at the point of purchase for certain goods and services. The tax amount is usually calculated by applying a percentage rate to the taxable price of a sale. The tax amount is usually calculated by applying a percentage rate to the taxable price of a sale. Usually assessed by individual states, but some counties may raise tax rates.
· Income tax: tax levied on the income of individuals or business.
· Property tax: a tax that an owner is required to pay on the value of the property being taxed. Controlled by local government at the municipal or county level. The assessment is made up of two components—the improvement or building value, and the land or site value.
· Federal Insurance Contributions Act (FICA) tax - payroll (or employment) tax imposed by the federal government on both employees and employers to fund Social Security and Medicare: federal programs that provide benefits for retirees, the disabled, and children of deceased workers. Considered a regressive tax (a tax imposed in such a manner that the tax rate decreases as the amount subject to taxation increases) on income.

· Social Security tax: tax collected to fund Social Security program. This contribution or tax is 6.2% of an employees' income paid by the employer, and 6.2% paid by the employee (12.4% total). Has a maximum cap limit amount.
· Medicare tax: tax collected to fund the Medicare program. Health insurance program for the elderly and disabled.

Objective 2. Understand a tax rate schedule

· Tell students the tax rates maybe different for each person depending on multiple factors. They should be able to understand how to calculate how much taxes they will have to pay. It is also important that they understand that not everyone is required to file a tax return. 
· Show students M6.L1.TM.A to show that only certain people that make a minimum amount of money are required to file a tax return; however if they make less than the minimum they can file to recover money that was already taken out of their paychecks for taxes.
· Have students look at M6.L1.AS.A and give them the following scenario and go through the calculations with them on the board. You have only been out of high school for a year and a half. The job you have had is paying you $13,587.00 a year after taking out state and local income tax. Your single and are still living with your parents. What is the federal tax amount you have to pay for your income?

· $13,587.00 = $835.00 + 15% of the amount over $8,350.00

· $13,587-$8,350 = $5,237
· $5,237 X 15% = $785.55
· $785.55+ $835.00 = $1,620.55
· Have students solve more similar problems on M6.L1.AS.B based on the current tax rate schedule found on M6.L1.AS.A.
Objective 3. Understand where tax dollars go and what they are used for.

· Explain to students that tax dollars are used for a variety of things, and taking a look at how your tax dollars are being spent can be very interesting. 
· Have students complete M6.L1.AS.C using the website http://www.usatoday.com/news/washington/tax-rates-spending.htm.
Review/Summary

· For a review activity divide the class into six groups and assign each group one of the types of taxes discussed in class (income, sales, property, FICA, medicare, social security). 
· Have them research more about each tax and create a short 2-3 minute presentation answering the following questions: When was the tax was first implemented? Who pays for the tax? What is the tax money is used for? If possible – what percent of your income goes towards this tax?
Extended classroom application:

· Have students complete simulations 1 and 2 titled “Completing form W-4” and “Using your W-2 to file your 1040EZ” on http://www.irs.gov/app/understandingTaxes/student/simulations.jsp.

· Ask them the following questions to review the activity.
· Which form is filled out before you begin working? Answer: W-4

· Which form do you receive from your employer? Answer: W-2

· When is your employer required to send you this document? Answer: January 31st

· How does the number of withholding allowances affect the amount of federal income tax withheld? Answer: The more withholding allowances, the less federal income tax that is withheld.
· For an optional quiz give students M6.L1.AS.D.
FFA activity:

· Get a tax consultant to come to an FFA meeting and talk to the students about what they should know to file for their taxes and what is required to file taxes. 

SAE activity:

· For students that work a paid job for their SAE, have them analyze a pay stub, and determine how much of their money is going for taxes. They should use the calculator on http://www.usatoday.com/news/washington/tax-rates-spending.htm to determine where their money is going. 
· Have them think critically about these questions: Do you think taxes are important? What do your taxes pay for? How do you benefit from tax dollars? Is there any area your money is going towards that you don’t think is necessary? Is there any area that you think is not getting enough? Is it fair for the government to levy taxes?

M6.L1.TM.A

2009 Filing Requirements for Most Taxpayers

· Note: The minimum income requirement to file taxes has increased and is reflective on this chart.

	IF your filing status is…
	AND at the end of 2009 you were…
	THEN file a return if your gross income was at least…

	Single
	Under 65
	$9,350

	
	65 or older
	$10,750

	Married filing jointly
	Under 65 (both spouses)
	$18,700

	
	65 or older (one spouse)
	$19,800

	
	65 or older (both spouses)
	$20,900

	Married filing separately
	Any age
	$3,650

	Head of household
	Under 65
	$12,000

	
	65 or older
	$13,400

	Qualifying widow(er) with dependent child
	Under 65
	$15,050

	
	65 or older
	$16,150


Source: IRS.gov. Publication 501 – Introductory Material. http://www.irs.gov/publications/p501/ar01.html
M6.L1.AS.A

2009 Tax Rate Schedules
Schedule X – If your filing status is Single

	If your taxable
 The tax is:

Income is:                                                                                                                                           of the

