PROJECT 4: INCOME TA XES

INSTRUCTOR OVERVIEW
We spend a large part of our work year earning money to pay taxes. We are taxed when we work
and often taxed when we make purchases. Besides federal income taxes, we have state taxes,
personal property taxes, sales taxes, capital gains taxes, and more.

INSTRUCTIONAL OBJECTIVES
In this lesson, students will:






Define taxes as compulsory charges imposed by government on its citizens and their property
to pay for expenses
Identify the most common IRS forms (W2 and 1099)
Complete a Federal 1040EZ and/or 1040A form
Explain the nature of progressive income taxes and determine marginal tax rate
Identify appropriate strategies to avoid overpayment of income taxes

CENTRAL QUESTION OR PROBLEM
What can I do to avoid overpayment of income taxes?

ASSIGNMENT RESOURCES
Students will need to use the handouts provided for the in-class activity. They may use all resources
at their disposal to complete the take-home assignment.

ASSIGNMENT L ENGTH
One week

NOTES







Students are typically intimidated by the thought of doing their own taxes. Many would prefer
to pay a service to complete a 1040EZ. Others have friends or family members complete the
forms. This activity is designed to build the students’ confidence to complete tax forms
themselves.
We spend time in class discussing tax credits that are available for students. I also discuss taxdeferred savings and investing and how being strategic in contributions to 401k or IRAs can
help you keep more of your money.
For more information on tax credits for students, I have found this link helpful:
www.irs.gov/uac/Tax-Benefits-for-Education:-Information-Center.
For information on tax deductions, I have found this information helpful:
www.mint.com/blog/investing/7-tips-to-maximizing-the-tax-benefits-of-your-401ks-and-iras
Students receive Student Handouts 4A and 4B, and we walk through each step. We discuss
vocabulary and content found in the personal information, income, payments, credit, and
taxes, and refund boxes. Students use math skills to complete the form. They will also need to
review the W2 and 1099-INT forms for answers to the questions.







One of the problems I had in pulling together this project was finding documents that were
current. As I explain to the students, tax law changes every year. Most websites are not using
current-year data. I found the IRS Understanding Taxes website
(http://apps.irs.gov/app/understandingTaxes/index.jsp) to be one of the best resources for
W2s and 1099-INT documents. I also use the IRS website for forms and publications
(http://www.irs.gov/Forms-&-Pubs) for up-to-date 1040EZ and 1040A forms.
I know that there are websites that do much of the calculating automatically, but I have my
students do it the old-fashioned way. They must use the tax tables in the back of the handout
packet to determine their refunds. I feel that it’s important for students to have experience
working with the tables, and we don’t always have access to our computer lab. I let them use
any format (online or electronic) when they complete their project-based piece.
If I teach this class during the spring semester, I typically give the students a choice to either
complete their personal income tax form or use the 1040A scenario. If this class is taught in the
fall, I will have all of the students complete the 1040A assignment. The object is to make them
feel comfortable enough with the process that they don’t pay someone to complete their tax
return for them.

PROJECT 4 – ASSESSMENT

INCOME TAXES RUBRIC
This project has a total value of 20 points.

The student did not follow directions. (minus 2)

The student completed the tax form. (plus 10)
The student attempted to complete the form but they were not
thorough. (plus 5)
The student did not attempt. (0 points)

The essay was well written. The essay displays clear facility in the use
of grammar, mechanics, usage and spelling. The essay is generally
free from errors. (plus 6)
The essay contained a few mistakes. The essay displays facility in the
use of grammar, mechanics, usage, and spelling, though it may
contain errors. However, these errors do not overly detract from the
overall success of the message. (plus 4)
The essay contained many mistakes. The essay displays serious
deficiencies in the use of grammar, mechanics, usage, and spelling.
The essay contains an accumulation of serious errors in any and/or all
these areas. (plus 2)

The essay answered all questions thoughtfully. The essay contains
details that support the author’s responses. (plus 4)
The essay answered most questions but lacked detail. (plus 3)
The essay was vague and lacked detail. (plus 1)

Total

ANSWER KEY 4A

PROJECT 4 RESOURCES

COMPLETED 1040EZ – ANSWER KEY

ANSWER KEY 4B

PROJECT 4 RESOURCES

COMPLETED 1040A – ANSWER KEY

ANSWER KEY 4B

PROJECT 4 RESOURCES

COMPLETED 1040A – ANSWER KEY

STUDENT HANDOUT 4A

PROJECT 4 OVERVIEW: INCOME TAXES

WHAT CAN I DO TO AVOID OVERPAYMENT OF
INCOME TAXES?
We spend a large part of our work year earning money to pay taxes. We are taxed when we work
and often taxed when we make a purchase. Besides federal income taxes, we have state taxes,
personal property taxes, sales taxes, capital gains taxes, and more. In this lesson, you will:






Define taxes as compulsory charges imposed by government on its citizens and their property
to pay for expenses
Identify the most common IRS forms (W2 and 1099)
Complete a Federal 1040EZ and/or 1040A form
Explain the nature of progressive income taxes and determine marginal tax rate
Identify appropriate strategies to avoid overpayment of income taxes

ASSIGNMENT INSTRUCTIONS
For our classroom assignment, you will complete a Federal 1040EZ tax form. The 1040EZ is for people
with no dependents and do not itemize deductions. It is considered one of the simplest tax forms to
complete.


Use the information below to complete the boxes in the blank 1040EZ (Student Handout 4B).

1. Your name is Tasha R. Miller and you live at 285 Linden Avenue, Anywhere, Alabama, 00100. You
social security number is 222-00-2222.






