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reproducible graphics are intluded. The student booklet contaips
relevant vocabulary, readings, and workshgets. tﬁCi
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Welcome, teachers, to this:$CAT Constmer Education Teacher PAL*. We hope you will find this a
useful resource while you are teaching this subject. Features of this PAL include:

A CONTENT OUTLINE of the Student PAL subject matter to aid you43n elass discussions.

STUBENT OBJECTIVES which state in behavioral terms the object@bes of the Student PAL.

SUGGESTED ACTIVITIES which you may ﬂ1sh to use as enrfchment pct1v1t1es These include:

INTRODUCTORY ACTIVITIES wh1ch g1ve suggestions for 1ntr$duc1ng the topic.

DEVELOPMENTAL ACTIVITIES which give ideas for develop1qg the major concepts in the
Student PAL. These suggestions are keyed to each sect10n of the StGdent PAL
and include appropriate resources. f ) ,
REVIEW ACTIVITIES which give suggestions to guide the tu1m1nat1on of the study
|="‘
RESOURCE suggest1ons which are of three types and coded as]fo]]ows

* Mater1als deveToped by $CAT and included in this Te#cher PAL.

L]

[
+ Commercially developed mater1als, available at a cgst.

L
= Commercially developed materials, available free or on a free-loan basis.

L
o
i

ADDRESSES of the producers of alt @hggested resources as well as others which you may wish
to contact for additional ideas and/or materials.

/ ~' SO
aqed Aci:v;t1e5 for Learn1nq . 5
ERIC*Y .

M ]
IText Provided by ERI( .
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A SPECIALIZED VOCABULARY, wh1ch is an a1phabet1zed listing of all the "Passwords“ 11sted
in the Student PAL. ,

FILM DESCRIPTIONS for each film suggested as a resource.

1A

INSTRUCTIONAL AIDS which include Xerox masters for the Test, the Test Answer Sheei,
Student Activity Sheets, Film Guides, and Transparenc1es which you may w1sh to use

Y * x 1“ yOUT' Study . . . . - . -

ANSWER KEYS for the Test, $CAT-deweloped Act1v1ty Sheets, and all pages from the Student .
PAL requiring student résponses. -:. , _

.
’

-
+

A STUDENT PAL for your reference.

bl

-

In addition, some pages in the Student PALs are designed specifically-to encourage class. dlSCUSSiOnS,
nd teacher-led discussions may be necessary. to insure student comprehension of the concepts presented,
ach pages in the Student PAL for this topic includet’ r .

1]

: Pages 4-6; 15: Attitudes toward taxes .
. Page 10: Government services
? Pages 62, 66: Improving the tax system

o

#

These features are suggestions on]y’
to- chooSe those activitijes and resources most appropr1ate for your students.

LY

LY

N T - ’ _ ". : \

You, the instructor, know your class best and should feel frag, -
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Taxes--sales tax, lncome tax, propgrty tax, etc., etc. The Amem1can citizen
finds it d1ff1cu1t to ignore taxes or the services they bauy. 'Nearly One th1rd of

a wage-earnen s-Income is spent in meeting 1oca1_ state. and federa] tax 0b11gat10ns.

-

i
- ‘ . . . t

»
L L~
L

A basic.understanding of taxes is beneficial to the student because of'the -

impact of taxes on his daily life as a.consumer through the services he-receives.’

and the taxes he‘pays or will pay as a wagé-eafner. . .- o

-
L}

-

om,

An Offer You Can't Avoid-effers a gurveysof the basac tax types w1th the
student givenpractice in completing the Form 1040A.. Additional exercises as well
as suggestions for teaching the Form 1040 appear in the TeadhéQ'PAL for Ar Offer

You Can't Aveoid. : ' .
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[.” Why we have taxes
A. quérnhent$1 budgets

‘8. Governmental services '
Consumér protection
Edycation
Health and sanjtation -
Highways
Lega] systems
Librariés ‘ ot

, Nationdl defense
Police and fire protection
Postal services

10. Recreational faciiities

11 Transportation y

12 Utilities,

13. ~Veteran benefits |,

T4. Welfare .

A

-
WO 0O~ OO U Lo R —

o \ 13
11, 'Kinds of taxes: :
A. Sales tax
B. Income tax
= C. ﬁroperty tax
- D.  Social security tax
- L] * ¢
- 3 .
b ) ;'
’ % .
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L 3
Classification of taxes '
ﬁ} Level '
1. Local,
2. State ) .
3. (Federal Y S A
"B Effect . Y
. 1. Proportional _ T
2. Progressive’ SRR
3. Regressive . . ?
Tax forms .

-

A. App]]Cdt]Oﬂ for a Social Secﬁrity

Number {SS- 5) ‘

Individual Income Tax Return
{1040) '

C. V. S Individual lncqrne Tax Returs

Short Form {1040A)

D. Wage and Tax Statement (N-é)

"< E. " Employee's Withi6Yding A]Fowamce

Certif1cate (W-4) - _ *

'
i
. oo ’,,0




V. Steps in f111ng 2 1040A " V11. Checking a return before mailing

" A Pre]1m1nary . A/ Name
‘ *1.' Filing “requirements

2.~ Itemizing deducticns B.. Soc1a1 seCUr1ty number

i " B. Completing the fprm .C. Pre51dent1a1 campa1gn fund &
. . 1, Records . ‘
"2. ldentification’ D, Exemptjons -
. 3. Social gecurity o .
4. Campaign fund ;> E. Tax computation
5.. Status . K . X . .
6. Exemptions® F. Arithmetic ' ..
< {, 7. Income : . . , : ' - ‘ '
¢ 8. TCredit ) . . G.” Signature and date
) 9. Tax : : .
- 10. ~ Tax status o VIIL) Pﬁbce551ng a return
i 11.  Recheck S .- : ’ ‘
' . . 12. .Sign, date : . ) q“m De1IVery to servuce center
™ 13, Attdchments ) e . . )
! T B. Sorting procqss X _
.~ VI. Help in filing returis - : R : ' :
: e "} . ., C.- "Eyebdll" check : )
A, IRS IR R o - L Lo ’
oo o oY . Dz “Transcription *
B. Tax services S . .
., . ' R . ' l " E. 'De11very to National Computer Center. .,
C. . Tax c11n1cs S : '
‘ - F. Taxpayer' s‘master f1le
D. Credjt ﬁn1ons
, G. BRefund 1nfon£§tlon
E. Enrolled agents - ) o ' e
R . ", L Ny . " ) v H. Audit potential . '
R oAts /-_ ' . _ - -
. ] o o -, I. Return of tapes to service centér
G. Attorneys ¢ B ) : I . e
oL . ot - J. Audit procedures
. - N Q - \
wh ’ 3 ‘ L) ~ 1‘1




IX.

ERIC

. -
- .
b
+
+
+
¥
- -
- Al 3

LR T\ .

- L4

* ]

The apdit process

A.. Kinds of "audits : IR )' i
1. Unallowables e
2. Research audits ) .- : I SEEREESEE
-3, Correspondence audits L s v

‘. s . - &' .
', . -
B. , Three-year record keeping rule . . ’
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' of the password. R

" Given the amount to -be raised’by‘taxeé ard

A

cL
Givén a password and several- EIternafives,
the student will 1dent1fy the def1n1t10n

riven severa1 a]ternat:ves, the student
wil1 identify the principal-reason for -
reqUIGang taxes N

Given'several alternatives, the student
w1]1 be able to identify four reasons

far ‘tax pen&ltles

Given seOeréﬁ a]ternat1$es, the student
will be aBle to identify characteristics
of income,.property,’ sales, and ;oc1a]
.security taxes

' [ S . ¥ :

Given a money value and/or a quantity and
a tax rate,,the student will ca]cu]ate the,

dollar amoﬁnt of tax.

the total assesged value. of real property .
in a community, the. student will calculate .
the tax rate per ollar of assessed va]uatIOn

£ e -
h . .

ST Student Objestives T -

10.

11,

. dependency exémptions. : v

Given the tax rate and a prdperty va1ue,
the student will calculate the amount
of taxes.owed. , ° - P

.. . . . - -~
Given q’personal Tncome tax payment'schedule
and an employee's pay amount, the student
will calculate the amount of the income
tax deduction. Cy . .
Given'severaT alternatives, the sfudent
will identify persondl income tax as an
example of a progressive tax.
The student will be able .to distinguish .
between and fill out, if appropriate, the
fo]]ow1ng forms: $S-5, W-2, H-4, 1040, °
and 1040A . .
G1veh personal information and the ro.-
priate tables, the student will” detenn1ne
whether the personés) must . file am income
tax return and/or whether br not.itemizing
is recommended. v, .

. Given several alternatives, the student

will differentlate between personal and

'

]




13.

14,

15,

—

Given a person's taxable income and filing
status, and the appropriate tax tables,
the student will determine the amount of tax..

Given several alternatives, the student -
will identify the types of persons and
_agencies that t will offer assistance in
preparlng a‘-~ return, -, ] .-

Given several alternatives, the student -
will identify good and bad features of
various agencies and persons’ that offer
assistance in tax return preparatioh

w4}

16. Given several alternatives, the student
CwWill 1dent1f possible- reasons for tax
'return audit )

. . .4, . J

17, Given several alternatives, the student

' 'will identify the length of time a person

should nexa1n cop;es.pf his tax records
and returhs.




" *which ‘gqovernments provide
sérvices to cifizens.

47

Display oversize Forms 1040 and 1040DA and other income tax forms.

3
e

Collect and display cartoons and quotations dealing with taxes.

’

\
LS
‘ “:ﬁ; p
Exp]o:9,£$e11ngs and understandings about taxes:
What are taxes?
How do taxes affect you? -
How many kinds of taxes. are there? ' N .
¥hat is good about taxes? .,
* _What is bad about taxes? - : ’

List .-topics for student research.
How Taxes are Agsessed
- How Taxes  are Collected
. How Tax Money is Spent. .
. The Hisfory of Taxation in the U.S.
Income Taxes in the U.S. _
_Social Security Taxes in the U.5.

Include such>topics\a§:

L}

b3

R, .
', i ! , _ 7
s . . » : A
- ", . -
T ltrodvetory  Aeiivities
.Gé.r-ie}jg':i‘l'{l‘zﬂﬂlions‘ I' | . “Activifies ~ Resources
Téxéé’hre_the mﬁg:;’by 1. Administer 4n Offer You £an't Aveid test as a P:gdfesti * Test

Teacher PAL

= Fundamentals of Tax f;)

+

i

Preparation .
(Teacher mater1a]s)
IRS -

District Director

But Is It Deductible?
(Book)

¥all Street Journal

Newspapers
Periodicals

IranSparéncy Master #1
Teacher PAL .

Taxes

{16 wm film)
Churchill Fj]msx

vUnderstandlng Taxes
- (Teacher Resourcé)

IRS

Money Talks
{16 mm f1lm)

IRS S

21 -
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- . Devalepmental Aetiviiies

(/
Achvities” Resources .
[
Utilize 1. WHY TAXES? " * Student PAL; pp. 3-18
Exp]ore the need for taxes 1n the Uni ted States 'Discuss such items as: * Transparency Masfers #2-4
Why do we need taxes? : Teacher PAL . | \
How does the governmerit Spend our tax dollars?
- Why is it important for a taxpayer to know how tax money is ‘spent? + Taxes: Why We Have Then?
/ what penalties, face-the-dishonest taxpayer? {16 mm film - Film Guide £1) ..
,z' . . BFA
/3 Investigaie the sources of federal revenue. = Chapter 1
. ’ Understanding Taxes
{(Pamphlet)
¢ ‘ 1‘35
4. Collect newspaper and periodical items on taxes for display and discuss%on: # Newspapers
o : ' ’ : + Periodicals ’ . @
5.. Evaluate the statement . . A
' ONE SHOULD NOT ACCEPT THE PRESENT “TAX SYSTEM AS PERFECT, ASSUME THAT ALL
GOVERNMENTAL PROGRAMS CONTRIBUTE TO THE WELFARE 0F THE CDVNUNITY: NOR .
CDNDEMN IT WITHOUT RELIABLE INFDRMATIDN 1 r N
6. D1scu§3 why it is necessary for budget1ng to precede any taxation plans. = Chapter 1 % , i
(Where the money is -to come from, where it must g0, etc. ) Understanding Taxes
' y , {(Pamphlet)
] . rooe ot . IRS :
[ D) - . . ) 4 ,
777 Discuss the dual role of taxes: A source of revenue. : f Loulh 20
: ’ A means of influencing the economy ‘
8. Ask: Is “Taxes are-a bill for services rendered". a fa1r statement? '

Prepare a poster or bulletin board’ showing "What: Taxes Buy."

\
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> Aclivities ‘ R " '\ . ,Resources
‘ ! ¢ n N w r -
, . . [ . . z ‘5& P . ‘ N h
1. utitize 2. HERE A TAX... , - . * Sthdent PAL, pp. 19-34
. . . - LI Y
. - . \z’
’ e ! ) A A " X
" N o ‘\ “
. . T i % .
2. Explore the four basic taxes most citizens pay. _ ’ .
[l — )
3. D1scuss and/br debate the tax d11emma lawmakers face: :
the demands for increasing ‘services against the Qemands for decreased spend1ng L
Discuss why such a situation is not possible. .
4. Prepare a "Yist of all the different kinds Qf taxes that mgght be paid dur1ng a year. * Transparency Masters #5-6
: b-‘i a typical family. \- Teacher' PAL- 7 . -
5. Prepare charts and-graphs illustrating: ~ .
. Total amount and soudrces of revenues for your. state i v
‘ Expenditures by functions . .
_Kinds of taxes and amounts rece1ved .
, " Amount of state debt
Compare these areds for several states in different sect10ns of the U\S
6.. Invihe%11oca1 tax official to, address the group. ! Local tax assessor or ather
. . Ty 3 Y . finance officer: city,. . v
T . al countyy \
a . ‘ ‘ | untys IRS N
. 7. Investigate any one of the Jocal city, county,. or state taxes Tax officials
Find: The rate of taxation . . -
\ The basis on which the tax is ievied or assessed
oot How the taxes are cellected . Y
The purpbses for @¢hich the money is c0]1etted‘) Y ) " . o
8. Elicit comments and reactJons and ask Students to develop. exerC1SES on the « P
following: o :
¢ " THE AVERAGE AMERICAN LABORS WO HOURS AND 52 MINUTES 0F EVERY EIGHT-
HOUR WORKDAY TO PAY HIS TAXES. ON A CALENDAR BASIS: HE WORKS FROM g ,
J JAN. 1. TO MAY 11 TO PAY HIS FEDERALs STATE, AND LOCAL TAXES. .
- = - T es
9 - .
- i . .
~ ™ . N L8




T Aclivilies

© Resources

-

9.

10.

.Inc]ude

_Debate:

- »

Compare total tax burdens of U%S c1t1zens ‘with those 1n other cowuntries.

’ . ' “e . L ¥ ; ‘ F)
Compare and discuss the basit -typeés of taxes. . . . ' ‘
What aré the arguments.for ahd against State sales and income taxes?
N What are the atvantages and d1sadvahtages to the emp]oyee of with-

, holding® tax on salaries?
o why are TocaT schooﬂs f1nanced largely through property tax?‘
A taXpéyer would rather pay out relatively sma]] amounts .on each
"purchase (such as is the case with sales taxes) thah paying out a
large sum in taxes. N

. The sales tax is based on the consumer’s ability to pay. '

The sales-tax is a convenIent and efficient method of Qg11eqt1ng taxes
from persons who have the money to pay for goods and serv1ces. e

1

Discuss the serv1ces provldedfpy local property taxes.

sapport given the public schbo]s.*

EmphaSIZe ‘the local

-

L 3 -

* Student Activity Sheet #1
. Teacher PAL

Finance Director, . /
Local school district

13, D1scuss why - taxes are hlgher 1n some communities than others. .

total \price of the gasoline-is the tax?

[l Y O
0' L)

Ll

Pen

) Kind and quality of servicés. prov1ipd ¥ : .
Differénces in, property values - - ) ' = 4, :
Purchasing efficiency - ‘ ) t ot
Amount of staté aid-tb local district _ . e ‘ N
Other income regeived . - o a L . -~ A
Corruption, dishonesty, etc. - . - IR * y
14. Have students visit or call a local gasoTIne station and find out the amount . ,
" of taxes included in the pr1ce of a gallon of gasoline. What percent of the ! '() €t
v U w
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6.

-2,

-

F 15,

Compare state sales taxes and state gasoline taxes for variohe states.

IHlustrate the differences through student-made graphs and/or maps.

N LW
B ’
1
.

#

N

Investigéte state income taxes and total tax burden by stafes. Include such

© Student Activity Sheet #2

Teacher PAL : .o

"State-Gasoline Tax Table"
"Optional State Sales Tax
Tables" LA
Publication 17: Your
Federal Ipcome Tax

topics-as:

Which ,states do not yvet.have income taxes
How' taXe$ vary from state to state

Design real Tife situations in which skill in solving tax problems would be
Include use of sales tax tables such as those used in stores, '

applied,

computing tax due on purchases, property tax b1115, etc,

D1scuss the eva]uat1on of taxes--how would you define a "good” tax? K
Emphasize the effect of paying the tax“on the taxpayer's ability to pay.-

Evaluate the stqtements Tax laws are too cohp]icated I .
v - Tax laws are upfair. .
_ Tax laws are wasteful.
Discuss the fact that no tax is perfect.. = , ’
Include: If you "soak the r1ch,kﬁ1ncent1ve may be destroyed.
Jf you overtax the poor, you increase “poverty“ which leads
. to more welfardF
The sales tax is a regress1vextax designed. to “soak the poor.”
A progressive income tax is fairer than a sales tax because the *
<burdén is placed on people with big incomes.

Assign 1nd1v1duo1 students or groups ‘the task of devising a “good tax" for the
United States. Present this tax plan as a p&art of the Qu'iminat‘ion of the unit.

L3
+ =
-

-

TRS

Student Activity Sheet #3
Teacher PAL ~

-~




. Achvzhes _ . . Resources

¥

1. Uti];iz'e 3 FORMS - C - _ *_Student PAL, pp. 35-42 |

'
N . B N
. . .
\ i - . b . ,1
- . PO . . ‘ N
— .

2. "Discuss Social Security taxes. ' Four, .q.
X . ] ) ) —f‘lng) ~7
) . Soc1a1 Security AdminiStration
s ) *
i ' e Resource speakers from local
Social Security office
s . . ) : Social Security publications
L} . lw a4 -
3. Make application for Soc%ial Security numbers.: .
(Sample for those already having numbers, make real applications for those { * Student, Activity Sheet #4
withoot social security numbers) Teacher PAL -
4. Practice computing social security deductions from pay, checks by using - ) | = Circutar E--Employer's Tax
IRS tables. ¢ . Guide ]
b 5. Differehtiate between the W-Z and W-47 7 ion given on each, times at * Student Activity Sheet #5
. which each are’used. . - : o  Teacher PAL
6. Combare Forms 1040 and 1040A: Which items are the same? * Student Activity Sheets #6-7
: ‘ - ~ How db the forms differ? : \ ' Teacher PAL :
} " ‘What additional forms and instructions are
: necessary to complete each? , ) = Oversize 1040 and T040A for

“ ' _ ~ ‘ classroom use
: . Understanding Taxes
{Teacher Resource)

v "o . . '
’ s . ) IRS P UO 31”
7. Tax reform is.a frequent‘ subject of government and public interest. ]
'Ask WHICH PARTS OF THE FORM 1040 RETURN wOULD YoOu HODIFY BECAUSE OF COHPLEXITY . ‘ L ] ®
‘ANDIOR UNFATRNESS? ’
NITHngA? WOULD YOU REPLACE IT? ] ' ) . \\ .

