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Hour:____

Tax Simulation
DIRECTIONS:

1. Go to the following website:  www.irs.gov
2. Click on Individuals
3. Then click on Students 

4. Click on Understanding Taxes
5. Click on Students Site
6. Click Tax Tutorials
7. Continue according to the directions under each PART

Part 1:  Answer the following questions as you read and complete the Module 1: Taxes and Federal Income Tax Withholding..
1. Name and explain the two payroll takes:

a.  Social Security:  also called FICA.  Provides retirement benefits, benefits of the dependents of retired workers, and benefits for the disabled and their dependents
b.  Medicare: cover medical expenses for certain people after they reach age 65
2. What is the difference between GROSS and NET pay:  net is the remaining after social security, medicare, income tax, and other voluntary amounts have been taken out
.
3. Explain the “TAX TIP” at the bottom of the PAYROLL TAXES page.  S.S. tax is not withheld on amounts over the earnings limit.  In 2008 the earning limit was $97,500…so if a person made over that amount they would only be taxed on $6,045 for s.s.  (6.2% is the tax rate for s.s)
4. What are the correct answers to the “QUICK CHECK”:

           1.___D__  2._D___  3. _B_ 
5. What are the correct answers to the next “QUICK CHECK’

      1.__Ahmed Khan​​___  2. __single___ 3. __3​​__ 4.​​__$50___
Part 2:  Go to “Simulations” (on the top of the page).  For the section you will need to complete the simulations 1, 2, and 3.

   SIMULATION #1:

1. In what month did Mr. Owl graduate?  May

2. How many allowances did you claim on your W4? One

3. What happens if you increase the number of allowances claimed on the W4?  The amount of money taken out is decreased.
   SIMULATION #2:
1. What is Cicely King’s profession? Coach

2. How much money did your W-2 show at the end of the year?  $28,345
3. What dollar amount shows on line 10 on your 1040EZ and what is it?  It is you tax amount and the dollar amount is $2545.00
4. What are the two different ways you can receive a refund (click on efile button)?  Direct deposit or paper check

5. In what month is your filing deadline?  April
6. What line on the 1040EZ show if you get a refund?  11a
   SIMULATION #3:
1. What are your two sources of income?  Wages and inheritance
2. Do you have to pay tax on your inheritances?  No , just on the interest you receive

3. How much federal income tax does your W2 show was withheld? $4,452.00
4. What number is listed on line 6 of your 1040EZ?  Total payments
Review Questions: (go back to tutorial,  and read through modules)
1. Who completes Form W-4?  Employee

2. Why does an employer use a W-4 Form? To determine how much to take out of employee’s pay

3. When does the W2 Form need to be received by the employee? By January 31st of the next year.
4. What happens if you have 4 dependents you can claim on your W4 but you choose to only claim 2?  You are going to get more taken out of each check, but you won’t have to pay as much if any
5. What is the fastest way to receive your tax refund?  Direct deposit (within 2 weeks)
6. List three things that you learned about taxes through this assignment. Answers will vary  