                                         But not                                                                                                       amount

Over --                             over --                                                                                                        over --

	         $0                             $8,350                          ………..   10%                                                          $0

    8,350                             33,950                          $835.00 + 15%                                                     8,350

  33,950                             82,250                         4,675.00 + 25%                                                   33,950

  82,250                           171,550                       16,750.00 + 28%                                                   82,250

171,550                           372,950                       41,754.00 + 33%                                                 171,550

372,950                           ……….                     108,216.00 + 35%                                                 372,950


Schedule Y-1 – If your filing status is Married filing jointly 

	If your taxable
 The tax is:

Income is:                                                                                                                                           of the

                                         But not                                                                                                       amount

Over --                             over --                                                                                                        over --

	         $0                          $16,700                          ………..   10%                                                           $0

  16,700                            67,900                       $1,670.00 + 15%                                                    16,700

  67,900                          137,050                         9,350.00 + 25%                                                    67,900

137,050                          208,850                       26,637.50 + 28%                                                  137,050

208,850                          372,950                       46,741.50 + 33%                                                  208,850

372,950                          ……….                     100,894.50 + 35%                                                  372,950


Source: IRS.gov. Publication 501 – Introductory Material. http://www.irs.gov/publications/p501/ar01.html
M6.L1.AS.B

Tax Rate Activity

Instructions: Read the following scenarios. Calculate the amount of tax for each scenario using the tax rates on M6.L1.AS.A

1. Henry is a student who worked after school as a custodian at a car dealership. Henry earned $6,290. Henry lives with his parents. They claim him as a dependent on their income tax return. Henry’s employer took out $345.34 from his paychecks this past year for taxes. Henry is sure he doesn’t need to pay that much.

a. How much did Henry owe in taxes based on his pay? $______________

b. How much of a rebate will Henry get back? $_______________
2. Isabelle is married but files taxes separately from her husband. She is a nurse and makes $63,612 per year. She wants to do some renovations on her kitchen this year with her tax rebate. She thinks she will need about $1800.00 back. Her total taxes already taken out of her checks for the year was $18,392.65.

a. How much did Isabelle pay in taxes for the year? $_______________

b. How much of a rebate will Isabelle get? $____________

c. Will she receive enough to pay for her planned kitchen renovation? ⁪Yes ⁪ No

3. Thomas owns his own small business so he hasn’t had taxes deducted from his income all year. His profits for the year were $37,209. He is filing as single.

a. How much must Thomas pay for his income taxes? $_______________

4. Sally qualifies as a widow. She only works part-time at an antique store to keep her busy. She made $7,350 this past year. She already had $1,056 taken out for taxes. She is going to file to get some of her money back.

a. How much does Sally owe for the year in taxes? $______________

b. How much will Sally’s rebate be? $______________

M6.L1.AS.B – Teacher Master

Tax Rate Activity

Instructions: Read the following scenarios. Calculate the amount of tax for each scenario using the current tax rates on M6.L1.AS.A

1. Henry is a student who worked after school as a custodian at a car dealership. Henry earned $6,290. Henry lives with his parents. They claim him as a dependent on their income tax return. Henry’s employer took out $645.34 from his paychecks this past year for taxes. Henry is sure he doesn’t need to pay that much.

a. How much did Henry owe in taxes based on his pay? $_629_________

b. How much of a rebate will Henry get back? $__16.34___________
2. Isabelle is married but files taxes separately from her husband. She is a nurse and makes $63,612 per year. She wants to do some renovations on her kitchen this year with her tax rebate. She thinks she will need about $1,800.00 back. Her total taxes already taken out of her checks for the year was $14,392.65.

a. How much did Isabelle pay in taxes for the year? $__12,090.50_________

b. How much of a rebate will Isabelle get? $_2,302.15________

c. Will she receive enough to pay for her planned kitchen renovation? ⁪Yes ⁪ No
3. Thomas owns his own small business so he hasn’t had taxes deducted from his income all year. His profits for the year were $37,209. He is filing as single.

a. How much must Thomas pay for his income taxes? $__5,489.75_____________

4. Sally qualifies as a widow. She only works part-time at an antique store to keep her busy. She made $7,350 this past year. She already had $1,056 taken out for taxes. She is going to file to get some of her money back.

a. How much does Sally owe for the year in taxes? $_735__________

b. How much will Sally’s tax rebate be? $_321_________

M6.L1.AS.C

Where do tax dollars go?

Lisa makes $31,943 a year. She wants to know where her taxes go. Help her find out by using the “Where Your Money Goes” calculator at http://www.usatoday.com/news/washington/tax-rates-spending.htm, and answer the following questions.