; .
¥ - . . .
- . - - @ A
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Activities - . - - Resources
8. Devise a quiz-type review game for the basic forms emphasizing form name £ Chapters 2-3
-and applicability. ! ’ Understanding Taxes
v {Teacher Resource)
) iy IRS
o ar ; -
w7 /

13 * ) v
. 1. Utilize 4- THIS IS- THE WAY b * Student PAL, pp. 43'—@2

4 ’

2, Ana]yze the steps necessary’in fﬁ11ng a 1040A: ' , = Chapter 4 )
Filing requirements. . - ' . " Understanding Taxes
Filing dates ' . (Pamphlet)
Separate vs. joint returns ~ 7 \ ' IRS
- ) Items included in income
’ Distinguishing between deductions and exemptions R .1 * Transparency Master #7
S " Utilization of tax tables-and tax rate schedules - - Teacher PAL -1
Determining refund or balance due
Double checking for errors . . ‘ + J.K. Lasser.'s Your Income
“ . . ' ’ Tax
f' . Simon 'and Schuster .
+ Sylyia Porter's Income
ax, Buide )
ﬁﬁTkestone Publications, Inc.
’ .. ' ' + Your Federal Income Tax .
AN ' . . : ARCO PubYishing Co., Inc.
3. Emphasize terminology.as it appears. . . ) * “Specialized Vocabulary"
) ’ Teacher PAL

"4, Develop a form for use in gathering information necessary for filing a

1040 or 10404,
s

13
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Aclivities ) Resources
5. .Complete a ]040A w1th teacher-given samples. . = Qversize 1040A for classroom use
{(Use actual student data for students who ‘are employed,} * Understanding Taxes
. {Teacher Resource)
. IR;i '
6. Lomplete 10408 forms prOJected on individual persona] data f0r five years ;
in the future; for ten years in the future.
7. Point out the necess1ty of filing a return for a refund in sitwations in which
taxes have been withheld, but no taxes are due. v
L ’ =
8. Point out the ways to benefit from the use of the 1040 form.
Inciude: A1l allowable interest such as home~mortgages, personal and installment .
loans
— . ? Specific quidelines for medical deductions and how to claim medica) , -
i insurance premiums ~
Taxes which may bé-deductible: income, real property, personal property, . i
. general sales tax, gasoline tax . J
) Low income allowance _
9., Complefe-a tax return using sample and/or teacher-given samp}e§ ' * TranSparency Masters #8-9 :
* : . * Student Activity Sheets #6-7
' g Teacher PAL
IU.J‘Evaluate the statément: THE TAXPAYER'S ACTUAL TAX LIABILITY WILL DEPEND ON" A (
. . NUMBER OF FACTORS INCLUDING HIS FILING STATUS, THE '
' NUMBER OF DEPENDENTS, AND THE NUMBER OF EXEMPTIONS, CLAIMED.
- 11. Develop and discuss the two equations: REFUND DUE °AMOUNT _ TAX REQUIRED ‘
TAXPAYER = WITHHELD FQR THE YEAR
BALANCE DUE _ TAX REQUIRED _ AMOUNT )
, IRS © FOR TH; YEAR  WITHHELD
12, Coweprqathe serwices, qualifications, and charges er tax prepa}er”tervﬁCes. ..
. ) " o=

L




Activifies '._ :

Resources

15,
16.

17.

18,

19.

3

Evaluate the following statements concerning fhe préparation of income tax.-,
raturns: In taxes, what you don't know can hurt you.

1f you hire a pro--it'll cost you more. _

Three out of four taxpayers get someone else to do their returms.

Develop a list of "cautions" to use when utilizigg a tax preparer.
Intlude; Never sign a blank return.
Be skeptical if a refund is promised,
Look for someone who is estabiished in thetommunity.
Avadd preparers who offer an immediate refund.

1. .
Emphasize the wfact that regardless 6f who does the actual preparation of the
income tax return, the .taxpayer himself is responsible for the accuracy of  the
return, , . y
/} ) 1. ’ - ’
Discuss: What happens to a 1040A once it is. mailed?
P

-

.*Suggest that students make charts or bulletin board displays 111ustrat1ng the
_ route'of a tax return,

Investigate:. How many "hands"” doeiaghe aﬂgrage return pass through?

-
4 £

¥ “ ) L
Evaluate IRS tax advice. -Include: 66 toil-free answering sites . //K_
g - 900 taxpayer assistance centers

In 1978 IRS prepared over 1,600,000 refurns
Gpvernment Accounting gffice fbund 13%" of

5 answers were in error 1n telephone. answers

-y @ %
4 Fl "
.
[ - * T ¥ W
&,ﬂ ‘»
- & v
26 ) , B
(¥ " .
4 . ) - / -
2 .
o b \

= Publication 17
Your Income Tax
IRS

+ "When the IRS Gets Your Return"

U.S. News & World Report
March 28, 19??

= Tax Rock

{16 mm film) !
IRS '

+ "IRS Tax Advice: It Ain't
fecessarily Sound"
Reader's Digest
February, 19/9

-/
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Resources

Activities S % -
1. Ut‘ihze 5 WATCH OUT FOR!..
2: Devisé a 1ist of pointers to aid in avefiding common errors in filing an 1ncome
"tax return. . .
3. Discuss the degree to which returns are found in error by 1isting'the following
facts: Almost 5,000,000 of last year's returns were flawed by mathematical errors:
' Preparer Errors
Do-it~yourself 1040's _10% N ‘
Professional - 5%
IRS 3.6%
IRS reported 3/4 of medical deductions (bEyond 1nsurance premiums ) and
nearly 1/2 of interest payments {excluding home mortgages) were in erﬁbr
“t o .
, - -
Lownize 60 IT°S NOT ALL OVER YET!
Uefiné_"éudit“ as used .in income taxes..
y,
3. _Uti1ize average. itemiZed deductions to determ%ne audit poss1b1lﬂt1es
List and define the basic stéps in IRS audits: Wnallowables
. Research )
co:-’ré'spdndene‘e
L * ' ’ ! ’r’} -:
« J : : . "~
. _gi : \‘_,/
4. Review the rights of the taxpayer in the audit process. § .

* Student PAL, pp..63-66

* Student PAL, pg, 67-73-

t

g:ﬁaa11zed Vopabulary
. er PAL

* Student Activiﬁy Sheet #8
Teacher PAL f

£ “1F Nour Return Is Audited”
Publication 17 4
¥our. Federal In omg Tax
IRS o ,[’

‘)!3

= “Thcome Tax Appeal Procedure"
(Iustrated dtagram)
Pubtication 17-
Your Federal Income Tax .

ms T
®

T s




R  Aclivilies ”

x

. Resources

i, +

suggested 1ist “includesy
‘Deductions for contributions that exceed 10% of total income
' Medical Expenses excegding 10% of total income . "
Expense claims by salesmen of more than 25% of total commissions
. A business loss for more than-2 years in a row .
Legal expenses which are not fullygxplained: :
+  Claims for casualty losses that exceed 3500 .

. 6. Point out the fact that not all notices from IRS are to be feared.
Surprise refund checks often result from computer checks of returns. :
. Causes of such errors include errors in computat1on, use of frong forms,
and fa11ure to use all credits. . .

e,

- 5, ve]op gu1de11nes to use in evaluyating réturns.to determ1ne audit probabilwty.
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(Revieey Asiivities .,
' . & F;_fh
Generohzotions ‘ Activities ' Resources

'

-

Taxes provide many
recessary services
and are both a bur-
den and a responsi-
bility of American
consumers ,

i“

Prepare a bulletin board display of -the vdrious .kinds of taxes,

-

L 4

Devise games and puzzles'to review thg vocabuiar{kof taxes.

4

_-.,-\/( ‘
Select two teams of "tax. experts“ to compete in a qui! pragram
based on the concepts covered 1n the tax study.
Deve]op a better income tax System for the United States;
Two' cdfrrent. suggestions_igguff .

A. Eliminateé nearly all deductions, preferences, crediME;\v
"+ etc., and establish a simﬁle progressive tax.
. B. Simple 3-Step System; . 2
(1. How Much Did You Earn? . :
2. How Much Do You Have Left?
3. Send #2‘(

Review the student objectives for this module.

Administer An df}br You Can't Avoid test as a Post-test.

-

- k

. . .
" . . . s *
‘ r

”

* Transparency,
Masters #5-6

¥ Teacher PAL

- /
= Crossword PuzZle
Understanding Taxes

T_hmphletg
IRS

* Student Activity

Sheet #9
Teacher PAL

- “U_Jf

* Student ACtdvity
‘Sheet 10V - Q
, Teacher.PAL

* Test . L b

Teacher PAL™ . % |

N @
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ARCG Puflishing Company, Inc.® Grossett & Dunlap, Inc. . Social Security Administration
, -+ 219-Parki Avenue South 360 Park Avenue South . ‘ 80 N. Hughey Avenue
» New York, NY 10003 New York, NY 10010 . Orlande, FL X801
BFA Educatiopal Media Internal Revenue Service Centers: Wall Street Reports Publishing Corp
2211 Michigan” Avenue . Andover, MA 05501 54 Wall Street
Y m@uom'ca, CA 90404 . Atianta, GA 31107 : Rew York, NY 10005
; ' : Austin, T% 73301
b Cincinnati, OH 45999
. . Fresno, CA 93888 ’ .
N - Churchill Films Holtsville, NY 06501 Mhitestone Pub11cat1ons, Inc.
662 North Robertson Boulevard Kansas City, MO 64999 262 Mason Street
: Los” Angeles,, CA 90069 o Memphis, TN 27501 Gréenwich, CT 06830
A : - Ogden, UT 84201 N
* . ’ Philadelphia, PA 19255 '
i B
Simon ang Schuster, Inc. - S
1230 Avenue of the Americas
\ New YorK, NY 10020 -
R / 1
144 ‘ o . . .
1 & . . ’ -
o , 45
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AGI »
APPEAL
ATTACHMENTS

ATTORNEYS
AUDIT

BUDGE{
CAMPAIGN FUND
CPAs

"CREDIT UNION,

-~

CREDITS ’
COMPUTE
CORRESPONDENCE AUDIT

+

.Sp@@iéﬁ}z@d M@'@é@w/@m

20 , : /"

" Adjusted Gross Income

The right to transfe; a case to & higher court for rehearing

Forms attached to the face of a 1040 or 1040A to substantiate
figures which appear on the form. .

Attorneys who specialize in tax matters

The examination #nd veqification of amounts stated on an inceme
tax return _ -

A governmenta) agency's plan for ‘spending -

Presidentdl flectiod Campaign Fund: -

Certifidd Public épcouﬁtaﬂfskélicenseﬂ spesialists im the keeping
of financial records ' .

A financial cooperative in which meibers with 2 common bond join
together to save mohey and make lozns to members .

+

Amounts which are deducted dirgctly from one's taxes

. ]
Figure; determine v

Alletier,froﬁ the IRS questibning a §ingle tax issue, such as medical
deductions, requesting that the tazpayer mail copies of supporting
document$ to the IRS *’ ” - —

- .
v
. i ‘ - .
.
' N




DEQUCTIONS

. ENROLLED AGENTS

EXEMPTION

" FICA

FIELD AUDIT

FILING STATUS

FRAUD

. _INCOME TAX

IRS

LEVEL OF GOVERNMENT

LEVY

LIABILITY

-~

'Y

Standard or itemized amounts which may be deducted from income in
arriving at taxable 1ncome, sales ‘tax, interest payments, charitable
contributions °

Former [RS agents or persons who have passed a Treasury Department
exam to qualify to prepare tax returns

Standard amount deduction from gross income 2l1lowed for the taxpayer
and his dependents as exempt from income taxes

Federal Insurance Contributions Act--Social Security

An audit “in which an IRS officer visits the taxpayer's home or office
to inspect records

.CIassification used t0 determine tax rates and standard deductions;
examples are single, married, filing jointly, etc.

A statement made with the intent to deceive

- A tax levied by the government on the 1ncomes of individuals, trusts,

gstates, and corporations ; .

The lpterna] Revenue Service the Treasury Department s tax collection
division

Classification of government: 1oc51, state and fe&éral

" The imposing and collecting of a tax or other payment

The amount Of tax owed

| 49
a -,
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NEGLIGENCE : ) ‘Carelessness; failure to exercise the standard of care expected of

a reasonable person in such situations.

L

) OFFfCE-HUDIT i An audit 1n which the IRS notifies €he taxpayer by letter of which
. - _ items are in question and requesting the taxpayer to V1s1t the IRS
§f office for the audit :

PREPARER - . ’ One who completes an income tax return other than the individual caxpayer'
Taxes based on "the more you make, the more you pay" pr1nc1cle high

\mcome earners have a. Iarger fraction of their tota] income withheld
} than Jow income earners )

PROGRESSIVE TAXES

PROPERTY TAX , A tax levied on real estate jtfﬁ"arl,)r persona1 property that can be
’ bought and soid .
. PROPORTIONAL TAXES o Tadxes in which a single tax rate is applied; a tax which remains
. the same such as 4% sales tax
- " REGRESSIVE TAXES . Taxes based on the same rate regardless of the level of one's taxable
: , income; such taxes take a larger fraction of total 1ncome from low
‘ ncome earners than from high income earners _ .
RESEAREH AUDIT Returns chosen at random for a scientific sampling of returns, in
. such an audit, every item 1s carefully thacked and must be verified
SALES TAX . A tax levied on goods and services ‘
" wi
{;.x SCARCITY " " ® . Deficiency. limited rggcurces to pﬂrchase unlimited needs and wants
* SEEVICE- v . An actiydty which provides persons with basic needs, protection, etc.;
) . education. police protection, utilities, etc.y provided for through
* taxation

~

.
‘ -
. X . '/ .




SERVICE CENTER . .:--.= IRS center for the procesy'rng of tax returns from & specific geographi- |
A .. _ o cal grea ‘ ' - .

16th AMENWENT, *The amendment to the Const1tut10n authomzmg’ the collection of

“ sincome taxes by the U.S. government -

. - T g - . .
SOCIAL SECURITY - Payroll tax which prdvides retirement and medicare benefits . .
SOCIAL SECURITY NUMBER _ A nine-digit identification number for social security purposes
$8-5 - ) Apphcatmn for a Social Secur"ity Number form o ":}/, ‘ /

,f

TAX ’ A payment required of a citi zen to pay the *cost of goverpment ser\nces
TAX CLINICS Non-profit sources of specjatized tax "advice to low-incbmg taxpayers,

. . usually sponsored by 1aw chools, volunteer__set‘v?ce orggnizatwns," and

oo~ . “the IRS. - .
TAX éCHEDULE ' Guide for determining tax owed in which a certain amouni: is ‘given
with any excess.tax figured by percentage ; .
TAX SERVICES Local or national businesses for preiaam'ng tax r‘eturns
TAX STATUS ~ An individual taxpayer's "owe" or "refund ‘due" status after fris taxes
‘ { have been computed '
TAX TABLE.& ) - " . A table from which a tota] tax owed may be. read without any additional
computation N .
.\ -
1040 'U.S. Individual Income Tax Return form . .. <
~ B » \ .
59 _ 1 . : '53 ; .
L et b




., -~ S * - ‘ 4 ] N L
- . E . 24 Fl ,; -
. .
- ] \f ¢ I‘--—...____:x .
= ~ &-" 4 L]
+ i = | C{ . * ) - :
- , “. - . %.. -. ' ‘ W
7 1000-A" U.S. Individual Income Tax Return--Short Form : . )
1099 . . o - . An income stdtement -form for income from which no taxes havé been
.o - withheld i : ’ . # .
.t " ~ : . A - L 4 . . . ! .
© TRANSCRIPTION - " Writing or transfer of statements‘and figures frofi‘one form to anotHer -
‘ _’ such-as from the taxpayer's return to’a magnétic tape for his ¥ecord
UNALLOWABLES . ' Deductions which do not meet IRS requirements % .
: ‘ . .. — ¢ LT R -
o UNCLE SAM" "An imaginapy person representing thé United States, cpracterized as . \
» " Y~ . : _ 2 tall man with yhite chin whiskers, dressed Jdn a red§ white and blue
- , .- Gostume L '
8 : X LN ¢
W-? T ‘Wage and Tax Statement’ form- = * ¢\ ‘ . .
e M-ti ) o A E'mp10yee'§ Hithho]glinﬁ A'l'lowaﬁce Certifyeate _%émn o
~ " WITHHOLDING TAX The amount of.income tax paid b‘y ’enip'lo,ye Profoh the empi oyer's :
e L. : ) withholding of part of ‘their wages pr salarie L i -‘ N )
- e N . . - ' - .
. - ’ . « N "
! ¢ ’ . ) ’ < 3 ’ . )) e .
- ~/-\ - , 1 3 . I. :‘ " - ?’ -
‘l N ) \‘ ,l‘- Lo, ) [
Lt e ; . . ". '. . - .
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Filiw Deseriptions = >

-

, FOUR, E.G. {22 minutes) - Social Se;\\)ty A&ﬁ?nistration
This £1Tm gives four examples of students who are recejving student social security benefits: an enterta1ner,
a medical student ~a coliege rodeo queen student, and a disabled 16 year -01d student.

. ?
. Wt
MONEY TALKS (20 m1nutes) - Internal Revenue Service )
"t " A brief history of taxation is e;P1a1ned in this film.
TAX ROCK ‘(20 minutes) - Internal Revenue Servite ’
This film gives a modern 1ook at the Inter3a1'Revénue Service, ' ! N
. X / )
TAXES - (22, mInutes) - Churchin Fi]ms
Ersatz F]ambe, outraged bx the recurrent 1ndigaities tf the System.,is restrained repeatedly by his
landlady and-mine of informatfon, Nettie Mooselock. ' She leads him through the mysteries of the W-2
fo through. FICA and other arcane varieties. of withholding taxes, even through the filling out of
. his income tax form. Nettie's only real failing for Ersatz is her penchant for 111ustrating percentage
) with real apple pies. . _ S
. ' f. -
R N '-f' . - 4
" .
! . ’
756 T - o7
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TAXES: WHY WE HAVE THEM (14 minutes) - BFﬁ,.Tg?S FILM GUIDE #)

Will Rankin leaves civilization to become a. “tax free" man. Stumbling into a ghost town, he meets
shotgun toting Molly Travers. She explains *how federal, state, and 1ocal taxes work and while-she admits
there are problems in the system, she ipsists that taxpayers must’ realize that ,services don't comé.fre%

{t's up to us to decide our priorities. —

o

1040 (20 minute$) » Intérnal Revenue Service

Jhis film follows an actual return througl the filing process.

uun
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An Ofter You Con Avoid
. ‘EHUUSE THE BE:': ANSWER FOR EACH STATEMENT UR:GUE.STIUN-

1. The 16th amendment to the U.S. CQnstitut1on allows .
credit unions to pe formed.. )

B _ the U.S. Government to collect income taxes.

C. taxpayers to give §1 of their taxes to a presidential’
campaign fund.

D. Social Security contribut1ons to be taken out of a person’s

pay ]
2. 'Hﬁ1ch of the following is the main reason for having taxes?
' The U.S. Constitution requiras taxes on income
It's the law.
To pay for govéernmental

services
Yoluntary compliance °

c:.-nm::

3. Which of the following would not result in tax penalties?
Failing to file a return when required
Voluntary compliance
Failing to pay taxes when due

" Tax fraud

1

b

c:.-nm::
Pl

4. Which of the following types of taxes has a maxmum do!lar ‘amount to
be paid in one calendar year? .
A. Social security tax
B. Property tax
C. Income tax
D. Sales tax

5. 1f a person earns 511,700 per year and 10% is to be withheld for in-
come tax, how much should be withheld’

)

A, $117.00 \ :
8. $105.30 \ :

C. $1,170.00 |

D. $1,053.00 -

. C,SQ?
. e 61




..« An Offer You Can't Avoid - . . .
Page 2 ] _ . - R

6. 1f Cowtown (population 5000) needs to raise $1,000;000 in property
taxes and the property in Cowtown is valued at $50,000,000, what should
be the taX rate of each dollar of assessed yaluation? ' _

A .02
B. .05 “

€. .25 . e -

D. .50 : o o

7. Three yéars ago in Cowtown, the tax rate was $14.50 on each $1,000 of ‘
assessed valuation. If Mr. Bunky-Low had a house then that was valued- ‘
at $32,500, how much tax should Mr. Low have paid that year?