You choose to decline the Presidential Election Campaign box.
You are out of college and have been working at the Job Center. Use your W2 handout to
complete line 1 of the 1040EZ form. A W2 is a wage and tax statement sent to you by your
employer. It provides documentation of income earned and taxes paid for the tax year.
Use your 1099-INT form to complete line 2. The 1099-INT form is documentation of how much
interest you earned on a specific account.
You did not have unemployment compensation because you were employed full time last
year. Put a zero in line 3.
Figure your adjusted gross income (the total from lines 1 – 3) and write it on line 4.

STUDENT HANDOUT 4A

PROJECT 4 OVERVIEW (CONTINUED)
A dependent is a relative or household member for whom an exemption may be claimed.
Exemptions may be claimed for the taxpayer and qualifying dependents, such as a spouse, children,
parents, and other dependents earning less than a specific income and from whom the taxpayer
provides more than half of their financial support. For example, a husband and wife with two young
children would have four exemptions.
2. You are single and no one else can claim you as a dependent.




Subtract line 5 from line 4 to find your taxable income. Taxable income is the income upon
which income taxes are levied. You are not taxed on 100% of your earning.
Use your W2 form to determine how much you paid in Federal income tax. This can be found
in box 2.
To qualify for the Earned Income Credit, you have to earn less than $13,980. You do not
qualify. Write a zero on line 8a. You did not serve in the military and have no combat pay.
Put a zero in line 8b.
Add lines 7 and 8 together and place total in line 9.
Using the total from line 6, use the tax table attached to find out how much Federal tax you
owe for this year. Write the dollar amount on line 10.
Subtract line 10 from line 9. Do you receive a refund or do you have to pay?
Use the information below for 11b, 11c, and 11d.





You can leave line 12 blank.
You do not want to allow a third party to discuss the return.
Sign, date, indicate your occupation, and list your phone number. You do not have a spouse.







STUDENT HANDOUT 4A

PROJECT 4 OVERVIEW (CONTINUED)





You did not pay someone to prepare the return so leave the last boxes empty.
Congratulations! You have completed your taxes.
According to the table below, what was Tasha’s marginal tax rate? _________

Your average tax rate is the proportion of total taxable income earned into your tax liability. (Taxable
income can be found on line 6 and your tax liability can be found on line 10.)
What was Tasha’s average tax rate? __________

STUDENT HANDOUT 4B

PROJECT 4 RESOURCES

BLANK 1040EZ
Go to: www.irs.gov/pub/irs-pdf/f1040ez.pdf

STUDENT HANDOUT 4C

PROJECT 4 RESOURCES

W-2 AND 1099-INT

STUDENT HANDOUT 4D

PROJECT 4 RESOURCES

TAX TABLES

STUDENT HANDOUT 4D

PROJECT 4 RESOURCES

TAX TABLES

STUDENT HANDOUT 4D

PROJECT 4 RESOURCES

TAX TABLES

STUDENT HANDOUT 4D

PROJECT 4 RESOURCES

TAX TABLES

HANDOUT 4C

PROJECT 4 ACTIVITY

INCOME TAXES: TAKE-HOME ASSIGNMENT
For your project-based learning assignment, you will have a choice as to how you would like to
demonstrate you have mastered filing income taxes.

CHOICE A
If you plan to file your personal taxes, you may show me your completed return for the 10-point
assignment credit. Please recall that if you are uncomfortable with sharing personal information, you
may make a copy and black out anything you don’t want to share. I will not review the return for
accuracy. I will simply make sure you have completed the form and filed a copy in your project
binder.

CHOICE B
If you do not work or your parents claim you on their taxes and you don’t plan to file a return, you will
need to select and complete this option.
The scenario below indicates that you had a job and your parents claim you as a dependent, but
you still need to file a tax return. You will need to complete a 1040A Federal Form (Student Handout
4E). This is very similar to the 1040EZ Form. Use the profile information below to complete the
assignment.
PROFILE INFORMATION
Name: Monica Lindo
Employment: Full-time student, part-time registration assistant in ER
Marital status: Single
Spouse's name (if any): N/A
Children: None
U.S. citizen: Yes
Other: You live in the United States with your parents, who pay for all of the costs of maintaining the
home. Your parents paid for your food, clothing, and tuition during this tax year. You paid for your
books and transportation.
It's the end of the tax year. You receive your W-2 from your employer. You have earned $4,821 from
your job.
Note: Your employer is required to send your W-2 postmarked by January 31.

STUDENT HANDOUT 4C

PROJECT 4 ACTIVITY: TAKE-HOME ASSIGNMENT (CONTINUED)
You have everything you need to file your taxes. You will be using Form 1040A and the W2 statement
provided.
Don’t get tripped up:






Your parents will claim you as a dependent so do not check box 6a. Your total number of
exemptions is zero.
In the income section, you did not receive a 1099 Form so the only income to report is
indicated on your W2.
You are allowed to take the standard deduction even if your parents claim you.
This scenario does not include tax credits. This area can be left blank or use a zero.
When you have completed the tax assignment, you will then include either your actual tax
forms or your sample tax forms in your binder.

STUDENT HANDOUT 4E

PROJECT 4 RESOURCES

BLANK 1040A
Go to: www.irs.gov/pub/irs-pdf/f1040a.pdf

STUDENT HANDOUT 4E

PROJECT 4 RESOURCES

W-2

STUDENT HANDOUT 4F

PROJECT 4 ACTIVITY

INCOME TAXES ESSAY
In a one- to two-page reflective essay, typed and double-spaced, answer the following questions.
Make sure you proof the essay for grammar and word usage mistakes.





Have you filed taxes before? If so, did you complete the forms or did you have someone do it
for you?
What thoughts do you have on the process? Did you find it difficult?
After reading the text and class discussion, what are some ways you can keep more of your
income?
After practicing taxes in class, will you complete your taxes in the future?