1. What is the effective tax rate for the current year? _________________

2. What are the total taxes deducted from Lisa’s salary? ____________________

3. What are the top 4 areas where Lisa’s tax money is going?

a. __________________________________

b. __________________________________

c. __________________________________

d. __________________________________

4. How much of Lisa’s money is going for agriculture? _______________________

a. Natural resources? __________________
5. What is the total amount of tax dollars that Lisa would have had to pay in each of the following years? And what would her salary have been in those years?

a. 1940? _________________   $__________________

b. 1960? _________________   $__________________

c. 1980? _________________   $__________________

d. 2000? _________________   $__________________

6. In 1940 how were tax dollars used? How much of Lisa’s tax dollars were spent in each area?

       Area


 Lisa’s Tax Dollars
a. ___________________________   $_______________________

b. ___________________________   $_______________________

c. ___________________________   $_______________________

d. ___________________________   $_______________________

e. ___________________________   $_______________________

f. ___________________________   $_______________________

g. ___________________________   $_______________________

M6.L1.AS.C – Teacher Master

Where do tax dollars go?

Lisa makes $31,943 a year. She wants to know where her taxes go. Help her find out by using the “Where Your Money Goes” calculator at http://www.usatoday.com/news/washington/tax-rates-spending.htm, and answer the following questions.

7. What is the effective tax rate for the current year? ___17_________%

8. What are the total taxes deducted from Lisa’s salary? $__5,423____________

9. What are the top 4 areas where Lisa’s tax money is going?

a. __Social Security​​​​​​____________________

b. __National Defense__________________

c. __Health___________________________

d. __Other____________________________

10. How much of Lisa’s money is going for agriculture? $__39________________

a. Natural resources? $__96_____________

11. What is the total amount of tax dollars that Lisa would have had to pay in each of the following years? And what would her salary have been in those years?

a. 1940? $__71_____________   $__2,065___________

b. 1960? $__699____________   $__4,366___________

c. 1980? $__1,891___________  $__12,153__________

d. 2000? $__4,673 __________   $__25,397__________

12. In 1940 how were tax dollars used? How much of Lisa’s tax dollars were spent in each area?

Area



Lisa’s Tax Dollars
a. _National Defense____________   $__10___________________

b. _Net Interest ________________   $___6___________________

c. _Human Resources___________   $___12__________________

d. _Agriculture ________________   $___2___________________

e. _Natural Resources, Environment  $___7___________________

f. _Other_____________________   $__13___________________

g. _Social Security _____________   $__21___________________

M6.L1.AS.D – Quiz over Types of Taxes 


Name: _______________________

Part 1. Multiple-Choice – Identify the correct response to each of the following statements. Write the letter corresponding to the correct answer in the space provided to the left of each item.
___1. Which of the following is true about sales taxes?

a. The national sales tax percentage rate is 6%

b. The federal government will deduct it from your paycheck

c. You don’t have to pay for tax if your income is very low

d. It makes things more expensive for you to buy.

___2. Your take home pay from your job is less than the total amount you earn. Which of the following best describes what is taken out of your gross earnings?

a. Social security and Medicare contributions

b. Federal income tax, property tax, and Medicare and social security contributions

c. Federal income tax, social security tax and Medicare contributions

d. Federal income tax, sales tax, and social security contribution

___3. Chelsea worked her way through college earning $15,000 per year. After graduation, her first job pays $30,000. The total dollar amount Chelsea will have to pay in Federal Income taxes in her new job will:

a. More than double, from when she was in college

b. Go up a little from when she was in college

c. Stay the same as when she was in college

d. Be lower than when she was in college

Part 2. Matching – Match each of the following terms with the correct response. Write the letter corresponding to the correct answer in the space provided to the left of each item.
___4. A tax charged at the point of purchase 



a. FICA tax (Federal

          for certain goods and services




Insurance Contributions Tax)

___5. Tax imposed by the federal government


b. Tax

          to fund social security and Medicare










c. Sales Tax

___6. A financial charge upon an individual by a 

          state or functional equivalent such that failure 

          to pay is punishable by law.

Part 3. Short Answer – Respond to the following questions using what you have learned in class.

7. How is the amount of income tax you have to pay decided?

8. Joel just recently accepted a new job, how will this affect the taxes he pays to the government?

9-10. List two areas of the government that your tax dollars are funding.

M6.L1.AS.D – Quiz over Types of Taxes – Teacher Master

1. D
2. C

3. A

4. C

5. A

6. B

7. It is a percentage of the amount of gross income decided by the local, state, and national government

8. It depends on how much he will make. If he is paid more at his new job the amount of taxes he will have to pay will rise. If his pay is lower, he will pay less in taxes.

9-10. Answers could vary, possible responses: National defense, human resources, agriculture, natural resources, social security, law enforcement, welfare, etc.

Sources:

National Endowment for Financial Education. (2006). NEFE High School Financial Planning Program. Greenwood Village, CO: NEFE.
The Jump$tart Coalition for Personal Financial Literacy. (2010). 2008 JUMP$TART HIGH SCHOOL SENIOR QUESTIONNAIRE
X





This material is based upon work supported by the United States Department of Agriculture under award number:  2009-38414-19696











Produced by:





Robert J. Birkenholz                                                   Caezilia Loibl


Jenny Cherry


Jon C. Simonsen


Julie Robinson





Agricultural & Extension Education                     Consumer Sciences 


The Ohio State University                         The Ohio State University




















Types of Taxes
















































































Financial Planning 


and Management











PAGE  
1