AL $226.14 )
& B. $471.25
: C. $2,241.38-
0. $4,712.50 S

8. Sasha Z Cur'ity earns 39,000 per year as & librarian. Using the table
below, the amount that shou?d be withheld from Ms. Curity's monthly
« paycheck s
A. $3,225.40" af o ‘ -
B. $2,955.68 ' ’ ’ :
C. $114.54 : o o .
6. .$88.50 ' ’

[

i
—

TABLE 4, MONTHLY Payroll Period B

(@) SINGLE person—-including head of household: (b) MARRIED persqrr— .
fthe cmov,y'rt The amount of income tax it the amount . The amount of income tax .
f wages is! ¥ to be withheld shali be: of wages ju: - to be wiglhdd shall be
ot over $118 ... ... 0- ‘/ . A Not aver $200 ...... 0 _
! Rut sot over— . of excess avar— Over—  But sotover—m : of excess ovir—y
—3$275 ....15% —5118 §200 =-$550....15% ' —$200
. =—$567 ... $23.55 plus 18% —$27% { %550 —=$908 ....$52.50 plus 18% —3$550
"~=$850 . ...$76.11 plys 21% —$567 $908 —$1,250.. $116.94 plus 21% "=—$908
—$1,183 ..$135.64 plus 269 -——$850 $1.250 —$1.600 .. $188:76 plus 24% ~~$1,250
1.183 ~—$1.433.. $222.12 plus 30% -—$1.183 . | ,$1.600 —$1,957.. $272.76 plus’ 28% —$1,600
1,433 —$13875 . $297.12 plus 349, —$1,433" $1,967 , =—=$2:408 ..$375.52 plus 32% —$1,967 -
1,875 .:... . ., $447.40 plus 399 -—$1.875 $2.408 . . ..... $516.64 plus 37% ——$2.408
. . 4 T -
' 9. Personal incoine tax is .what kind of tax? , :
A. Progressive ' N
, B. Proportiondl. - ' .
C. . Regressive A .
Proportional and regressiwe ‘ .
"‘@f&i a.,_‘, L. o \ .
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10. Bi11 Bagboy earned $3,000 1asi summer at a local grocery store. A
portion of the 33,000 was withheld for income taxes, but Bill read
an IRS manual and found that he should not pay any income tax on

the $3_,000: - What should Bill send to the IRS as soon as he can
to get his money back? :

. . A. Form 1040A . .
, ' B. Form 1040A and W-4 ‘ ,
T. Form 1040A and W-2 ‘
-~ 0. Form 1040A, W-2, and W-4 Co *

11. Mr. Rhett Tyred, aged 72, earned $375 from odd jobs last year. Mrs.
" Tyred, aged 22, earned $4.,500. According to the table below, the
Tyreds' filing status is: . : :
- A. 'married and tﬁﬁ Should fjle a joint return . )
M B. married and they should file separate returns ! L
. C. married and® they should not file 2 joint return
D. married and thay should not file a return

& : - e /

YOU MUST FILE A RETURN : = . AND YOUR GROSS INCOME
! IF YOU ARE: X " IS AT LEAST: t

B : _
B UbbER 65 [ D T T ] L} [ ] " & * ' . 32’950 .
65 G% OVER NN I A i ) ’3’700
MARRIED, FILING JOINT RETURN . i
BOTH UNDER 65 ¢ ¢ ¢ o o & ¢ o Y 34’700 Y
UbE 65 m -ovm i & & & @& &, + @ - ss '450 !
BOTM 65 OROVER , ., , ., . . $6,20Q0 - -
MARRIEDs FILING SEPARATE RETLRN _ s’ 750 ‘
DEPENDENT ON PARENT'S RETURN « ¢ o S 750«
WIDOW(ER) ' : o
U:mﬁ 65' a + % ® ¢ & B ® & + . 33!950
65 OR DOVER 2 s » » o. [ T T | A i Ve 34!700

. 12; Ms. Kittie Feline has two chiTdren and five cats 1iving with her. She
) is the only source of support for her children. Ms. Feline is entit)ed
to: ) ) .
A. personal and 5 dependency exemptions ”,
B. ersonal and 7 dependency exemptions
: C. 1 personal and 2 dependency exemptions
._ 0. 1 personal gnd 1 dependency exemption




- An Qffer You Can't Avoid‘ . QV'J

Page 4

13,

, 14.

15.

17.

According to the table below, if you Were unmarried and had a tax-
able income of $7,050, your tax would have been

A. 3634 ;
. B. .$62¢ »
Co 5498 *
Dr $314
it Porm 10404, | And the total number
" fine 10, of axsmptions claimed
[ on line i_l [ g . )
' . .1 But 4 3 - ‘
Over not I 2
over Your tax lge—
7,000 7,050 624 | 492 | 34
7.0%0 7,100 &4 | 501 | 324
7100 7,150 ez | sit | 3m
§ 11%0 7200 | es3 | 520 | 343
7.200 7250 682 | s29 | ‘382
7250 7,300 62 | 58 | 3= . N
1300 . 7,350 sat | s48 § M ~
7150 7400 |e 631 { sS85 1 a8t 'd
. . fz
" -

Which of the fo]'!owtng s not a saurce of assistance in preparing an
income- tax return?

A: Tax clinic

B, Credit bureau

6.  Lawyer
* 0. Accountant

When preparing tax forms, the taxpayer- should not seek help from
~A. 1RS. .
B. CPA's,
C. tax services that close up after' Aprﬂ‘15=
D.. enroned agents. . . .
A taxpayer cdn be audited for many reasons. The-consumer has no
control over an-audit which 1sethe result of ca, T
research, ) v
arithmetic errors. : ST ' )
overstated deductions. , ‘ >
unusua]ly 1ar‘ge ‘but legal, deductions. .

(o Wap W =« B

3

Individuals who complete their tax forms correot‘!y should, in case of
an audit, keep their tax records for. how 1ong ‘after Apri¥15?, ~

" A. <26 months

B. 3 years h ’ _ oy
C. 6 years _ RN
D. Forever .
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& Paymg Taxes |

The 111ustrat1on below ranks 12 industrialized nations acgording to what
i percent of income is paid in direct taxes and in social security contributions.
- Study the illustration apg then discuss the questions which follow.

: ’ _DIRECT TAXES SOCIAL- SECURITY -
. ¢ . . ‘ L w
‘ | Denmark - 28% Netherlands 182 ,
|  sweden’ T 3% . Fronce 1%
. United Kingdom " 16% W Germany .. 13
| Canada - - 14% Belgium 12%
Austria 13% —omdly . 12w
Belgtum 132 . Astrle - 1
Netherlonds =~ 12.5% swedén R S
Switzerland 122 . switzerlond ¢ 9z @
1. w.-‘Germanv. 11.5% ' Unlteq'States 87
B United States 117 United Kingdom - 7%
ftaly 5,5% Conada. . . U3
; . France . 5% - ,D“enmark . 1% -

r
! pe-

. 1. Many Americans feel that taxes are too figh. Discuss this feeling in
J view Of the facts shown above. ) .

' . 2. Compare the direct taxes paid on a $10,000 income in Denmark and in
M ’ the Un1ted States

. . 3. Rank the 12 countries according to total tax burden (direct taxes *
\ social security). - , |

v 4.  Show the total tax burden on a 310, 000 1ncome 1n Denmark the Un1ted
States, the United Kingdom, France, and Switzerland

5. Determihe which country has the Yyreatest total tax burden and which °
country has the least total *tax burden. d\\\\
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Gas, Sales_‘ & Cigarette Tux, State by State

- ae o
Hawin
. 50440 .
- Connecticut, Delaware and Washington have the highest state tax on gasaline of nil the {.
states at |1 cents ger gallon, accatding to the Cammoerce Clearing Hause, inc , a private
group that keeps track of taxes oand business law. Connecticut has the higi-nest state sales
lax, ot-7 petcent, and, olang with Flatide and Masgachusetts, the highest cigarette tax at
.2) cents a pack. This mop gives the gasaline, sal%s and cigaratie taxes tor each of the 30 | -

stntes, plug the District 'of Columbiaq, os of July I, 1978,

] . .

-

[

.Use the map illusthation, the key and the information given
find the answers and discuss the following questions: *

—

below the map to
Find YOUR State. How does it rank in taxes? ’

. [y
» - -

Use your knowledge of geography and resources to determine some of

and low in other areas. j
Find the tota) tax paid on 10 gallons 6f gasoline, a $10.00 purchase,
“and one package of cigarettés in the following states:

3

Washington: .

-

California:

Maine: Florida:’ R

P Jelaware: ..
(a

sl L7

I - —

the reasons for specific taxes baing high in some dreas of the country,

.t

-

Pl
m—

- ]

STATE Tli?(Eé—g—-—:_‘ et oito /g‘vgli_ABLE; 1
| WHO PAYS MOST, LEAST -

e e
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APPLICATION FOR A SOCIAL SECURITY NUMBER -
{0+ Replncameni of Lost Card)
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b Today is  used in

-- When you

4
» N -

[
L]

n K . "

many ways.

apply for any kind_of ]1cense.

-z When you buy.or séll property.
¢ : ~= When, you open a bank account. !
: -~ When you file an income tak return.
-~ When you register at a-college.
en you apply for-g Toan.

—

L]

Your sggﬁai security number is an important number that will never change;
Among them aré the following: '

[f you do not a]ready haves a social security numger and the social secur1ty
. identification, card, apply for one NOW. The process takes time and must be
+, done in person. You will coimplete the application form shown abgve. 'Be
sure you have all the necessary information ahd proof qf birth. Contact your

loqgl secial security offige to obtain_ the Form SS-5 necessary.
»
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Dmmnnl of ot
* U.S. Individual lncome Tax Return

*

§umnt Ac:fvlty smut %
4:0: . I3

“ Towr fint samy a8d witial hlmnt faturn. 3150 g1se gpcute 1 AIME And stial) | Last nams Your soctal seturity numoar
IRS : . ' : :
m,, I Prevent nome agdress tﬂumlmutd streat, WRCIOBIRL spactmint Aumbder. of rural coutst : Spouse's soal secunty no,
. : . L
::'q':. City om0 post offica) Shats and 1IP cods ' - . Your octupdton
or type, . . ’ )
0c you wait $1 o g0 to the Presidentisl Elaction Campargn Fund? |___|Yes 7/// N | R eee your ta | SPouse's occuation
1 wintaetuen, do¥3 Yout Soouse want $1 o go 1o this lund? Yes % Nol or reduca your refund.
Fihing Status IR “prsingle : { for Privacy Act Hotice. See Dige 5 cﬁ Insu‘uctmns
.. 2 Sarrieg filing jaint return (evan tf only one had ingome) ’ .
Check.Only Married filiig separete return. if $pouse is atso fiing, give Spouse’s sociel security nymber 1 the space
Ong Box 3 | . | above and enfectull name hera B . TR T OO S
4 Unmarned head ohbousenald. Enter ouahhunz name ) /5“ F'“ 11 of Instructuous
’ - Enter Aumbaer ol
. %a D Yourselt : D §5 or aver D Blind boxes Checked
- Always check ’ onsSsande
o - g
" Yourseif. Gheg in . +
other boxes if " Spouse 85 as aver Enter numMber
they appiy. ¢ First names of your dependant chilgren who lived with yoU Pl e wetesnmmesttsinnn % of crtdran "'---.L,
i ) . " fisted >
vood Other daoandanls: imm o w gu drpeadent m &»c 1o m‘;mg‘u
* ) Mame  Aeniesss oot homa. |* 7 3790 9 marer pendeats soportt gflo"fh:f““‘“f
. j dependents > .
e I
2 / A aumbars
' . antersd 0
; & Total number of exemptions claimed . . . . . . . . Pe e e e a s s v e Boxesibove L)
2l 7 Wages. salacies, tips, and other employes compeasation. (Attach Forms W-2, if you do not |° - .
E Nave a W2, saepage 7 OFJAStructions) . . . . . . v .o o i s s e [ o
o[ b - o ) ) )
‘O- s . . . ‘ 2 8 {
@t B Iaterest income’(see page 4 of Instructrons) . * . . . . .. e T TN PENE
B e ’ Foo- Subtract line .
O| 9a Dividends ......coorvrvveicee e 9B EXCIUSION woornnriricmitnss i <o 9B from 9:p | 9¢ 8
g M . (Soo pages.4 and 8 of Instructions} - N
Z] 10 Ad;usted Bross income (add hnas 7, 8, and 9c). If under 38, 000. s8e Page 2 of lﬂstrucﬂons . '
] 16n “Earned Income Credit.” Hf eligible, enter child's name P ... ... ..ccccoeeers connn. |10 l
8] 11a Ceedit for contributions to canadates for public office, I - - ;
z) Entar one-naif of amouat paid but do ot enter mora than | | _ 4 CF S :
$25 ($50 if jornfreturri3ee page 8 of Instructions) . . a . ' i
IF YOU WANT IRS TO FIGURE YOUR TAX, PLEASE STOP HERE AND 5IGN BELOW. | ) |
/] b Tatal Federal mncome tax withheld (i hne Z 1s larger than . ) ;f i ..
i . $17.700, see page 8 of Iastructians) . . . ... ... {lb Do 7, A
! . oo K / | ;4/,"//4 L
ol ¢ Earned tncome credit (from page 2of Iastructions) . . [~ . e - A
o} - » . . ] . -
. 5 12 Total(addlmcsIIa.b,anch D [ I ¥ -
§ 13 Tax an the amount o line 49, (Sae Instructions for tine 13 on page 9, than fmd your tax in
' i , tnf Tax Tables on pages 14—-25) ...... . - e e 1? -
é 14 bR 1213 Iarger than line {3, enter amaunt ta be REFUNDEOTQXOL . . , . . ... | 14
3{ 18 1315 lacger than hine 12. enter BALANCE OUE. Attaeh check or money drder for fuil amount « P
41 oajabie to Intenal Revenus Service  wWiits sociat secunty nurhber On Shck O money o.der s .
§, £ ¢ unodr pEnaes Of Seriufy. | GeCIP Thal » have ExaMured this relurn. .aGudhayd 1CCOMBanyNE 38N80uL183 and SLAtEMENtS. dnd L0 .0le Le8i
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- 1040 'Dlommlnt of the Trassu R&v I Service o .
, U.3.: Individual lacoma TacRetum "2 " - - |
!w Privacy Act Natics, sae D3ge 3 of Instructions | For the vaur panunry SDeeamont 3 ‘of lbef tax year deginmisg . 1973, ending g .
v % T} Yeur hest name a0 ntat U? 100 setuEn, E39 Give soouts € AERS asid caufisi) I , Last name Your social secunty mum.
.o ) - + LY o :
——p - - -
_ sbel ¢ | Present nome sdarets (Rumber 1ag 1uset, including apertment “‘/.,’ummrwm I Spouse’s socle securtly no,
- oot - Colir tomms or ot ofice. Stats and 1P ¢ade t 4 Your mpauon.
- “w - . Y
’ Do you want 3110, go o m.'?rwo‘catm Electipn Campuign Fungl | Yes % I No Ho!u} Checing’ Yas :il Spouss’s occupation
)t joiht cetum, does your spouse want $1 3 g5 T Tt fund? , Yes | /%i N | o cadore et vafund, -
filing Status | I Single IR
. : 211 Marned fmng joint retumn (even if dnly-anc had incorme)
:n":‘:o:_“" 3 ) Marned ﬁi:ng separate return. If spouse s ajso filing, gve sPouse’s social security number .
/ 10 the 3pace above and entef full 08Tt here P .oveeeuicenieenans Cihie e ttenettboett b Raans b ess tre et h a0 tnssnmms
4 .t Unmarned head of household, Enter QUBIAANE NAME P» . o.iiiiiiiiiitceiceece e S8 BOGE 6.0 Instroctioes,
' H Quatifying widowler) with dependant child (Yedr spouss died p» 19 J. S4e pegs 6 of Instructions,
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order hete, . estates or trusts, oiC, (altach Schedute£) . . . . . oo
R Farmmcomoor(lass)t‘amchScmdufeF)...3....,.,........ .. |19
. . 20. Other income (state nature #nd toufte=-see pagn10 of-Instructions) .. .. .. ... .
. et e oot s e et s eee e a2 s bobee e eegerannsdad e m T .
i 21 Total incoms Aditines 8 9 and 10cthrough 20, ~ .. . .4 . ...y .. . |21 :
Miﬂ&mﬂﬁt& . | & Moving expense {attach Form 3903) 2 7
to lncome - 23 Employee businsss exDenses (attach Form 21086) pL] L. // Z
. . Payments to an IRA (set page 10 of Instruzhens) . /’/
25 payments to a Keogh (H R.,10) retirament ptan _ p+] 7 7
26 interdst penalty «due to edrly withdrawak ¢f savings | 28 7
J 2} Awmony paid (see pege 10 of instructions) R I £ » ///”
. ) I8 Totsi sdjustments, Add lines 22 through 27 T I 2 A yd
. N]Hmd .23Subtractimezatram[men................'..:'.‘....... a f N
: 9 Gross income 10 Drsab:l:ty +ficoma, exc!us:on,&tfacb Form 2440) . Y . 3
. - i Adiustcd grass lacome. Subtract lins 30 from line 29. it this line Is less than
EMC 38,000, see page 2 of Inst‘ructmns If you wa tdﬁguro yaur fax, sen pagoA :
-of Instructions . A A AL IS L) i :
- B ., r—— m ’_!?_ YTy ) F; Form 1040 (1978)




BEST 0OPY RV ARLES

Form 1040 (1978) d Prats 2 o
Ta nmw“t‘lmmhn.sla—aaa“-aa._-aa..a.--aaoaa-a-a‘v““ 32
: com‘pu. nu you do not rtemize d.dudipﬂ’n enter zem PR T T i A B a(a . }
tation i1 you temize. complete Schedule A (Form 10403 and enter the amount from Scheduls A i 41, , , 1
Caution: it you have unearned .ncome and can be cla.med a3 & depandent on your //
. parént's return, check heare I L 3nd 3e0 page 11 of the Instructions, Also see page 11 / 7
of the Instructions if: 1 - o
€ You are marned filing a separate return and your spouse .temuzes deductions, OR / 7
& You file Form 4563, OR %
& You are s duai-status glien. .
M Subtract ine 33 from line 32. Use the amount on iine 34 ta find your tax from the Tax ;
Tabies, of to figure your tax 0n Scheduld T, PArtl .. . o v v v v 0 v s o v an s |3 L
Use Scheduls TC, Part |, and the Tax Rata Schedules ONLY if V)
- 9 The amount on !ine 34 i3 more than $20,000 {340,000 lfrcy chacked Filing Status /
Box20r8).0R .
e You htg more axemptions than those coversd |# the Tax Table for your Aling /
satus. OR + '
9 You use any of theag formato figure your tax Schedula D, Scheduls G, or Form /
v a726 ey y y i
Otharwise, you MUST use tih Tax Tebles to find your tax,
35 Tax Enter tax here and cheek i trom {7 Tax Tabies or {JSchedule TC . . . . . .., , 138
38 Additional taxes. (Ses Page 11 of lastructions.) Enter total and check If from (] Form 4970.‘}
) Form 4972. [ Form 5544, ("] Form $408, or ] Section 72(m)(5) pensity tax , , . }| 18
| 37 Total. Add lines 38 and 36 . . . . ... .......... ..... ... 3
Cradits T 18 Credit for contributions to candidates 'for public office . . | 33 | /
39 Credit for the eidery (sttach Schedules R&RP) . . . . . . Ll | /
40 Credit for child and dependent care expenses (rom 2441) . /
41 Investment credit (sttach Form 3468) , . . .. .. .., . | 4 z .
42 Forvigh tax credit (attach Form 1116) . . . .. %, . +.. |82 /
43 Work Incentrve (WIN) Credit (attach Form 4874) . . . . . . 8 o
4 New jobs credit (sttach form ) I el 1 U /
4S5 Residentdi energy crecits (**0 M 22 Inpuemeney | |48
i Total cradity, Add lines 38 through 48 . . . . .°. ... . OO . |
I 47 Baisnce. Subtract ing 46 from ling 37 and enter diffarage (but aot less than zer) P | 47
m ““f&mplm‘mmumcﬂ&h.ﬂul.st}. -a.o .o a.‘a L L I | u H
' Tm “g Mlﬂlmummchmmm’a.ﬂdamd‘?ﬂ .‘635.......'......'.. ‘9 \
g | 0 Tax trom recomputing prioryear investment cretit (ettach Form 4255}, .. .« 0.V [
51 Socxaf‘munty (FICA) tax on tip income not re to smplovér (attach Form 4137) . . | 81
52 Uncoliected smpioyes FICA and RARTA tax en tips (rem FormW=2) .3 , . . .. ..., 1 R
53 Tax on an IRA rattach Form §329) - . v i i i u e s e | 83
isarmlux.mdﬁmavmmughss. / ..... e e e e I
Pajasats | 55 Total Federsi income tax witnheld . . ... . ... |58 ___fy
$ 1978 estimated tax payments and credit from 1977 return, | 6 g - /
’ ! A -
Fortts W2, 57 Eamed income credit. If line 31 i3 under $8,000, 398 page 2 |
W26, and of Instrisctions. 1f siigidle, anter cH's name > . ., .. 57 , _ /
g.frz:rt. 53 Amdunt paidwith Form 4868, . . . . 1. ., e .. 58 N
59 Excess FICA and RATA tax withhekd (two or moca amploysrs) |53
60 Credit for Federal tax on 3pecial fusis and 3!& (rorrihe) . 1 60
4 6! Reguiated Investment Company credit catfach Form 2439) } 61 -«
. 82 Total. Agq lines 58 through 81 . . . . .. .. .,..t...‘:,......b
Refund 63 If lina 62 18 larger than lins 54, enter amount OVERPAID . . . . . . . . N )
or Ous 64A‘Enounto!nne&?;tobeREFUNDEDTOYOU...-.....'.._-.'.........by_L i 7 ,/*
6 Amount of Line 63 to ba credited gn 1979 estimated tax. B |83 | | _ i TR,
85 If fine 54 1s targer than (ine 62, enter BALANCE DUE. Attach chack or maney drder for tyit mmzt "
’ gayabla to “Intarnat Revenud Sarvice.” Wnle your sosul SEcupty pumbar on chesk B¢ money ondar . . - |
. (Cheek P [ |l Form 2210 (2210F) s attachd. Sea sage M of mstrucnons) B $ D220 7,
T 3 Y " oy 1
| s e o ey | caet o e Lt e e T S iy Brepier
has any knowisdgn, . } .'_’. 7 - B
. 4 : N ’ IO T -
. A hwr nehatare T . . Bats Qs@w- TG, ol AL o0y, GOTH Bal 5Gh erve L oAy ot 1 eeems
b - * ™ * g " 3
Presarars b ' - Praparer's socisl secunty no. | Cheek of walf:
2 Pald smmtun’ ' . ‘; te Ty e : smployed blj’
y % | I r:;"t “Fiem's narng (G yours, *— N e at i No. i -
) v fformation | cyifem % )r — . — i om  »
ERIC sddress and TIP code o e e . N -
T tydant Activity Sheet t7 P o ) . s
T Page 2. ‘rut; . - e 40 .?3 . .




