Income Tax Bracket
(No, you don’t get to keep all that money)

If you work, you’re going to have to pay taxes.  The government takes a good chunk of your precious paycheck, on both the federal and state levels.  That’s right.  You get taxed twice.  And then you have to pay for FICA.  This means that what you thought you’d be making…you’re not.  Here they are:
STATE TAXES:   This changes from state to state.


For this project, you will use a state tax of 9.3%, unless you happen to live in one of the

states where there is no state income tax.  Here they are:   Alaska, Delaware, Florida, Nevada, New Hapshire, South Dakota, Tennessee, Texas, Washington, Wyoming.  So you’ll need to find 9.3% of whatever your yearly salary is and deduct that from your total.



Example:          If you make $40,000 a year, you would pay  (.093)(40,000)  or $3,720




   in state taxes.  So instead of $40,000, you’re down to $36,280
FICA:

Federal Insurance Contributions Act.  For this project, you’ll pay 7.5% to FICA



Example:    If you make $40,000 a year, you would pay  (.075)(40,000)  or   $3,000

FEDERAL INCOME TAX:    This is the big chunk.  The more money you make, the more you pay.

      If your income is between


Your tax bracket is
         0              -     9,075




10%

         9,076       -      36,900




15%

       36,901       -      89,350




25%
       89,351       -       186,350




28%

       186,351       -     405,100




33%

       405,101       -      406,750




35%

       406,751    -   above




39.6%

All hope is not lost!   Your tax bracket is the rate you pay on the "last dollar" you earn, meaning you actually pay a little bit less.  Here’s an example if you made $40,000 a year


($9,075 -   0 )   
    x     .10 :      
$ ________________   


(36,900 -   9,076)        x     .15 : 
  _________________

(89,350 -   36,901)      x     .25 : 
  _________________

(186,350 -   89,351)      x     .28 : 
  _________________

(405,100 - 186,351)      x     .33 : 
  _________________
         (406,750- 405,101)           x       .35           _________________

          (Anything above – 406,751)   x  .396  _____________________
TOTAL  TAX     _________________
For your final portfolio, you will need to show the calculations you made for your salary.  This includes showing ALL your work.  A chart like the one I just showed you should be made for the federal income tax, computing the total amount to be deducted.  Then you need to figure out what percentage that is of your entire salary.  You also need to show your work for computing the State Taxes and FICA.  This is a professional portfolio.  It should look the part.  No pencil scratching.

Here are a few salaries for you to practice with.   

Salary



        Federal


State


FICA
         $73,250



 
         $34,500

 

         
         $92,500



        
         $195,000

 
          
Try these yourself on a separate sheet of paper.  Then check with me to see if you did them all right.  If you figured them out, you’re ready to go.  The final product will be graded on presentation and accuracy, so double check your work.


YOU MAY NOT GET HELP ON YOUR OWN TAXES!

That’s why you need to practice with these.  Doing your own taxes shows us how much you understand.  So make sure you do these and check the answers with me.
        