Auditl!

Taxpayers who itemize their deductions can evaluate their returns to determine
the possibilities of an audit.

The chart below shows average deductions for taxpayers in ‘five income brackets
and the total‘percentage of income claimed as deducddons.

Taxpayers who have deductions larger than the "average" shown may be chosen
for audit and need to be certain they can substantiate each deduction.

Study the chart and answer the'questions which follow. -

[

Y
LY
4

* ‘
@

ol 1

AdJusted , (nterest Medical Eg;ﬂéngagg
6ross Income cantrlbueipns Payments‘ ‘Taxes . Expenses of [ncome
$15, 000-520,000 $472 $1,690 §1,503 586 25%
$20,000-$25,000 542 1,836 1,869 u87 22
$25,000- 530,000 646 1,977 2,262 442 20
$30,000-$50,000 ., 939 2,366 3,050 523 " 19
$50, og’o-sloo,ooo @g 3,954 5,383 700 19

Py

- *
»

l." Oiscuss the types of items which might be included in each of the categories
shown: Contributions, Iwterest Payments, Taxes, and Medical Expenses.
. \ . _

L
e

I

2, Oetermine which income brackets the following amounts might cause the return
‘ to be.audited:
Contributions: $I000 R
_-Interest 2000
Taxes 2000
Medical 500 .,

Eal . -

Use the percentage figures to determine the tota] a* taxpayer with an adjusted
gross 1ncpge of $25,000 could expect to be able to QJaim without an audit..

Compute the dol]ar amount of deductions for a taxpayer with an adJusted
gross income of'$48,000. .

5. Oiscuss the reaSOns such a.chart can pe used as a guide .only..

rd
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l Stumnt knvnr Sheat 19

| c ‘ , . ; |
ant AVﬂld oD
Twenty of the "Passwords" you iearned in An Offer You Can't Avoid appear below.
See if you €an find them. .
¥ 2
3
?
o'
- "
)
@ i
M 4
™ 7 \
¢ o, M " . .
19
ACROSS DOWN _
1. "single,” etc. {two words) 1. Federal {nsurance Contributions Act-
4. adjusted gross inCome 2. Enrolled -'one who has passed exam
5. money earned 3. Direct deduction from taxes
7. tax on goods and services 6. Certiffed Pub i¢ A¢Countant
(two words) 7. Social ~ & Bayroll tax
/t 8. 'required payment in U.S. 10./ itemized am amounts deducted from inCome
9. tax form for itemizing deduct:ons 12" one who completes tax return for someone
11, tax for finding tax due 17. wage and tax statement
._ 12. statement intended to deceive 12. form used to apply for social securi tj
13, tax on real estate _ number
15, - standard deduction for taxpayer _
and dependents 2 T
16. deductions not meeting requwemé\'f: \ ’ LA
QO 19, audit selected at random o my .

42 0,
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 NOW THAT YOO HAVE COMPLETED THE ACTIVITIES IN THE TAXES PAL,
YOU SHOULD BE ABLE TO: ’

Define the PASswords.

Know the principal reason for taxes.

Know four reasons for tax penalties.

Describe income, property. sales, user and social securlty taxes.
htalculate the dollar amount of tox.

CalculGte the tax rate.

Calculate the amount of praperty tax owed by an {ndividual.
Calculate soclal security deductions. ’ ) .
Identify examples of proportional, Pregressive & redresdsive taxes.’

10" Distingulsh between & i1l out forms 1040, 1040A, SS-5)W-2, W-4 & W-4E,

11, Use glven 1nformation to see whether Q person shauld flle @ tax return
and/or itemize deductions. ' .

\ 2. Identify examples of deductions. .
.13, Use glven |nformation to calculate the number & type of deductlons.
14, Calculate q persons’s tax [abk 11ty '
15. Use given Information to figure the amount of persanal tncome taX owed.
16, ldentify soyrces of tax help, ' |
17. Ident1fy goh bad features of di_fferen‘t\ tax help sources.-
18, [dentify regsons for tax oudits.

19. know the length of time individugls should keep thelr tox'records for
possible gudit, _ '

(V=" SR, TR T I VY R S

*
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film guide: ° SRR
Taxes: Why We Have Them

WiLE Rankin Leaves civilization 2o Become a "tax-gree” .
man. Stumbling into a ghost fown, he meets shoigun toting
Molly Travers. She explains how federal, state, and Local
taxes work, While Mofly admits thene are probfems in the, . |
system, she (nsists that taxpayens must nealize that serviced .
don' come fnee. 18’4 up Zo us Zo decide our prlonities.

SRR
EEEIREEERRE

As you watch this film, or when it is completed, answer the fol-. -
. 1owing questions: . - C e

1. Name five services paid for by faxes. -,

“ 14

2. List the three levels of government, What kinds
- of taxes does each have? UWhat kinds of services
does each provide?

+

3. Define and describe brogressive and regressive
taxes. MName the advantages and disadvantages
of each. Why do we have both types of taxes?

4. Do all taxes go directly into services for citizens?
v Why? .

rd
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| THE BUDGET DOLLAR =

~

T

L
. -~ -

WHERE IT CAME FROM
I.NIS]V!DEJAL INCOME TAXES . 43¢ -
SOCIAL INSURANCE RECEIPTS 304
CORPORATION INCOME TAXES 13¢

L™

BORROWING 5¢
OTHER S "~ 5¢
EXCISE TAXES - 44¢

F N R

WHERE 1T WENT

1 | Y

DIECT BENEFITS TO INDIVIDUALS . 39¢

NATIONAL DEFENSE - - © 24¢
GRANTS TO STATES & LOCALITIES 16¢
OTHER FEDERAL OPERATIONS 12¢ |
NET INTEREST : . 9¢

[ * o
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FAILURE TO FILE: -/ 75%
@ - Gt
. FAILURE TQ PAY.:  25% *.
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. 3] ¢ U.S. Individual Income Tax Return - - i ‘ LT
o ',- 'Uu To f'"»“ aame 300 1003k f 1wt eetyrn. ol Ervw 3pOUSE § ARMe $08 ALy " ' Las) adme Your soeial uca.(ﬂty aumber
T . 1. ‘ - : L | - A
vl | !l;thu' Praevant hime addrers (Nyehoer end sireel. uﬂ(,llldmg 108ment numbar, of rursi tpuie! ' L. . :“ °‘SW'$ social ml-rrrty"no.
‘.(. 'm; N v [ ' ‘ '!" . 1 ’ 3 ) * .- ’I#\L' .: E N
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T " ll L} .
. 1 Do you want $1t0 go to the Presidential Eiection-Camp’rgn Fung? IYes |/ ‘/// No | poh ity “r‘ 4o 'sfmu L oeeupaon
I 1aint refurn, does Your spouss wani 31 to go to this fund? PBres f ;fl No or -sOuce yaur refuhd N
Filing Status | Single, ' ¥ - o, For Privacy Act Hobice. see pdge 5 of Instructions
. T e . Married filifggjoutt 7 retwen (sven if onhf one had incorme) Lt .
- Check Only . Mkrned filing separate feturn, U spous?.s 3150, fthng. Give spOuse 3] $°¢*3| secusity ﬂ'-"“b'-" in the spacs
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L7}
T - N i A ~ oY 43 numobers
, b . . . i .o . . . eatered tn * '
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' 3 » i . - P A
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. * F
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, m ' U.S. Individual income Tax Return

,‘J

For Privacy Act-Notico. see page 3 of instructins— For 1o yeor Januery 1-Decrmper 31 of ofbtr Lax yest Betinaiag . 1978, epduag
] PR,.': Al Your bist eame god initist (ifqemmt retutn, 800 grve speuse 3 nems ang tial} ! tast.Aama Your mdal secunty number
' . l&“i“!;, Prosent bome scdieis (HUMBET 1nd Stroet, 1aciding sORTmenl numBer. o fudal roulsr ’ Sm'! sonia) m‘”’_
o, ) K . - : . E
o ::::I“ Coty. tome. o pout efisch. Stite 49 21P code = ) ] N Your oeeupeton —
o type. . , ) ~— ‘ '
‘ Do you want $1 to go to the anw Eiect mpaign Fung? Yes y/// No Nﬂt} Checkini Yut" ';.*2 SpOULE's ceeyupation
1 sount retum, does #yr spouse waol Sl/wtﬁfmu'lundr. . ¥ as 7/,% No gftmm yougorofund
Filing Status ( Single : _ ,
Matried filing joint return {even if Only one had income)
E::;o:_"” ‘ . 3 M rmed fihng saparate return. If spotse 1s alse fifing, 3uve spouse’s social sec:.;nty number
2 . i pace abovs and entec full.namg here P_. o viine "T wteen b semattemieeaan cre e
4 Unmarried head of household. Enter qualtfying name )- . Noeeeafonnr. 509 page § of Instructions,
, 5 ¥ | Qualityrng widow(er) with depandant chifd Xyesr spolse dred > 19’ See pate § of Instruchons,
St
E.!QF?UQRS "l . Yourself - D 65 or over\\ D Blmd ‘ Emar numbar of [7
"Alwsys check . L { baxes checked /
. ine bax labeied D D D : on 6s W by
A yoursall, Spouse - 65 or over ) Blind . |
g’::: i}m'“ ¢ Fu'at names of-your depond;n: children who ived L - Tl R } Efm;‘&"&w d E
Wiy, KNKJ . Y eaee reevibenerenbannes eresesinenrerin s “’““;:. . o m.‘.m.. Tisted » N}
i ~ (3} Numbee of | (&) Qv .
. . ] O‘lhar de{?}e&?‘nu o leo_mnm f:n,;n's;;m :‘a;;s?g:m m‘:?’;_ia;%? Efm:é::‘mb«
\/ . . ’1 : .dlpgﬂdti'lu | RN
- - Aad rumbars
'¢ . . - entersd in
7 Total numbat of exempuions qia:rned .............. Y « “bores above P
, Incouia . 3 wages. splanes, ups. end other emp!pyee COMPENSBtION . « « « « cu i v e st .
: . *| & nterastincome (Jf over $400, attath Schedute B8F. , . . . . PR PR
. Tt . | 102 Dwidends (4 over $400, attath SChedul® B).....ouwwns -.ve s 108 ESHSIOR. .o _
s farna W-2 hgre. |- 10c Subtracthine Jpbfromline 108. « « « v i i e, . 10 - !
. 1 you do not have | 11 Stata and Jocal income tax refund$ (does nol apply . . A
;::;zs-zr . " unless refund.is for yeer you ftemszed deduetuons]. R . PR . 11. —
instruclions. 12 Alimony received . . . .. ... ... : C e G .../;‘,,.‘»,:‘.,"- L —
‘13 BusiNess intome or (loss) (attach Schadula €y ... . . . v ... pe e 13 —_—
. lu _Capltal ain or (loss) (attach Schedule D). . : . . IR RO I [ .
o % | 15 Taidlewain of copital gain disindutions not rE0orted on Schedule 0 tm m:t f tnstructons) . 1?
. 16  Netgain oréloss) from Supplamental Schedulgof Gainsand ' . :
. ‘Losses (attach Form 4797) . .. . . SN RTINS voo. |36
, I‘_;"“‘ 17 Fully taxable Pensions end -annutties no: reparted on Schedule £, . . 17
. sttachcheck | 18 pensions, annu:tres. rents, royaities, partnarships, : ' .
::G:?E:’“_ | estates of trusts, gtc. (atfach Schedule B. e e e . {18 N
. 19 Farm income ‘or (loss) (attach Schedule F). . . .. . . . . O I I
20 Other mncome (stale niturk 204 source—ses Page 10 of Instrections) e, . . ooeemeE .
~ - - ) *
' ....‘.......-.-..'......-........-...... . X [ —
, ) 21 Totai Incorpe. Addlines 8. 9. and 10c thmugh 20, i e »
. ‘5‘. Adiustmﬁnts "4 2 Moving e:éoqnse (attach Form 3903) .......... 4
19 Income - B 'Employee business’ eipenses (yttaen Fo'rm 2108) .. | B i
v 24 Payments to 2n IRA (se page 10 'of Wnstauetions) © . . .. 24, '
’ * | B Paymants 1o 8 Keogh (H.R. 10) retirsment plan . 25
= ’ 26 Ihterg3t peneity’ Hus tq earty withdrawal of s3vings % :
! ' 2. Allmony pard {se page 10 of Instructions} . . . . . . .. 7 . -
. 28 Total adjustments. Add lines 22 through 27 e e bt - — |
EKC hdinstclh- 1% Subtracx Aine 28 fram hnew2l ., ..., . T ."... AP R
sy oSS lmom—?%?“ Esiagwwahgnggfhi|::U§Ei€fﬁg Ilna 2? it this line iz fass tnan 1




v g e . - ' . .
* D Iy ‘
/ﬁn 1049 (1978) T : /. T Pege 2N\
Tax <32 Amount, from e 31 o, -2l B e Y T
compu. 1) if you 4o notitemize deduttions, ehigr:"z,qrp ,_'—.' AT MO } o .. | . '
tation _gou itemus, Xomplets Schadule A Form T040} a0 ente} she amaunt Trom, Schedule A.line.41. . . . il I8 :
) ' ution: If you have unearned ncome 2nd can Be clamed as a dapengsnt on your g,’/.;’; ///’//’///}/, V77,
. - parent's raturn, check hgre B 7 and see nage L1 2f the instructians. Atsg see page 11 2% ‘ ,/,/471:-.;/% ,,,///:
of the Instiuetions of: F. ¢ o ', /// ////f ’/A
. are mariied filing a saparaty return and your spoyse tomyzes deductions, OR |,/ 1//// / ,é
$ You file foem 4563, 0R ,© | - - e e ' //////////é/xé
. . W You are 2 duatstatus akien. T e . L B .
34 Subtract hne 33 from hne 32.-Use tis amount on fine 34 1 fing your fax from the Tax
Tables, or to figure.your tax on Schédule TC, Part 1. . .. . . 0 4 o e v s s 3 6o o
'Li3a Schegule TC, Part |, and the Tax Rate Schedules ONLY i . v ..
o The amount on hne 34 13 mont than $20,600 (§40.000 of you checkpd Filing Status
Box 2 or 5), OR - : RS
e You ha\éenmore exemptians thar those coverad m the Tax Tabis for your fifing
status, . ) -, -
. Z;:z:susc any of thess Torms to higure’ your tax, Schedule D, Schedule G, oF Formd
- - . . . . " » - . )
. Otherwise. you MUST use tha Tax Tabies to find your tax. e T L
{| 3 Tax. Enter tax hers and chack if front (7] Tax Tables or (7] Schedute TE S -
3§ Addrbonal taxes, (Ses page 11 of Ins%tmns.) Enter totat and check f from 7] Form 4970, ] .
T_ Form 4972, ™3 Form 5544, "Vrarm $405,°0r (7] Section 72(m)(Sppenalty tax . . . 1%
o 37 Total. Add hnes 35 and 36 . .. ........ L » |
1 f:redits ) 38 Cregit for contributions to candidates for public office . . | 38 :f///”;
19 Credit for the elderly (attach Schedules R&RP) . . . . . . D) . 74
4 Cred (rottasn ) ) ra Y
" it for child and dependent care expenses L rorm 2us1 ) | //,
“41 Investrnant credit (attach Form 3468) . . , . . ... .. | M > 7 ‘
- .| 42 Foreign tax credit (attach Form 1118), . . /T L L
‘1 4 Wark incentive (WiN) Credit fattach Form 4874) , . . . ., 4 %
, | % New jobs credit (attach Form 5884) . . J ., . ... c. 18 7
45 Residential energy cradits (*°° 2388 12,70 lnsftucionsy [ ] 45 I: Z
48 Total vredits. Add hnes 38 through 45 . . A I A AT R e e 484
' | 47 Baisnce. Subtract lina 45 fram Lina 37 and anler differances (Dut not lass thar zeroY P | a7
Other- 48 Seif-employrhent tax (atran:'h Schadule SE) ce e . e W .
Tues' 49 Mimmum tax. Check here p» ] and attach Form 4625. .. . . . . N
Tax from recomputing pnoryear investmant gredit (attach form 42550, v ne v a0 40
51 Sowat muntyle.A) tax on tip income nat reforted to employer (attach Forgp 41 377 ...
52 Uncoifected amployes FICA and RRTA tax on-tips (from Form We2) . , . . . D0 .., :
: : 53 Taxon an IRA (attacn Form §329¥. . . . . . . .. ... I I .15 .
-84 Totai tax. Add lines 47 through 53 . . . .. ... ... ...
pqmmu' 55 Total Federal income tax withhaid . .7 . . e 55 _
56 1978 estmated tax payments and credit from 1977 roturn. |56 A
m w-2, 57 Eamed intome credit. 1f yne 31 is under $8,000, see pee 2
W-2G, and qf Instrictions. if digible, antzr child'y name p» ... S S ] °9
::-fzrsnt. 53 Amount pard with FOrm 4868 . . . . . .. . v . .. - . L. {56
59 Excess FICA and RRTA%ax withheld (two or tore smatoyers), 159 -
L . . 2 . -
60 Cradit for Federal tax on speci2t fuels and ods (Fo:n, S8) . Q. .
61 Regulated investment Company credit Yattach Form 2439) | 61 . Ll
i &ZTotal.Aadlinds'ﬁﬁthroughﬁl."..{..:..... ...........
Refund 6 If line 62 15 larger thap hine 54, enferdmount OVERPAID .. . . . .. ... . ... P
or Dus ug’hioqn:.of Iiua&&toﬁ REFUNDED TD YQU . . ,/ e e e . T .’
| &5 Amount of Line 63 to be cregited on 1979 e;.urna'ted tax. .! 83 |- —
65 1f fine 5413 138br than ling 62, enter B NCRDUE, Attach cheeX or maney ardar for full amount
payabls to “Intemai Revenus Service.” Wnts your Yol secunty number on check of ToReY ornder . . » —
. iChack P $7 of Form.2210 (Z310F) 1 sttached. Jee page 14 of astructions.) I $ . 7 S
- R e A el A LACEd g cheduiss aNg statafiehis, eng 1o the GdET 3f =y
o mﬂnﬁ"lﬂe“oﬁ.x".ﬁ- tlr::= '&%‘2‘5'&3'3:-73.'3"? a:qt'.? ur:f o"e_i‘nf;:."!ﬁfﬁff" ;ﬁ::":so-y-ﬂ a‘l.bl“d on ad -ol_‘cf‘unuqon of ~tl'|¢!'l aarer
= has Any knowtedge. . . . N . S . . e R R ;
= ‘ - . PR | ' Do e oYy - N
@ )-,w, nEnaUTe - : ~Ome j’s&m Y ignatuns i Ting sptly, GOTH awuit 4 0 ivie Rahly S0u Asd ineoiny)
21 ‘Prid - Pru!lnr‘g_’ i . 4 ﬂ . : Prapicec's soctal semunty.oct 1“_ a--u-__‘gabf- P
3 .r.'r'g ratore . - . - harl ..,..!i“‘\ /‘; RS
E i Frm's ndme (of yoursy  ° [ o “u -t g_(}{b.b‘. RFATLE Y RS PN
E 1 lnfmdon “ft‘llf“:l'ﬂﬂl(:,vﬁz . ! . T (‘(u; i RO 7 -‘-V - . "v-}
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. 10000 ' -
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Gas, Sales 8 Ggarette Tax, State by State
WeO12t WM, MAINE
Wasy, o %IVl VI AT
et ge,, 1 tes . Be%e-205¢ fuD.
oz e 4012 n::%lh 9.-4-;13«“ mass. £504% 70
7(-0.,‘ P.DAK. Te-t% Hoeh]. C
'y D wYQ, SedtelZe | mann. et Me i Sl el .
T wapg] HI%k oA WY A o 4 o, leT%2¢
v wuae, L 503%i%) M "
9.50:3% 13 AWt N Bet%ite
\ ] k«f%m tra 7Ty TR (A Lal D! woﬁ-“ . onr. fhedike
. e dtte KAKS. 15¢ . ’
v .-? 3504 &-mn. 7e-3105% A el VA 9"“;:, Mo, $e3% M0
- Y > oYl .
. . Yoy W Tmin TR mﬂt? o.c. Ve-$%%
1 A A58 T% N 8.5 3%-17.75 Ghe 4‘-"!-1 "1 The sty s
B¢ }re345%12¢ o ;u" e ‘ m? ::ﬁm!
' : TR LT TR Koklir NI ol v
s =
— be 3%t hdwlie | e
SN f _ k L e Gyarstte tar
] - ”ﬁ*
LI . . \ {00 inlicites dhary
. [ LT s » bz,
L] ' !
- L4 . i
, wm7 ) - ' .
. Connechcut Delowore onﬂ Washingion have the highest state tax on gasoline of oit the
stotes ot | | cents per gollon, according to the Commerce Clearing House, Inc., o private
group thot keeps trock o toxes ond business low. Connecticut has the highest stote soles
. tax, at 7 percent, and olong with Florido and Mos sochusetts, the highest cigarette tox ot
" 21 cents a jick. This mop %ves the gosoline, soles and cigorette taxes for epch of the 50
Stotes, plus the Dnstrici of Columbio, as of July 1, 1978,

*

STATE TAXES-—-

- WHO PAYS MOST LEAST

- -

b

4

-

discuss

" Use the map illustration, the key and the information given below the map to,
find the answers an '

*1. Find YOUR state.
-

the reasons for $pec
.+ andcTow in other areas.
3.

« Washington: 33,72

How does Jr\?ank inh taxes?

the following questhns

ific taxes being high ir

Ny

Maine: $1,56

Florida: $1.41

ANSWERS WILL VARY

Use your knowledge of geography and resources to determfne sonle of
n some areas of the country,
ANSWERS WILL VARY

Find the total tax paid on 10-gallons of gasoline, a $10 00 purchase,
dnd one’ pyckage of cigarettes in the following states:

L




Audtll =

Taxpayers who 1temtze their deductions can’ evaluate their returns to determine
the possibilities of an audit.
The chart below shows average deductions for taxpayers in five income brackets
and the total percentage of income claimed aqxgeductidns
TJaxpayers who have deductions larger thap the™"average" shown may be chosen
for audit and need to be certain they can substantiate each deduction

- Study the chart and answer the questions thCh fo?Iow

L

-

) Jotol o0s 0
éﬁ%ggt?gcome Cdntributions gg;%éﬁig __Ta;;s i Eﬁ%éﬁ?és 1 \ger?ﬁgggge
415, 000420, 000 $472 $1,690 §1,505 4586 25%
$20,000- $25,000 - 542 L83 . 1,86 487 2
$25,000-$30,000 . 646 L9770y 2,262 4u2 20
$30, 000450, 000 * 939 :2,%6 . 3,050 . - 523 19 °
$50, 000-$100,000 - 2,015 3,95 4P 5383 700 19

( 0 a2

"4

1.

Oiscuss theﬁtypes of items Nthh might be inctuded in each of the categories

;hown Contr1but10ns, lnterest‘fayments Taxes, and Medical Expenses

ANSWERS WILL VARY .
2, Determine which income brackets the fo]low1ng amounts mﬁghtbpause the return .

to be audited: «
, ‘ Contributions: 51000 s;g,@g - 50,000 , Y
’ . Interest 2000 $15,000 - $30:000 p
: . Taxes 2000 $157000 -.$25,000
* Medical . 500 $50,000 - $100,000 -

!

3. Use the percentdge ?igures to determane the total a taxpayer with an adjusted
. gross 1ncome of 525 000 could expect to be able to claim without an audit.

. 83, 500
4, Compute the dollar amount of deductions for a taxpayer with an’ adJUSted St
. ¢. gross income of 340, 000 & 6,878

5. Biscuss the reasons suth a chart-can be used as a-guide only.,

" e '+ "ANSWERS WIEL VARY i

G ) ] ]

. ' _— . . ‘ _ L . .
[ ; * N _ 9 i *
tnt hctivlty Sh.ut )8 ' ' :8 . I

Am . o ) e




EKC ident Metivity Shu(!‘) T

RN 3

See if you can find thef,

[WE/JW

‘Cant Avoid ...

"~/ Twenty of the "Passwords" you learned in

an Iffer You @pn'? Avoid appear below.

- .o Y
el IN(CIRSITAITIULS
T EA |G| ¢ e
K C [ [N O|MIE
B1A{LIE (s I TIA (X P N
E D A A{X
C / 410 . -
\ U ‘rlajBiL e 88, - ‘ L.
4. D . )
I "BIRIALUID .
“Ir ¢
. PIR|ICIPIEIR|TIY I’
At ! T
F X 0
- xleMiP T 10N _—
P gg /
YINTALL [0 [W]AiBILIESS ,
¥ B 5
lelstefalRieiH | .
ACROSS ‘ . DOWN_ v
“single," etc. (two words) 1. Foderal Insurance Contribut1ons Act
adjusted-gross income - 2. }Enrolledr___ﬂ_- one who has passed exam
money earned . 3. 'Direct deduction from taxes .
tax on goods and serv1ces T 6. Cert1f1ed Public Accountant
(two words) : 7. Socis - Payroll tax
requived payment in U.S. 10. f zed amounts deducted from income '

tax form for,itemizing deductions 14,

tax for‘?1nd1ng tax due 17.

statement intended to deceive ’ 18.

tax 6n real estatev

standard deduction for taxpayer \

and dependents '

deductions not 'meeting reguirements

audit selected at random .
, 59

J2

,one- who completes tax return fpr someone
wage and tax statement-
form used to apply for éﬁc1a1 secur1ty

number N

! * ‘
-
N [
. LIS
. -
[ -
. . . .

e




.* Ne/ﬁave a1l héard about taxes andswe-have all heard about SCARCITY.
Sifce we have limited dollars and cents and unlimited needs and wants, we

Y “have & prq{lem‘ of Scarcity.
~ TAXES & SCARCITY -
. :Uniimited ' —_ g :

Needs and
Wants

Limited Dollars
and Cents

-

We must carefully allocate our dollars and cents to best
fulfill our needs and satisfy as many wants as we can.

% ) . =

® ’ | : HOWEVER
- ‘We control how we spend our personé] dollar§ and cents~~ ' .
except for taxes. ) ' p

o o 8y law, the government takes some of our limited resources
) to provide services for the good of all citizens. L

Governments at the local, State, gna Federaldlevels levy taxes and fees of
various kinds t¢ provide services of various kinds. This PAL will provide

information on those taxes and services. But first, WHAT ARE YOUR ATTITUDES
TOWARD TAXES? - -

Complete the following “sentences;

1. Income tazes are _ - ANSWERS WILL VARY . i
; > y — )

l .
2." For my taxes, I want ANSWERS WILL VARY

. 8. When it comes to taxgs, pofitic'ianslgkduld ANSWERS WILL VARY

4. 'Tazes gn real estate property are ANSWERS WILL VARY

-\ . - - M .
| , .. * &, When it comes to paying tawes, I ANSWERS WILL VARY ; ]

" 3 o
+ r
L

': o . : ' \ 03
3" ) . . ‘O'~'u-_

i



- ‘ . . : . - / . .
- . , . bl . P .
ciljﬂﬁflnca DEFINITION WITH WHICH YOU AGREE: . Pt

)

T

TAXES
a

w . - . . L
) C .. O are what we pay for a eivilized society.
) _ Qliver Wendell Holmes Je.

O are direct levies on the mcome earned by individuals and
’ corporations. -

] pr'om-de dchools, colleges, homes for children and the.:

ol - aged, protection of the envwonmeni: health services, : :
ch " social services, ete. . '
. o, . ¢

!

L]

are a.necessary evil.

‘ [} serve two major purposes in the United States: a basw
L source of revenue for federal, state and local goverwments;

a means of influencing the activity of the economy. [

L[] .area compulsory contmbutwp of money to be made to a .
govemment to provide for services for the common good. * -
‘. - 8l
. , [ now account for the largest 3mg2e bite -out of the, armuaZ

ea:rmngs of an individual.

Y 1
4

ALL OF THE ABOVE MAY BE TRUE--IT DEPENDS ON YOUR OUN TAX EXPERIENCES AND VIEWPOINT.
v i . : ) . ! \.'
\ . ’

Taxes and Problems

~ The news media are. full of stories about taxes, new and 'old. We hear people S
* complain about paymg taxes and we read stor1es about people who fail to p ( ’
theiv fair share'of taxes. Taxes, it seems, are a PROBLEM. /,y

What 1's a grol_:Zem? Write your definition of PROBLEN: '

' ANS’.\‘ERS WILL VARY °

L]
3 i A i " @
. i i i
r




.ﬂ Share your sentences with others if you-wish, . S

- * -More on ‘Aééifqdas waard ‘Ia:i'ofp' o

! DU

Select from the following }ist the response which best indicates your' attitude Ny

toward each statement: - . . \\ - { B ‘ :
= }E“:? Ag,reé' - . 0= Disagree - ©" " N<= No Opinfon ' . L

' . . b x . - :

1. Rwh or poor .ane shou?.d pay hts ta.res Ty . /v'-\ BER

S s . .

. N \ - ) - .' - __. .
TR X the best thwgs in Z’Lfe come fz'om taz dolla.rs.‘ _ Sy

3. A penny paid m i:a:ces %8 a permy spent on the .good of th’e corrmmzty — :
or natiom. . » ?.

4, A person cannot be a goad c-atzzqn wzless she- pays hex‘ tamegy

-
[
. )

'g_}_ ‘5. Tazeg are the 'Poot of all ev‘al C o o v - R
( ;_ 8. Taa:es are not anong t}ze deh.ghts of' ?.tfe o
7 C?Of all deb'!:s, persons are, least mllmg to pay taes.
g__ 8. Tares ] “the ‘commni sy and natzon u}ﬁch p?ovzde L
%} us wi .sezjv;: g e - ) '-—\"/-
o .9. Sales tides aré t:he besbn _ of»tamtion : - .
. L \-. ‘l
10, It is better 20 iise tdden 2§ il 1ike those on gasohrie cmd S
~ ,¢igarettes) than ‘taze incomé and, sales taa:es Co

)' .
Ifﬁyou vn;sh discuss your respd"s‘es and your reasons vnth others Get

their positwns and reasons as well., Mg ,{n‘ight a'll learn sornetmng aboyt
.our attitudes toward taxes.




L

In one way or another we all seem to pay: taxes,- Tax payments are made
to local, state, and federgl governments. Think apout the many services

» .
" .12, Education (my schooll
- - .

ANSWERS WILL VARY

{ - ' ' ) :-; I. L3 | ’k . ) ;
.Distuss_the level of government which provides these services: LOCAL,
STATE, EEEERAL.u-Some services are provided by more than one level of

! governmenty (For example, state and federal money is used to build an

maintain many'hzghwpys.)'

]

f

. N
96 -¢3 "m

provided by government. H Y
. - - '1,' . ’ ‘
. \ ) , WHAT SERVICES DID -YOU RECEIVE FRQH GOVERNMENT LAST WEEK??
. . 1 " . . .
3} 1. Drove on streets, roads and highuays. "
' SR T L . , :
S KNSWERS WILL VARY cL L
~ 3. . o : N
4.
i * 5.
. ) ' ) - . ’ F
. 8. Checked book out from library - . o
‘ 7. : - . ;
J < ANSWERS WILL. VARY .
8 - )
- ' = 4"
[ 9» N . 1 »
. . Q - "
> . 10.
11 : .

13
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~
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hat m1ght the fo]]ow1ng diagram have to do with the meaning of the word

‘bsoat.sn?
‘ REAL-¢ )>~ IDEAL ..

. Nhat might the f0110w1ng diagram have to, do with the def1n1t10n of the word
- PROBLE”? Ty . .

., 13
<i i

When people talk about THE TAX PROBLEH, or THE PROBLEM WITH TAXES@ what cou?d
. © they mean? Write your ideas:

~

£

~—

WHERE WE ARE.’ L. WHERE WE WANT °
wHAT's GoING ON 10 BE -

ANSWERS WILL VARY

'I. Y - -
. v,

t : v
N

.. Consumer-citizens do often have problems about taxes, -
They think taxes are too high, or-foo.low. They think: .
taxes) are unfair, etc, But all consumer-citizens de.
not take effect1ve act1on about thesejtax problems

d There are three types of consumer-cit1zen respoqse to tax probleus

! | Just poys them and fbrgets

e

PROACTIVE

Consumer-citizen withdravs
from faging problems with '

Congumar=-ci tizen Just

responds to her prob-

 INACTIVE L REACTIVE * . 1

- Consmer-atm.aen ie con-
. cerned about issues 1n-

wnfairmegs, éte.,she feele
about her own tares. She

it. Escapes. She doesn’t
worry about soctetal tax
t8sues~~she feels power-
' leas to do anything a.boui:

themwzyuczy . .

wyong,
get moving. .

lems as she gees them,
When something goes
then ghewtll

L .
- S

volving tax policy* fair-
nees of tawes, who pays

* tages, ete, ,She partici-
pates in orgamzamons

"| helping to get good taz

/pohczes

L

Read the story of George Dawson.
position.
persons in George "5~ posttion.

’ . M . - " ‘/
.. . . : . .

Decide whether-or'not he has a reasonable’ '

¥ .
LT

f

-

}\

Then discuss the 3udgments of your parents and F?iends about

-~




b ]

' "What would George Dawson do if he were an INACTIVE consumer-citizen?

* PROACTIVE Georgé: ' (HE WILL JOIN OR ORGANIZE GROUPS TO WORK :

e

GEORGE DAWSON wAS RETIRED AND LIVING ON ‘A FDED INCOME.
EACH YEAR HIS PRL'PER‘EY TAXES WENT W, NOw THE COSTS
WERE MAKING LIVING DIFFICULT. HE WAS ALMOST ON THE
VERGE OF HAVING TO SELL HIS $18,000 HOME~-IN WHICH HE ,
_.HAD LIVED FOR PIFTY YEARS. "GEORGE THINKS THAT THE TAXES:
“ARE UNFAIR. HE HAS PAID OVER THE YEARS FOR THE OLD
SCHOOL. .BUILDINGS IN TOWN--THE SEWER SYSTEM--THE POLICE .
STATION-—THE, STREETS~THE OLD PARK DOWNTOWN—AND FOR : .
OTHER SUCH IMPROVEMENTS, HE FEELS THAT THE NEW RESI-
DENTS—THE ONES WHD MAKE SEWER S£)XPANSION, NEW PARKS,
& NEW STREETS, ETC. NECESSARY—SHOULD BE PAYING MORE!
HE THINKS THAT HE SHOU.D BE PAYING LESS.

f 4

A REACTIVE consumer-citizen? A PROACTIVE consumer-citizen?
+ - ANSWERS WILL VARY, BUT $SHOULD INCLUDE:

INACTIVE George: (PAY HIS TAXES AND TRY NOT TO THINK ABOUT IT)_ ’ .
REACTIUE George: ' ('WHEN HE CﬁN T PAY HIS TAXES HE WILL DEC IDE T8 ..
DO AND ACT) L L . A . - g
"- - .

FOR FAIRER TAXES FOR THE SENICR CITIZEN) .
. R " ; : )

‘5

”

-

Let's assume that George has decided to try to
" : change the lodal tax laws. He feels that older .
. cittzens in" long-established residential. areas S
should get a tax break. Heralso feels that taxes .
and fees on housing in new |develepments around

" his home town should, be incxeased. George can- _ L
not do it alone. "He will need frienlds.and:d11ies g
- wha have power {influence) on the government t
- process. George needs to answer these questions. :
AL d bl * \ ' . an )
1. ‘HHAT INFORMATION AND srcxu.sf WMo HAS T)T-E INFORMATION AND J
Does ﬁeohee NEED? sxxu.s'r L . o
2, 'l'lHAT wonx ANQY SLPPORT ARE - '+ WHD HAS WORKERS AND SUPPORTERS
' Feoumso? , ¥'o» T o, “YFRIENOLY TO GEORGE'S PROJECT?
A : .,..'H’. b ' ) - .
3. W ARE THE IMPORTANT LEADERS! - WHO AMONG THEM ARE FRIENDS OR ‘
"1 - 'AND LEGITIMATIZERS IN GEORGE'S -+ ' CAN ‘BE PERSUADED" TD ENDORSE - .
COMMUNITY? " THE PROJECT? ) ‘ .
. . .
" These are irrportant questions to answer about any citi zen-consumer community . .
] problem, . . . - - ]
r ', t‘ . - ] . | 98 . X Zf . .‘ L4 ‘
- " . l - a ‘ » " ] .




-

TRUE | FALSE
X 1. Téxes are payrients reqmrd of citizens - tQ pay the rice -
. of governmeﬁﬁa‘l services, .
X .2, Tge mcome tax%ollectio diviswn of government is the :
1RS. : \ ,
X 3. The 1mposing and collection of taxes 1§(‘ca11ed fra("ud
X 4. Items such: as “highways, )ibraries, and -police: protéction .o
: are services which are provided through taxes,
X 5. . If a person, d1es, the taxes he owes the government are . j‘
‘forgotten .
s .
Give an example for each of ‘the’ f'eﬂomhg f.ederal budget categor‘ies .
. ANSWERS WILL: VARY'; BUT COULD INCLUDE' , ‘ -
DIRECT ‘BENEFIT PAYMENTS . <« .
TO INDIVIDUALS . SOCIAL S URITY & WELFARE
- ' '-_., £ - . /
GRANTS TO STATES AND L . : :
LOCALTTIES AN RESEARCH SRANTS _ -

SOCIAL INSURANCE

L REGETPTS
£XCISE TAXES

OTHER RECEIPTS<

SOCTAL SECURITY PAYMENTS

"'i"a‘_

TOBACCO' & LIGUOR TAXES ' o

OTHER PAYMENTS. MADE .TO THE GOVERNME
“ LNvaIDUALs & BUSINESSES NT BY




- . -I - -
. :; - ‘
- R ‘rll )
. Explain the difference between axpayer neghgence and e . ’
taxpayer fraud. - S

Givé examples of each. AnswERS WILL VARYs BUT SHOULD. INCLUDE
(NEGLIGENCE: NEGLECTING T0 PAY TAXES WITHOUT INTENT TO

/ AVOID PAYING ~ /sucn AS NOT -LISTING ONE

¢
| t/ - SOURCE oF INCQﬁk THROUGH AN- OVERSIGHT) '

. jmmn: DELIBERATELY AVOI]EENG THE PAYING OF TAXES - ,

/ SUCH AS FALSIFYING A RETURN.) ;

w\g )

, .
P . j

A

'[ !
George Oawson represented one special group of taxpayers.

Use the federal

. -~What other groups ¢an you 1ist who might experience difficulties? L
ANSWERS WILL VARY BUT COULD INCLUDE:

SINGLE TAXPAYERS - y

DIVORCED HEADS QF HOUS EHQLDS

MINISTERS- ETC.

4

udget illustration on page 11 to det-ermine the expenditures’

“1in a $500 billior budget

(For example: a 3¢ expenditure would mean $500 bill{on x .03 = $15 bill{on)

DIRECT BENEFIT

PAYMENTS T INDIVIDUALS: 195 BILLION

NATIONAL nn%usz: $ 420 BILLION . -. - *
y ‘ <y o :
GRANTS TO STATES AND LOCALITIES:  ~_ $80 BILLEON : ‘
. | )
INTEREST: $45 BILLION .

.(

How much of the federal budget does not purchase any 9erv1ces for the

United States taxpayer? $45. BILLION-
(Write your answer in figuresT — $45,060,000,000

100 .
R 67 . 3




’ " : ' :
. ‘. " HE TURNED ON THE LIGHT rmonthzy utility
$3), GREETED-HIS WIFE (marriage license, 310),
A " CHILDREN, AND FAMILY 0OG (license, $3). THE
s 3 MORNING NEWSCASTER REPORTED THE STATE LEGISLA
- " - WAS CONSIDERING THE ADOPTION OF A STATE INCO
“TAX OR AN INCREASE IN THE SALES TAX.

. . "OH- WeLL, SO IT GODES," HE THOUGHT.

v ’ SUPPOSE [ SHRLD CONSIDER MYSELF, LUCKY—

.o ARENTWSTATESLEFTMTDONTHAVEA TATE :
' INCOME TAX. " ! '
" . "I MIGHT AS WELL ENJOY MY BREAKFAST," (eules

: . taz on weekly grocery bill, $5). .

TDDAY I'S PAY DAY (8333.23 tax, $114.99, FICA),
.. R AND THE CAR (sales tax, $160) PAYMENT IS DUE.
v e - Tommowrsm&mﬂmAcomchmca‘ : \
' (tax on aitr fare, 317 25). .

... ON.THE WAY2TO THE OFFICE,-E. Z. STOPS FOR 5™
GALLONS OF GASOLINE ($.11 per gallon in federal -’
and state taxes), PAYS THE §,20 TOLL, AND DECIDES
., >+ HE AND HIS WIFE WILL SEE THE MOVIE ($.10 tar per

. . . : ‘tioket) HE SEES ADVERTISED ON A HIGHWAY BILLBDARD.

L ONLY A BLOCK FROM THE OFFICE HE IS STOPPED e
. *= ' ON A ROUTINE CHECK AND OISCOVERS HIS ORIVER'S
R . LICENSE ($12) EXPIRED YESTERDAY.

AND SO IT GOES-~E. 2. MARK HAS BEEN AWAKE

| FOR LESS THN TWO HOLRS . . . ,
R | ; "‘.: - ‘ . B L Marl.< s story was about taxes. Show the total
0. * 7wk . - amount of taxes.menj;wned in each paragraph
' PNt L setee. 5. s, 625.47
2. 1600 6. 95 .
o 3. 0 7. 12,00
' : 4. % 5.00- /
f £, L. Mark s toﬁa't for the story;. 8. S 147-{82. _
| ‘F"mq fhe tax on-15 ga'l‘lons of gasolme g 8 1.65

" Find the. fotﬂ f?v tolls to and froft the

. . s .80
RS movie anJ&m;m tickets - 10. .

P . vy . [

ww
e
)
X
™~
1)
) foumi,
L
—
T




PROPERTY VALUE X TAX RATE IN MILLS = . - .o
PROPERTY TAX DUE - S sl
Ehnmple Property valued at $10, aaq with  $10,000 o ST
a 6 mill tax rate would have a .. 006 VR b
 tazm b1l of $60: . T860.00& . L T e
) . . .-:,.f ﬁ t. )
" JFind the amount of property tax due for the foilowing properties: }
) . ) .“' " . ‘\: ..:: .\. :I\ k
Property Value $15,000 ° . $25,000 $54,000 - - "8
Tax Rate in Mills . 6 : 7 L T
éﬂ ‘ $90 . $175 - . '$3687.20% 5
OPERTY. TAX e —_— — . S,
‘:.e- . b
. v _.‘ M :;. :
. ’ ) . . RIS o
Q . * . » o ‘ L .:.. “ | .\ ’
ERICT W 102 w9 ;7 ol

« The amount of property tax a property
gwner owes is based on the value of his
property.

Expressed in mills (1/10 cent),
.property tax bills are determined by
simpie mul t1p11cat10n

-01 - .26 = 1¢ E‘:camplé: Purchase $3.95 Sz .04 = 12?‘
.26 - '50=3$ ] : 95¢ = 4¢ ®
51 - ,76 = 3% 1 . . 16¢ sales taxr
- + « Purchase $3.95 _ .
;76 -1.00 = 45 . Saled Tax _ .16 A 0 .
" $4.11 ' _ *
A ' b ! . .
Find the tax and total costs for the following purchases: T
" . " e ': - .
Purchase $13.45 . $50.00 . $3451.92 ~ )
. Tax Rate 4% 5% 3%
' s .05 $ 2.50 . s 103.56
N s . » - .
TOTAL - _s43.99 . _$52.50 33555.40 _
nuuuunununuuuaauuuuuuuu
" PURCHASE 'PRICE X SALE:S TAX. RATE = SALES TAX
.
. ‘nuuuunuuuuuuunuunuu&uuun
Property Tax -, - T




- 4
. Complete the follou1pg chart for a new?y marr1ed coup1e They are both.
empIOyed & expenses are given for the first ybar or marriage. Use 4% tax.
- . : »
ITEM PURCHASED Lo RETAIL:PRICE « . -~ SALES TAX-
- . ' coe ~ .o £ .. ) !-
.Clothing ' \ ‘ . CoL LT,
‘Husba - . $250° N .8 1w
Wife - . 400, o 16
- Stereo o o280 Y L 9P -
Refrigerator - - - 700 T > 28° -
Color T.¥. . | - 450 \ A 18
Furniture - - ° . 1100 - ' .44 .-
Car =~ - ~ o 3400 . . 136"
. Misc. purchases 2 - 1500 - ' T80 . .
©OTOTAL - § 8030 . v $ ‘32120 .

Now’ compute the percentage of total annual income three different couples ';‘:

,spent for sales taxesdt : g . e

" OANNUAL INCOME - | SMESTAX . PERCENT OF TOTAL INCOME

$17,500 R . & -
B,Ego . . 320 R - 4% .

‘ s 320 v : T0.8% o
. Circle the income of .the couple for ‘wholn the sa?es tax pa1d was the - |

greatest burden. . . '

’ & : ' * . * )

. " : . 4 N B -

L

' Property Rxes arg computed accordIng to the assessed
PI'OP erty Tax value of each parcel of real prbperty’ 1n a commum ty:

The tax rate is determined by dividing the amoint to- be ra1sed by taxes -
by the total assessed value: ‘ | N
* Amount to be raised by taxes . U R
. Total assessed value : TAX RATE;: .

For example, in’éhe town of Pleasant H1113’

Amount to be raised by taxes . § 50,000 =, .0232558 =
Total assessed value - 72,150,000 . "~
’ . Total rata per each

oo , " ) 31 of assessed va]uatiog
which ig stated at the rate per $1000 ) -
assessed valuation: ,0232558 x 1,000 = $23.2558 per each $1,000.assessed- valuation

® 70 1ud




- .
. L] e}.- v . N ; i . 4 ]
Use the fo'l'lging 1nformatlon to determlne (1) the~fax rate for Snooterville .

' _ (2) the taxes owed on two.pieces - }
c‘h 2? . .o ' . . of pmperty -

The total assessed value of property in Snootervilie is $2,000+000
where it is necessary to raise $60,000.0f the ’hudzet by taxes, ~t
Two Pieces.af property in Snootervil le have been assessed at

$1Du000 and' $25,000, ~.

-

- (1)rThe tax‘-rate in Snootervilleswould be %30 per $1000 | L=

(2)The tax owed on the two pieces. of property: * . _ $300

: Y s . . .
o : . $750 | o
. A / , . :

A

Jb
e

ay o

* Tax owéd Number of thousands of assessed valuation X tax rate -
- . (Property assessedmat $10,000 taxed at a 15.17841 rate .
, -7 would mean a tax 'I of 10 x 15.17841 or $151.78)

1w N .
- 3 V2
- o -

. 3

. .
* . L] . i
. - . > b v

800i8] Securfty The employee share of-social security payments 1s current'ly .
_ 6.13%. This amount *is mthhe]d from the. emp'loyee s pay.

., E’axng'le. Aﬂ emplo ee with a monthly salary of . $ 1000 .
: - "$1,000. 00, would have $61.30 withheld _« .0613
Cy foz' soctal, 3eaumty or FICA. §61. 30
- o : 4 . '
- - ~ ; /- . : .
Find the FICA deductions from the following employees’ chelks: . ;L7
" L \ I, ~ | : .

SALARY FICA DEDUCTION
) .
$600 . ¢ 36.78

$1500 .. _ '$ 91,95 . m

(' $2500 ' $153.25 -

The rate for social securjty or FICA deductions is set annuany by Congress. ; ‘- .
The informed citizen-consumer isaware of the status of both the.percentage .
$ deducted and the amount above which no more-deductiens wﬂ'l be made.

. . . /‘ . '
o . R 10 zq")/ | U

- . f
— ‘ L - & s 5w
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" Imcome Tax Federal inconme tax is withheld From the empIOyee 5 pay
according to ‘the employee's status as declared on s oy
W-2 Form (single or married), and according to tax ’
tab]es provided in the IRS pubT1catvon Circular E. ’
Use the following. tax table to determ'lne the Federal Withholding Tax for
each 1nd1v1dua1‘s check. The first one has been completed for you.
. - . — !
S TABLE 4. MONTHLY Payroll Period _ )
(a) SINGLE person—-including head of household: - (b} MARRIED person— ' , .
If the amount - The amount of incomatax ' - It the amount * The amount of incoms tax
J of wages is: to be withheld shail be: \  Of wages is: to bs withheld shal!g.o: a
"Notover $118 .. .. .. o - .7 ‘Notovers200 .. .0 . T .
Over~  Butootover— ' “‘“”@h Over—  Butnotover—  c © ol gitutsover—
$118 ° —$275 ... 15% —$118 - .| $200 —$SSO_ . 15% . —$200
$275 —$567 . . $23.55 plus 18%  —$275 .’ $550 —$908 .. $52,50 plus- IB% ~—$550
$5 —$850 ., $76.11 plus 21% _.——$567 $508 —$1.250 511594 plus"21% ~=$908 "
$850 . ——$1,183  $135.54 plus 26% —$850 $1,250 —$1,600  $188.76, pius- 24% _—-51250
$1,183' —$1,433  $222.12 plus 30% —$1,183 $1,600 . —$1,967 | "$272.76 plus 268% . $1.600
$1433 —$1,.875 $297.12 plus 34% —~$1,433 $1,967 —$2408° $375.52 plus 32% —§1,967
$1.375 . > . . $447.40 plus 39% —$1,875 $2,408 . ' | $516.64 glus 37% —-$2.408
. ) ’ -~ Y .':' o
. - -'.‘ ' - .Ia I . L. .v., .t
' Salary Marital Status =  Federal Withholding Tax ..
' . e . 83.08
| $600 ‘ Single _ $ ~ )
) A - 61.50
$600 Married Yy L= pol -
A T e © T . 24B.76.
$1500 - IMarried L ’ T -
‘ oL S 694,15 .»
$2500 - - SinEI{e\_ : T o £
: 1 L T, e, 550,68
$2500 . . Married . L T
‘ . . ’.. .;‘ 5 * ) ' ¢ .':
' ) ’ b
/ 0

.The ratg, for Federél/l-h thholding, Tax is, a:]so set anriuaHS(

The informed citizén-consumer is aware of ‘the fact that. ‘the,de‘ ctions
from hfs pay for this purpose may.-c.hanggqu The' table given 0ithe 11103- ,

-tration above is’for the 1979 tax ydar:- 'k e T T .
) o/ s AT g e ) C
N - ¥ ) f‘f“ Lt s B : !
. . < - - 3 |} . ) . 4 - )
v N -' . » (" i e » f‘" : . PN ry
’ .- - . . L ' y ‘e . b-.-',:

¥ . M L AL - £l
.o et Ly M, . .
- -




1. . The, Federal. Insurance Contributions Act é§éab}jsoed SOCIAL =
L . SECURITY o T '
\ . . T - N o . _ . ,.’. - .
2. A tax on goods and services is called.a SALES ' tax, . A
{ st 3, 5. tax levied on real-estate or personal property 1s called a < )
- * " PROPERTY. tax. . : -
» ) ) F .
T 4 A tax-levied on the incomes of ind1v1duals; trusfs estates and . .
2 If “ 'corporagions is an INDOME tax. . v (
8" T
b‘?" , ;:5, Jhe three ?eve1a on wh1¢h taxes are pa1q are -~ LOCAL",, = - . e -
.":'c_fq; :: ‘w' ‘ ,.(.r,s TE' . al'ld 'FEJERAL ' " . ! P
d ""‘ L] - ; ‘: . T I". - " . " Vv - " ) Ihh':. ) g ‘ "
'o‘ ’ . "' A L ” ! - ‘ N
. 6. eIhe More services and.benefitS'provwdedéby governmgnt , the -HIGHER'f'
the taxes become. -_ - ‘ L » . S, R
5 7. Tax payments requ1re about . * 113' r of the %ﬂsoﬂ§ of thé typical -
" “indiyidual in the United Srates.‘ ‘ .
* B . N i * ' . *‘«
7 © 8. The two types of sales tax are: GENEBAL : and SELECTIVE .
: . ‘.{ n N . .
* £9. .The' tgg&whﬁoh prggides ‘the princ1pa1 source ‘of reVenue for-schools” is- the -
v e . tax. : ‘ e o
% ex' C, "’ :é‘";' :" 1U6 -“.. Coe ,-' .. ¥ A
. B g - . R + . ' i 1 . y - -~
J et e . T * - x“ LqJ e‘. A

'Review
Time

S

A ~ g

federal -
PICA

" .general °
higher
income
local

-

’

) HEREATAX

+

" "
LY

fover
one-fourth
one-half
.one-third

‘ progressive

property

-
-

- Choose the correct terms to comp1ete eash sentence o

R

L

proportzonal
regressive .
sales ‘

gelective g .
sacial securzty
state '

-
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. 10. Taxes may be* clasgified according to the effect the paying of taxes has
: ~on the s enﬂin(;gwer of an indiyidual. These classﬁ‘lcation% are called
' - "PROPORTIONAL = - ° _PROGRESSIVE and REGRESSIVE g

L]

L]

\
R T . .
- . \ - f o .
) . & . A
. . * . 4 .
- 4 . .
- . L [N
. . — - . -

-“‘_ Happ Hazzard is: Smé]g,,e’arns $1800 per month, lives ip a e

+ ~ house-assessed- at $30,000 and just: purchased a 35, 600 car. .
, : Compute the follw‘ r;g taxes: . R} .

L - , » .
. o feder-al withholding tax S 421.90 E
| ‘ = FICA K $ 110.34 N

N _ ' ' \ -
) o . Property tax at 10 mills ., $.300.00 . i

j,;v"" T . . ) ’ ’ <« :

o 5% sales tax.on his car ~, ~ _ $280.00 -~ ¢

L]

i . . -

{

Give an examp]e for each tygg,of tax: | . . ) CT
e . ' ‘ - ! s . .
. PROPORTIONAL ' PROPERTY TAX : ‘ g R
' . % PROGRESSIVE _Thcove TaX L . -
T SALES TAX < L ‘ :

REGRESSIVE -

—* . “

\'_'J : . . - - ' *
. . . _ .
. d )5 - .
Discuss ‘the effect of our current tax structure o
on three groups of citizens--the poor, the middle ; .
class, the wealthy Include federal income tax, ST
social security, property tax, and sales-tax. - ?
What benefzts are provided by each tax? . .

What burden does each tax place on cigfzens in each ® e

group® S AL R i
' ANSWERS WILL VARY, Lad: .

2L . kE .'15;’{

: . ¢ Y \ g i

Is it true that Phe United States has one of the

lowest income tax systems in the worid?

<

YES

13

D 2t S
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Statement of earnings and amouazgﬁw1thheld

App11cat1on for a soc1a1 seq&r1ty dumber -

s

Short form usedqwhen >11?ng an, 1nd1vidaa1*

.1ncome tax return. oo

Form.on which the’ number of persona]

exemptions claimed is’ written

Individua) ~income tax return on which items -
are listed and individual deddctions are
itemized

4 L4

Form used to rep1ace a Iost soc1a1 59cur1ty .

card . ¢ )

.. Form which must be f11ed w1th an 1nd191duaT'

1ncome tax refurn \ )

Form mh1ﬁh is fTTed WIth the IRS by your
emptoyer N B

Lo

"Frcn" ﬂm or app'licatioﬁ

Fornr %hich 1nc1udes employee’s name, address,
social, security number, federal income tax
wi'thheld, totaf'wages FICA tax withheld, and -
the employer 5 name and address .
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.t as taxpayens. . .
) -Exercises The tirst one’is done for you. .
TAXPAYER NECESSARY GROSS INCOME:
o v & F, , . ., L ‘. . o
1. Nancy js a student with D - :
: no earned income. . 7 $ 750 ”
§ ) » ’ - m— . :
2. John is single, aged 23. e 2960
' 3.° Happ and Ms. Happ are ) ' =
married, Happ is 67, Ms. )
.Happ is 66, and they are
,  filing a joint return. $. 6200 .
4. "Henry ~is avbachelor, aged_ﬁ?.- $ 2950 "
57 * & Mrs. E.Z. Go are | , .
‘ , © filing a Joint return, - , . : - >
. Mr. Gois 66, Mrs. 6o is 64. $ 5459 ’
. I . ) '
g A C , . N .
S - I .‘é"
- ‘ , " ) '
turn, accgrding to the income

al * [
Use, the "Whe Must Fi
* can: determine

qualjfy each o

t REQUIRED to file a re

Even though yolu are'no
IRS,. you SHOULD file a

guide providéd by the”
INCOME  TAX WAS

-

{3)

Or

} . o
$0U ARE ELIGIBLE FOR A
CRANTED, THOSE TAXPAYERS RE
A MINIMUM. INCOME AS DEFINED

&

{2)
" Ypur return in either of these cases would b
a REFUND- ' A

L
[N

bl

the gross income.
f the ‘following citizen

, JLTHHELD FROM YOU THAT YoU
‘ARE ENTITLED T0 GELBACK AS A REFUND :

N EARNED INCOME CREDIT
CEIVING LESS THAN'
gy THE IRS

+
A :
e -

b
. ‘ |
S TP
table o see if you
which would !
-Consumersy,

1e?"

L]

4

return if

L5

.

* s

e for the qubosetgf glaimfng



. . M teral_Reven Sarvice T * t
U.%. individual Income Tax Return Jrew
. Usy Yout furst name #nd 1NIal 1) 1040t retute. 3130 Ewe 500USH 1 nams and seilidl) l ] Last name » | Your social secunty number
1|1, |__HAPP AND PRUDENCE .’ N HAZZARD 000 :Q0 : Qoi
Othes. | Present home adaress (umber a0d strml. ncluding 30an bar. of turah reuts) M Spouse’s social no
;:;. 66_SOMOLEON STREET . - T {000 00 is
print | Cltw tows or putt office. State snd ZIP code " = 7 Youi 3“?““‘”’!’" -
orype.|  ROCKLEDGE « WYKOTA, 0001 : ] , ANE.-OPERATOR
y . : : ‘| Wote: Chetking Yes Wi | Spouse's ndoupstion
Do you wart $1 10 g0 1o th Presidential Flection Campaign Fundg |_X | Yes % No'| R v z
’ If jownt mum.}hu your spouss wanl 31 1o 20 o this fung? " IYes % X No 3, ,£§;§' ?w?f:mnd. CLERK b
MI . Single Y , ; | For Prvvacy Act Notiee, 3e8 page 5 of lnstructions
2 | X | Marnaed filing foint return (even if only one had incoma}) ; .
Check Only Marriéd filing separate return. |f spouss 1s also filing, give spouse’s soca) secunty numbar in the 3pace
. One Box 3 above 3nd entdr Tulf name here P . ... .. Foatrreestenasaaes et rannae ey L
4 Unmarried head of household. Enter auslityng name b» R S, . . 1 of Insf N
— ¥ . L
f . "
. : Enter aumber of
A © 523 Yourself, - D 65 or aver . D Blind ‘boxes checked |
.} the box labeted ‘ \ D . D _ onsaanan  po| 2]
"1 Yourself. Cheek 5 ( X| Spouse . 65 or over Blind .
er. boxes if L Enter numbaer [~
they apply. ¢ First names of your dependent children who lived with You P e pasenae ..} af children "
! “:31 ..‘ ........ el aeaary. wonmem.) sian = = mea.assrraguca-as-a listed b_‘ i
d Other dependents: @) Numowe of | (4) D¢ demendan) (5 Dld ym wﬂ;"“ﬂ':" Lo
e @ b | e | BT Aea | s ot | Do umbar
& ‘- -,x"'"" o - da ts P
Py i~ . .
é - R v d aumbers g
pt . . - wntersd in? 2
i . 3’ 6 Tatal humber of exemptions ¢claimed - . . . . T e o oo e e boxesabove o L}
| 7 Wages, salanes. tips. and other employee compensation. (Attach Forms w-2. i you do hot b 476 6 as
E hQVOaW-zsuﬂaeo7of-lgstmcﬁofis). N e . _7 17164
i 8 Interest income (sg# page 4 of Instructions) . . . ; - AU P 8( ' . .
a ) ' ) . ’ ' Subtract hne' | M
| --92 Dividends .................iceceeees ... 9b Exclusion ........ rrenaanss e menan *4b from Sap= §_ 9¢
g . . ' (j’(;:‘” 4 and 8 of Instructions) '\ : i
i z| 10 Adjusted gross income (add hnes 7, 8, and 9¢). If under $8,000, see page 2 of Instructions T 17,646" (85
4 oan rnad Income Credit.” |1 eligible, entér child‘_s name b= . et grgerzhes e s 10, ' .
&l 1la Credit for contnbutions to canmdales for public office. LN ;///
i «Enter one-hall of amount paid "but do not enter More than 1 "‘"‘- d '.51:5 : Z / .
$25 (350 «f jornt return). (Sae page 8 of Instructions) . 1la e g : /% /
IF YOU WANT IRS TO, FIGURE YOUR TAX, PLEASE STOP HERE-AND SIGN BELOW. |7/ " / ]
b Totai Federal income tax withheld (if hne 7 is Targer than // %
- $17,700, see pege § of Instructions) -1 11k | 2055 |- // %’
o ¢ Earned income credit (from pagvou? of Instructions) 11¢c //
F . . . .
%1 12 Total (add lines 11a, b@nd ) - . . .. .. .. .. .. e e -
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g o0 ¥our signature —TGate 50038 3 TiEneture il NINE jointly, BOTH must i evep . enlr gns Mad come)
3 ‘g * pad ‘pm,,nf'-," p . Preparer's social security nG. | Check if self-
g2 a srgnature o . emplayed P» (]
Al Preqarer’s | . 7
8. | Informatlon .;":'.‘..’.;}:’;?3,?5,?""”‘ - £} No. p» v
Q T | addrass ang ZIP code Date I '

£ J040A

BEST COPY. AVAILABLE

. Depgrment of thy T

E

r

FullToxt Provided by ERIC. M

MC ‘Wmmmrm:;mcl 1rada1En 0T S000 19100

an

110 %. 77

L)

Form 10404 agre




*

" CHOOSE YOUR PREPARER CAREFWULLY.

THE PREPARER IS REQUIRED, UNDER THE LAW,
TO SIGN THE RETURN AND TO INCLUDE THE.
PROPER IDENTI FICATION NUMBER.
© REMEMBER, HOWEVER, THAT YOU ARE STILL
*.°  RESPONSIBLE FOR THE ACCURACY OF EVERY
' ITEM ENTERED ON YOUR RETURN. THEREFORE,
=% . YOU SHOULD EXERCISE CARE IN.CHOOSING
SOMEONE ‘WHO 1S BOTH KNOWLEDGEABLE IN_

A COMPLETE.AND ACCLRATE TAX RETURN,

F— Publication 17 .
Internal Revenue Service

- . -y

. TN
E@zzﬁaem&)@r
- the iﬂazp@rfamce of
[, anything about your ', Mze Apﬂi 15 Mmg da)z?e
) mcome “taw - this year’-‘éi .

Y
Tt -
. . - LN - .
L . ] N n ‘ ‘

LI - .
4 ..

"Why haven't you‘ said

1

- . P

TAX MATTERS AND SCRUPULOUS TN PREPARING

"IF YOU PAY SOMEDNE TO PREPARE YOLR \RETURN,

- “‘ “»’ - :-\ ) .
. E noo . . . .
T .- ) L - ? ' LA
The seven types of tax help are: _
™Y RS - i Tax Clinics | . 5. . Enrolted Agents
2.- Iax Services . Credit Unjons 6. CPAs;
EEBI'QS&S . i . . - I P Attoieys
wr':te the correct ber in front of each, descr1pt1on . ‘.
The magor souree of free tax mformatwri amd advice ’
= \
3 - Non-—prot‘it servu:‘es for low-income taxpayers
T 5 Indw‘iduaJs who haVe passed d1ff1cu1t Treasury Department exans .
2. Proﬁt-q}akmg tax preparatmn serv1Ces, some of which close up.
after Aprﬂ 15 _ - : . . :
: Y "% ,
. 6 Accountants who a]st} prepare tax returns » .

n
e R e




Review .
Time

";. ) . ‘ J | " © .
i - 4. THIS IS THE WAY
* v L. ot N .
MATCH THé, TERMS WITH THE csan‘ecr D-EFIN?If@S.: _ R
. \. .
L _9__-. Credit A, the amount of tax owed 5 o

. { ...~ . and his dependents as exempt from 1ncome
. 3. B txemptions . taxes , o . :
.'p . \-.._.' . .
J A A Liability C. one who completes an 1ncome tax return other ‘
R P : than the individual taxpayer ; -3 ¢
5.-._C . Preparer - . - "

: . / ‘ :
2., F _,Dedu(ct'lons . B. standard amounts allowed for the taxpayer
3

. ) R ) amounts which are deducted directly from ; .°
s U . 7 " .one's taxes ' g

LY . ]

' - ' * - E.. adjusted gross income

F. standard or itemized amounts whu:h may be
deducted from ipcome in arriving at taxable .
income~--such as sales’tax, sinterest payments T
charitable contributions .

. . ] ‘ - . j
. CHECK'THE APPRDPRIAT‘E FORM FOR EACH’?AXPAYER OESCRIBED
©imiD.c louea” . o Y

e X '_°l 6. A student with a summer job and no other income.

L X ‘ 7. A coupl‘e w‘ith two chﬂd\r‘en, a home an which they o
.t N . are making pdyments, interest from stocks and bonds,
< <t -and parents to sUpport ' .

] .- X <7 8 A retired couple whose honte “is paid for, living on Ny .
- . : ’ social secunty with no othefr income
. ' . M . L . N N ' J -. :H‘

‘ P N & N.‘q?' . r'

AR g N




9, lee an examp]e of & situation; in which it .
would be necessary to file a returnfor a ~ -
refund even though the indiyidial did not™

' . meet the gross income requirements for, - -

STUDENT; LOW INCOME EMPLOYEE ..

1' 7 .
) -
\ _ : L
T . . . :
“10, DISCUSS' The IRS pr0v1des taxpayers with clear, concise q1rect10ns )
- - for completing a Form 10Y0A Individua] Income far.Return.

‘.‘-' . }( N 12.
. X | ,..t3p'
- TS

. - . X 115.

ANSWERS WI LL VARY

Income taxes have bgen a requirement of U. S.

titizens since 1913

The correct form-for most s

+

~

workéng- on thexr f1rst.30b

¥

ggd

3 11 Enrolled agé%tg are IRS employees.

ents or
a IDHDA

-

Ll

persons =~ -

Your social secur1ty number is your taxpayer

1dent1f1cat16n number

L -~

-

-

If you check "yes“ for President1a1 Campa1gn
Fund, you will have $1 deducted from your

¥

P

o\

N

refund or added to your taxes ‘owed.-

s

W !

]

Discuss and Tist the ways ydﬂ’wouid improve the 1nd1v1duai income tax

- system in the United States or axpress yoyr support of the

‘current system.

L]

. ANSWERS WILL VARY
. A s . ' ) "‘ N &
a. - ,. “ ' £
. .
hd : = \ o -~
Fy . N T, ’
. 113 L

filing a return; : RN |




‘Review
Time

5, WATCH OUT FOR...

.
el

Complete the followi

" pach blank:

W

Be sure to include you

L
- SECURITY

rg statements by writing, the ‘correct word 1}‘

-

r taxpaysr {dentification or

SOCIAL

2, 'Attach all ~  FORMS

number.

+

on.the éace'or front of your return

3. If it is necessany to’
your SOCIAL .

»

send a check to IRS be sure the check has
SECURITY number on 1t

4. Use the correct tax

" TABLE

T

or SCHEDULE ‘to’ cumpute

your tax. '

o commonly missing when
‘ and date your' return.

Ll

4. -

IRS checks returns. . Be sure to SIGN

)

5. +The-last item to complete on the tax form is one of the items most ’

-

4

4 - . ‘u
. . . -

for taxpayers to use before they)
mail their returns?

. < ANSWERS WILL VARY

Noulh you suggest a change in the
order-af the 1tems on the return?

ANSWERS WILL VARY

4

Should the IRS include a’ checklist’

-

13

4

-




“.. -+ 6. IT'S.NOT ALL OVER YET! "

- T . -
r .t
- Com
L}

¥

Complete. the following statements by writing the correct word in . .
each blank: - Y

-

1. A taxpayer's idéRtification number is his _ SOCIAL ~  SECURRTY
* ) numer. : " ) -

; . o — , .
. -2, The Internal-Revenue Service Center to which you would send your return
. " is located in . ANSWERS WILL VARY . : . . ' ,

3. Tapes forall taxpayer informatiorl is stored at the National Compdter
Senter located in~ MARTINSBURG , WEST VIRGINIA .

o ]

' . " 4. It is wise to keep all records for at least _ 3 years.

+ - .
5. .Threevnegspns‘a taxpayer's return might be audited are:
- "ANY THREE; = , o - . e
- OVERSTATE DEDUCTIONS ) :

-

¥ o
MAKE AN ARITHMETIC ERROR. M ' g

HAVE UNUSUALLY ‘LARGE DEDUCTIONS ' - S .

‘. RESEARCH AUDIT S . -

’ ;* T How long does it take for a tax return Jto be processed?
y Does it -take longer to receive a refund on a 1040 ‘
. return or a 1040A? . . ‘.

r

—_ Are returns prepared by commercial preparers processed
e

~ R
2
S ) . more quickly and/or refunds made more quickly than
_ - R ~ those prepared by the taxpayer himself? ‘
- : == - . What.is the difference for returns filed in January
o orfFebruayy ahd those filed just before the April
15\ deadline? ) ! ‘ '

s\ Is]pherg a difference according to where the taxpayer
= . lives? ' - ' .

: e . Taxpayers havé'ﬁmny such questions, o
v ' : . " Make an informal survey and share the results.

‘. ANSWERS wILL VARY. ., - Sy
.I‘i " LA

' : VRN - ,
NN 115 . . C
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T : . . ’ .
y ¥ o " - :" :-r’ ' - 'T‘j v
FAEEE e, - e
;' - w - . ¢ ) . L
- I s —-:‘
&
L o«
LY
/w‘ . : . , .
- . 4
. . .
7, > . L
- .-
b . LY 1 - i - -
* [ Y
- - .fl’

. . b - L. ,;. .
e E L ¢ o M E to-this-an’“
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characters shown on this page are
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. L4 -

Haz;ard. You wiil find them in m&ny 2~
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. Important ihformatfon'is d1v1ded into chgpters or h‘
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section$. Each section begins with a t1tle page and‘
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- T ’ P A ss W ‘0 R’ D S wh;ch give the _m‘i: CT
. sbec}al meanings ﬁor tﬁg wordsﬁﬁsed o
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' a . TAXES ARE A RESPONSIBILITY OF MERICAN comswsRs.

T MWE PAY TAXES T0 PAY THE PRICE OF GOVERhNENT SERVICES.
i o ' ’ ) e -~ - *
As you work thro'.Jgh this PAL'you wﬂ] learn about:_‘

T p/ Why We Ilava Taxas

%

o ‘:‘?‘“'*‘,‘ e R, Il’im!q of Tams
| K 2 Tax Forms

N ":‘ ‘ ..‘ ) A-l , ‘ ‘ ". : il - ) ’ I" '_ | -_‘/ﬂ..

.- - 4 ilaw To Oomplate Tax Forms .

\: L "" 5. Things to Wateh. Out- For in
S S Flling a Tax Batm'n '

6. Inooma ﬁex Amﬂts ,

a4

AT

[
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We have all hedrd ab0ut tdxes and we have a1 heard ab SCARCITY.
. Since we -have limited dollars and cents and un11m1ted needs and wants; we

I © have 2 problem of 3rc1tz N .

o "

. TTAXES & SCARCITY

Limited Dollars

R | Unlimited
. and Cents - <1

- Needs and
Wants

. .v’  We must carefully allocdte oyr dollars and cents to best
[ “ . fulfill our needs and*sat1sfy as many wants, as we can.
N -] > -
. : . . ‘l'l.
. . HOWEVER . o
We control how we spend our personal dollars and cents--
o ] except for taxes. .
. By law, the government. takes some of our limited .respurces
}9 . ta provide services for the good of all c1t1zens

-
L4
~

Governments at the local, State, and Federal levels levy taxes and fees of
*various kinds to provide serV1cbs of various kinds. This PAL will provide

information on those taxes and services. . But first. WHAT ARE Your ATTITUDES'
TOWARD TAXES?

Cbmplete the fo]lowing Sentences

. 1. Income tazes ave ' _ -
4 . . " ( ' \ ,-. .‘ o "
© 2. For my taxes; I want RS .k\\ . - ,
: f,re/P‘.s.‘.H%en iigpomes to thée,‘polit%%igps should . \,
v o - - . .

' ' 4 P ’ :

o~ 4. Tqres on real e¢gtate property are ’
v T - . _ . _ : .

- ?ﬁen'it'comea-to paying t&mee,_f 1
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¥ o
TAXES S ' - L

are what we pay for a civilized gociety. . 4
) Qliver Wende!l Holmes Ji. ' Loy

are dwect levies on the “income eamed by wdwzduals and
* eorporations. Ve

’ pravide schools, cozfléges, homes for chzldren and the
: - ‘ aged, protection of the environment, health services,
¥ ch social services, ete. : :
s - 0

arg a necessary evil.

serve two major purposes tn the United Stdtes: a basig
source of revenue for federal state and local governments;
© 'a means of influencing the activity of the economy

o

are a compulsory contribution of money to Ye made to a
' government to provide for services for the common good.

--naw account for the Za‘fvgest single bite out of the annual
earnings of an {ndividual.

‘ - L
ALL OF THE ABOVE MAY BE TRUE--IT DEPENDS ON YOUR OUN TAX EXPERIENCES AND VIEMPOINT

@

oy

LY

Te)tes | and Prob!e:ﬁs~\

Ve

i(he news media are full.of stories about taxes, new and ¢1d. We hear people .
comE]ain about paying taxes and we read storie$ about people who fail to pay-
their fair share of taxes.

TaXes, it seems are a PROBLEM.

]

What is a prgble m? l-lr!te your defimtwn of PROBLEM:

B0




. * Share:your senten?

-

4

w1th others if yo wwsh

3

LY

S

More on Attitudes Toward Taxes

Select from the following Tist the response whwch best indicates your atti tude

toward each statement:

:/"' . .
< Cq .

v A © Agree D = Disagree N = No Opinion 7,
. [ \ " ’ ' .

'___-_ 1. Rich.pr poor, ohe should pay his taxes. S . e v

2 Many of the best things in life come from tax dollara. .
. i 3 A permg paid in tawves is a penny spent on the good of‘ the commnity " .

or nation. ) L s .
. E . ’

4. A person cannot be a good citizen unless she pays her-taxes.

§. Taxes are ithe root of all evil. ' . o ;o

Ll »

Taxes are zzc;,t among the delights of life. ’

Of all debts, persons are leust willing(\to pay ta:.ﬂs{‘ .

8. Taxes are debte we pay to the commmity a}zd nation which promde
us with services and freedoms.

£

9. Sales taa:es are the best form of taxation. ' . ‘ . (\ . .
Tt {8 better to use hidden taxes (like those,on.gasoline-and N '
eigarettes) than taxes like income and sales taxes. .

M »

" + . . R
If you w1sh discuss your respOnses and you:rwothers. Get |

their posin ons and reasons as_weﬂ

We might all learn something about

-

our attitudes toward taxes.
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'BUDGET
A FRAUD
. IRS

~

*LEVY,

*

. NEGLIGENCE
~ SCARCITY
" SERVICE

TAX

“UNCLE SAM"

*
*

»

L WHY TAXES?

]

* '

—

passwords ... °

-

-

o~ A Qo-ue&nmentdt ag?f;fr;(“:y'é'pﬁan for spending

»

* A statement made with the intent to deceive

The Internal Revenue Service; the Treasury

" Depantment's tax cotflection division

The WA a tax on other
paym - . jﬁwﬂ -
Canelessness; failure to exencise the staxdard of . @
‘cane expected o4 a recsonable pernson in sudfi-situations

Deficiency; Limited nesounces to purchdde unlimited
needs and wants

r

[ - .
An activity which provides persons with basic: needs, .o~

" . protection, ete.; education, police protection,

‘utilities, ete.; provided fon through taxation

A payment nequired of a citizen to pay the cost of
government sehvices :

Andmaginary person representing the' United .
States, characterized as a tall man with white
. dhin whiskens, dressed 4n a red, white and ' \

- blue costume : , T

—
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WHY DO WE HAVE TAXES ?

¢ .
It appears to Qe the best
method of paying for our
governmental services.

Taxes, whether faderal; state or TocaT pay for government services

to soc1ety These‘serv1ces may be characterized as:
- L egal
I mportant
\V ital
E ssential | s
’ —

WHY DO WE IIIEED TAXES P To provide services to

]

citizens,

L]

Such sérvices include:
) Consumer praotection.

- Education
‘ Health & sanitation
- Highways
Legal systems ,/’
' Libraries o

+

"National defense
Police & fire protection
Postal services
Recreational facilities
Transportation
Utilities

Veteran benefits
e Welfa ré
These are services which mostipeople need, but which most
cannot afford to perform or pgrchase for: themselves.

12

Could you do without these Services?

' N Py,

@

-

fndividuals




‘T’GII(_G:‘ ém( Y@ 6'&#/7 ._Ré?éiva- L

‘ *
In one way or another we all seem to pay taxes. Tax payments are made

{ to local, state, and federal governments _ Think about the many services

provided by government 3

!

WHAT SERVICES DID YOU RECEIVE FROM GOVERNMENT LAST WEEK??

1. ' Drove on gtreets, roads and highways.
4 - a.f
3., * . '

4.

12, Education (my school)

] 1 x

L}

- Discuss the level of government which prov1des thede services: LOCAL,
‘STATE FEDERAL. Some services are provided by more than one' level of
government (For example, state and féderal money is used to build and

maintain many highways.) .




_dollar i
variou
services.
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received for his money. Such*info

.‘_

by - . ’ .
WHAT DOES'IT ALL MEAN ? The illustration shows:that for S¥ery
the federal budget certain, amounts are received from
sources and certain amounts are spent for particular

’

The illustration be-

tion is public -record.
Were,you aware of

a R | )
The Americap taxpayer has the, rfgh%mézpinow where his,tax dollars go--what he has

low shows the federal budgef dollar

the 1980 fiscal year,

the sources of federal dollars?. Did you know how Uncle Spm spends your money?

LY

THE FEDERAL. *

INDIVIDUAL
INCONME TAXES
y3¢

0¢

CORPORATION
INCOME  TAXES
13¢

EXCISE

TAXES
porRovING ot

5¢

“ - WHERE IT
COMES
FROM

A

- -~

-

BUDGET DOLLAR --

» il - LI
% mw
H

NATIONM,
DEFENSE
24¢

nrnzcy.éE;;;:r

PAYTENTS To.
INDIVIDUALS
¢

OTHER FEDERAD
OPERATIONS
© 2

To STATES
& LOCALITIES
Wt

-
-

\ - WHERE IT
- QOES ,
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WHERE IT COMES FROM shows individual income taxes as'the greatest $ource of
féderal revenue. SogtAL INSURANCE receipts are those payments made thrdugh
social security and unempleyment taxes. OTHer receipts”are those, from import

duties and estate dnd qift taxes. " Excise Taxes are those Collected on gasoline,
alcohol, and airport tages. \ ,

WHERE IT.GOES shows DIRECT BENEFIT PAYMENTS' TO INDIVIDUALS as the greatest

aggunt spent i the federal budget. These payments include such programs as

Social Security, Unembloyment, Medécare and Medicaid, Food Stamps and Housing.
Many persons use the single term "W8lfare" to desciibe these payments. NATIONAL.
DeFense includes the Department of Defense, the Atomic Energy Commission, and
military retirement. GRANTS TO STATES ¢, LOCALITIES are those for airports, high-
ways, urban mass transit programs, patural resources, and environmental protection.
BTER FEDERAL OPERATIONS include- Internal.Revenue, medical research, the F.H.A.,

/"and foreign aid. K

-

WHY DO WE PAY TAXES? " It's the law!

Our federal income tax system is based on votuntary compliance--the willingness °

-of most taxpayers to report their income, compute their tax properly, and pay
their taxes voluntarily, * ‘

-

“\COINCIDENCEII HAII STILL 84Y

“1T°8. THEIR WAY OF NOT LETTING
ME FORQET -- lii

NOT EVEN FOR A MINUTE!”

\

* A1) W-2 Forms contain the line: }This information is being furnished to the
Internal Revenue Service." < ,

]
" " 4
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-There are many motives for paying taxes.

P 2 ‘ Tatk £t 20 pepp?e and you will hear various
vavlng axes © reasons for paying taxes beyond the basic
: _ - reason that there are punishments for failing

to pay! LY .
’ Listed below are five LEVELS of reasons for paylng taxes.

LEVEL I -PAY TAXES Tcr AVOID PUNISHMENT FOR FAILURE TO PAY THEM.
. "I;f' I don't Ra Tz go to jail!"

LEVEL 2 PAY TAXES BECAUSE OF THE BENEFITS DI*E GETS BACK FROM GOVERNMENT.
"My taxzes pay my salary as a teacher.”
"I pay gas taxes, and I get these good roads.”

’ LEVEL 3 PAY TAXES TO AVDID THE DISAPPROVAL DF DTHERS WHOM I RESPECT.

"If F don't pay my taves in Boston,-they'll post my picture in

) etty halll”

: _ "In my position, ‘I cannot afford to fail to pay taxes, for it
. would embarrass me when friends found out.” -

- L}
. v

- LEVEL 4 PAY TAXES BECAUSE IT IS THE LAW, AND THAT LAW MAKES SENSE AND
1S FAIR TO EVERYONE,
) "We need the services of government and everyone pays a fazr
share fort those services." »
. : "We have always provided govemnent services this way, and
aluays patd throligh our taxes.

LEVEL 5 PAY TAXES AS A MATTER OF PERSONAL OB IGATION TO THE COMMON GOOD
(THE GEMNERAL WELFARE OF THE COMMUNITY AND NATION).
. MSure, I may not benefit directly from all govermment programs,
but as a member of this community and as a citizen of the Imited
States, I owe my tax monmey to programs whiéh help otherg!"

Discuss the reasons for paying taxes with friends and relatives. See what LEVEL
they use in answering the question. Which are, in your judgment, the better

.yﬂs of reasons for paying taxes? Why?

Ll




READ 8 HEED: o

a .
THE IRS FINES OR LEVIES A PENALTﬁ ON TAXPAYERS WHO ARE GUILTY OF

L -

A " % FAILURE TO FILE A TAX RETURN
* FAILURE TO PAY TAX
% UNDERPAYMENT OF ESTIMATED TAXES

-7 # NEGLIGENCE

%  FRAUD
. Y f '
Federal penalties‘maj be as high as 50% of the deficiency. The IRS
expects voluntary compliance, .

While, the meanings of the failures listed above may be obvious to the average
taxpayer __gligence and fraud may.not bé so obv10us

NEGLIGENCE is the "intentional disregard of rules.and regulat1ons, but
without the intent to defraud:"

FRAUD i3 willful deceit, trigkery, or cheating.

PR

TAXES THAT ARE OWED ARE TO BE PAXD -- IF NOT BY THE TAXPAYER HIHSELF1 THEN BY
SOMEONE ELSE AFTER HIS DEATH. - :
TAX LIABILITIES DO NOT END WITH THE DEATH OF THE TAXPAYER. -

Y

-
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What might the follow1ng diagram have to do with the meaning of the word-

PROBLE N"

a’
-

REAL <f

K %}, IDEAL

What might the following diagram have to do with the definition of the word

PROBLEM? ™

. WHERE.WE ARE»
WHAT'S GOING ON

<t

»~

¢

5\

. WHERE - WE WANT

TO BE

When people talk about THE TAX PROBLEM, Qr THE PROBLEH%ITH TAXES, what could

they mean9 Write your. ideas:

There are three types of consumer-citizen response to tax problems:

" They think taxes are too high, or too low.
taxes are unfair, etc.

4

But all consumer-citizens do

Thek think

INACTIVE

REACTIVE

PROACTIVE \

Consumer-citizen withdrawe
from facing problems with
unfairness, ete.,she feels
about her own tares. She
just pays them gnd forgets

Consumer-citizen J'ust
regponds to her prob-

lems as ghe sees them.

iWhen something goes

wrong, then she will ~

Consumer-citizen i8 o
cerned about iesues in-
volving' tax policy: fai
ness of, taxes, who pays
taxes, ete. She partici-

it. Escapes. She doesn't | get moving. pates in organizations
worry about societal tax ’ helping to get good tax
issues—-she feels power- policies.
tess to do anything a.bout
. thezn anpay. -
\n

Read the\story of George Dawson.

position.

persons in 8eorge's pos1t1on

Decide whether or not he has a reasonable
Then di,scuss the judgments of your parents and friends about




.
3 b_ L
] / @ : - .
. 1” .
* - L .

GEORGE DAWSON WAS RETIRED AND LIVING,ON A FIXED INGOME.,
EACH YEAR HIS PROPERTX TAXES WENT UP. NOW THE COSTS
. WERE MAKING LIVING'DIFF QUT, HE WAS. ALMOST ON THE °
. VERGE OF HAVING T SELL HIS $18,000 HOME--IN WHICH HE . :
. - HAD LIVED FOR FIFTY YEARS. GEORGE THINKS THAT ‘THE TAXES . . .
’ ARE UNFAIR. HE HAS:PAID OVER THE YEARS FOR THE OLD :
., . SCHOOL BUILDINGS IN' TOWN--THE SEWER SYSTEM--THE POLICE
3 . STATIDN--THE STREETS--THE OLO PARK. DOWNTOWN——~AND FOR' o - .
. OTHER SUCH IMPROVEMENTS. HE FEELS THAT THE NEW RESI- ° ‘ . ‘.
OENTS--THE DNES WHO MAKE SEWER EXPANSION, NEW PARKS, a : ‘
NEW STREETS, ETC. NECESSARY--SHOULO BE PAYING Mom-:' . .
» HE THINKS THAT HE SHOW.D BE PAYING LESS, ) ’ ’

What would George Dawson do if he were an INACTIVE consumer-citizen?
. A REACTIVE consumer-citizen? A PROACTIVE consumer-citizen?t.

INACTIVE George: | ’ | N

]
REACTIVE George:

‘PROACTIVE George: . | ‘-

{f'g%
(3 & 1

——

Let s assume that: GeOrge has decided to try to “»
change the local tax laws., He feels th;t older /
cftizens in long-established residential areas
. should get a tax break. He also fee]sgthat taxes g
. and fees on housing in new developments -around '
"his home town should be increased. ngfge can
not do it alone., He will need friends and allies
- who have power (influence) 6n the gogﬁr ment

- - ‘
process, George needs to answer these 4ue.st10ns: .
L +
1. WHAT INFORMATION AND SKILLS ) WHO HAS THE INFORW;«TIDN AND
. DOES GEORGE NEED? . © o SKILLS? o
- .| R L)
2. WHAT WORK AND SUPPORT ARE ' WHO HAS WORKERS AND SUPPORTERS
' REQUIRED? ‘ . FRIENDLY TO GEORGE'S PROJECT?
.3, WHO ARE THE IMPORTANT LEADERS . - WHO' AMONG THEM ARE FRIENDS OR
.7 AND LEGITIMATIZERS IN GEORGE'S " CAN BE PERSUADED TO ENDORSE
: COMMUNITY? ; - THE PROJECT? i .'/
«hese are important questlodD bo answer about any c1t1zen consumer community
prob]em. t- . , : .
r .’:l (,4. * ¢ g
. wr -~
* . L Jol S :
EKC \ : . N :

wll Toxt Provided by ERIC -, - R -




L WHY TAXES? . - ¢

‘ ) {
TRUE - FALSE

Y ‘ 1. Taxes are payments required of c1t1zens to pay the price =
. i - of. 90vernmenta1 services..

L}

2. The income tax collection d1v1s1on of government is the
IRS . , .

3. The imposing and collettion of taxes iscalled fraud.

. 4. [Items such as highways, libraries, and police protection
.are services which are provided through taxes.

5. If a person dles the taxes he owes .the government are

forgotten
k)
, Give an example for each of the féllowing federal budget categories:
‘ * PIRECT BENEFIT PAYMENTS , o,

TO INDIVIDUALS -

GRANTS TO ST#TES AND
LOCALITIES

SOCIAL INSURANCE : - .
-RECEIPTS B :

»

EXCISE TAXES

OTHER RECEIPTS  ° : . L




fDIRECT’BENEFIT.PAYHENTS‘%0 INDIUIDUAHS:
: . o . ) VS,

Exp]ain the diﬁfenendh between taxpayer negllgence and
. taxpayer fraud. -
.Give examples of each.

-

b )
L
- _#
*
b4
George-Dawson répresented one gpecial group ef taxpayers
What other groups can you 1ist who might experience d1ff1cu1t1es7
- . ; 3

Use the federa] budget 111ustratfon on page 11 to determlne the expenditures
“1h a $500, bi117on budget.

l +

(For ewample a 3¢ expenditure would mean $500 b1111on x .03 = $}5 b11110n) >
' N T ) .

»

\.

%

NATIONAL DEFENSE:

- . ] L '. , ' . .
. % . " +
. {GRANTS TO STATES A 0CALITIES: - R .
FRANTS TO STAT fSDLCL St - : . ) . -
.‘i'-.‘p;'_."'- ) " . ' - \ . . *
INTEREST“:'-: N S .7
] - », 0 . . .
: '\ ' ¢

How much of the federal budget does “not purchase any’ Services for the
United States taxpayer? ) . )
(Nrfte your answer in figures: . : .

i ¢
Co
ok
3

g




i\ e,
ui'm L spouss . 4 unue depen )

z. t!ERE ATAXS
*STHERE A TAX,_

Ny ;..-EVERYWHERE A TAX..
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2 HERE A TAX,. . ~ -
’ THERE A TAX, = |
‘ : EVERYWHERE A TAX... i.

CFICA ' Fedmz Jrsanance cMw.bmna Act—-:;ouac Sewu:y \

INCOME TAX A zax Levied by he éoumant on ‘the incomes. 05
individuals, b‘uwté aétaxe,é and conpomom
LE\’I‘EL oF ., C-&Méq-cca«twn 06 gove;cmnen»t Local, state and-
GOVERNMENT - R fedenat . . .
o :
PROGRESSIVE Tades btu:ed on "the mone you make, mone you pa.y"
TAXES o prinedple; high income earners have a Langer fraction
’ of thm total mcome withheld thav :Low dneome. earnens
PROPERTY TAX A Zax Levied on reaf estate on any pvgsona.& prcoge)bty
: . _ that can- be boughteqfnd s08d
PROPORT IONAL Taxes in which a single tax hate is applied; a tax .
TAXES CL T which nemains the same such as a 4% sales fax
REGRESSIVE? < Taxes based on the sane rate negandtess of the Level
TAXES -, ... of one's taxable income;’ such faxes take a Larger’
' TN graction.of Zotal chcome from Low income eapnens than
, L 5fwm h.cgh Ancome eanners ‘ D
. SALES ﬂXh' ’ b A tax £ew.ed on goods and senvices " ! —
SOCIAL SECURITY Payrnobl z‘.ax which. mav&d% ILMMW and me.d«.ca)te .

y benefits — ’
SOCIAL SECLfRITY‘ A nine-digit .Ldenaﬁma«twn numbe)‘t 60& 4oua£ Secundty
NUMBER . pivtposes

3 *

‘Ready to Move On ?'~ =
- Do You Know. the Passwords
' -133' % 1052.0 )
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* Americans-Fave been knq&in to complain about taxes

L
- l,_’--'

"The payment of taxes is not one of.the

' . dgughts "of ourlives. | d
- Do To put it frmldy its a pain in the )
YA podtotbodt. L

L

F

but it's only. brecause ﬁmericans are $0 clever We have thought of ways
to tax nearly everything: what we own, what we spend, what we earn, and

" what we.-usg. We have even been. so clever at times as to tax ourselves
_on the rig t to vote.

. ROPERTYTAR ¢. SALES TAX' . | INCOME TAX

- - ’
L £
y . L I
" -
Yoo * .‘\ v ;

o -
- " ry
Taxes are of ma L ypes and levels. Local, sta'te and federal taes
. ' -, -are needéd-and fecessary to support the programs and services which®
L these lev#ls of goveroment.provide citizens.\ Apd if we are citizens,
we Gannot escapesithgaimpact of taxes on Our daﬂy Tives as E. Z Mark,
Jr. learned oprbe;pq g Tlast week ,
- Hen'e A 'll‘aaz, Tﬁgm Az'ﬂ‘am, Evewwhem ATage--
-~
; o, . /)
- -’, ' A Tale Of A Mm{lem Taxpayer
S . ’ v E. Z.. }MRK .JR. REACHED FOR HIS Smopv ALARM ‘
" «'(eaZes tazm,’ $.40), TURNED OVER IN HIS KING-SIZE . ,
g BED (sales ta:c, 16) OR THE MASTER BEDROOM IN HIS
) . \ imN HOME (property tax, $800), AND GLOOMILY
- A Msw WORK OAY .
.‘M.'.'Lh.-_'* ; .“ ) .

N




: HE TLRNED ON THE LIGHT (monthly.utility taz,

< $3), GREETED HIS WIFE (marriage license, $10))
CHILDREN,. AND FAMILY DOG (license, $§3). TvE
MORNING NEWSCASTER.REPORTEO THE STATE LEGISLATURE
WAS CONSIDERING THE ADOPTION, OF A STATE INCOME ° |
TAX OR AN INCREASE IN THE SALES TAX.

. "Om weLl., SO IT GOES," HE THOUGHT. "1
SUPPOSE 1 SHOULD CONSIDER MYSELF LUCKY~-~THERE
-AREN'T MANY STATES LEFT THAT OON'T HAVE A STATE
INGOME TAX."

", "] MIGHT AS WELL ENJOY MY BREAKFAST," rsa?ea
_taxz on weeka grocery bill, $5). .

v

ToDAY 1S PAY DAY ($333.23 taz, 8114,.99 FICA),
AND THE CAR (sales. , $160) PAYMENT 1S DUE.
TOMORFOW IS THE FL!GHT TO A COMPANY CUNFERENCE
(taq‘éon diy fare, $17.25).

ON THE WAY TO THE OFFICE,‘E. 2. STOPS FOR §

. GALLONS OF GASOLINE ($.11 pe¥ gallon in federal

. and astate tares), PAYS THE $.20 TOLL, AND OECIBES
HE AND HIS ‘WIFE WILL SEE THE MOVIE ($.I0 tax per
ticket) HE SEES ADVERTISED ON A HIGHWAY BILLBOARD.

L]

OMLY A BLOCK*PROM THE OFFICE HE IS STOPPED
ON A ROUTINE CHECK AND DISCOVERS HIS ORIVER'S
’ LICENSE ($42) EXPIRED YESTERDAY.

AND SO IT GOES--E. Z. MARK HAS BEEN AWAKE
FOR LESS THAN TWO HOURS . . . -

‘

*
Ll

il
Y

. : E..Z. Mark's story was about taxes. Show the total

amount of taxes mentioned in each_ paragraph: .

+

0 P 5 .
2. ' 6.
3. 7.
‘4, . , - _ '
;‘ -
E. Z. Mark s total for the story: ’ * 8.

Find the tax on 15 ga]'}ons of gasohne' 9.

Find the total for tolls.to and from the
movie and 4 movie tickets: | 10,

- 140 -
\/\ ’ - ..\ . Rlo? ’ /‘
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Let's take a closer ook at the basictypes of taxes we have mentioned:

é »

Sales Tax " * a state tax on goods and services
* Jevied as a percentage of the sale price of

jtems at the time of sale
* collected.by the retajler & transferred to
. tax offigials .
¥, GENERAL sales,'tax on both commodities and
/\ services :
* SELECTIVE sales taxes are taxés on Tuxuries, °
amusements, gasotine, etc.
* few people realize how much-of their annual
income actually is spent.on sales tax

€

" * Fedefat INDIVIDUAL income tax is based on one's
taxable income (gross income minus deductions

. .

& exemptions)

* the federal government's Targest souvce of
revenue

* State INDIVIDUAL income tax is Tevied in many

states .

* CORPORATION income tax is similar to individual
income tax, but with different regulations &
rates

* It is possible to pay city individual income tax,
state individual income tax, and Federal indivi-
dual income tax, depending on Where the taxpayer
Tives and is employed.

-

* a tax Jevied on real estate or any personal property
that has value & can be bought & sold .

* a tax based on the assumption that the .ownership of
property is an indication of the owner's ability
to pay tax -

yProvides local governments with the majority of their

« revenue with which to.pay employees' salaries,
to purchase suppiies & equipment, to pay‘the
interest and/or principal on borrowed money,
4 to carry on the business of a city, town, or

village _
* principal source of revenue for Tocal schobl support

T

N 08 | 141 :
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*amount of tax to be Tevied determined by an estimate
, of expenditures & non-property tax revenue for
a budget/period. ‘' The difference between the
-~ estimated non-property tax revenues and the ex-
- . penditures is the amount of property tax needed.
/// w«real property: land, buildings, & other things per-
manently attached to the land
xpersonal property: tangible & intangible :
xtangible--things capable of physical possession
such as automobiles, boats, television . .
sets, record p]ayers, h0usehold furnishings
xintangible--stocks, bonds, mortgages, & notes held
by the taxpayer

300]5[ 800upfty * pIcA (Federal Insurance Contmbutwns Act)
* payrol7 tax begun in 1935 .

* based on the principle that workers u5ua1]y
purchase insurance, and that a_t%tax on earnings
would be an appropriate premium

* provides security for retirement and medicare

* tax fevenues taken out of paychecks of working
people in order to provide funds for those
members of society who need income and
cannot work

* employee and employer both contribute

* employer-is liable for the collection & payments
of tax withheld from the employee's wages in

ch the same manner as is tncome tax

* collected on the employee's wages until the wages

exceed the limit set by Congress for that year#’

oopgoo00Gl0000000 ooooo0o000000000000000Q0QO0ODD -

Two OF THESE TAXES 'WHICH THE CONSUMER CAN EASILY CUI‘-‘PUTE FOR HIMSELF ARE °
THE SALES TAX AND PROPERTY TAX.

TRY YQUR HAND AT FIGLRING‘SONE TAX PROBLEMS;
?

L

' Sales Tax

Clerks use Sales Tax Tables to determine sales
tax at the point. of purchase.

When the consumer needs to know how much Sales
tax will be added to his purchase, however, he
needs to compute it. . .

"If he needs only an approximate amount, he can
. simply multiply the .number of dollars times the
tax ($3 x 4% = 12¢)

Jf he needs the exaqt amount which will be charged in sales tax he multiplies
. the nimber of whole dollars times the sales tax written as a deC1ma1 and uses
the local guide for fractions of a dollar for the cents.

IR T L P
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J01 - .25 =1¢ Example: Purchase $3.95 3 .04 = 12¢ <
126 - .50 = 2¢. - . 95¢ = 4¢ ,
g; :1;3 : 34; . Puschase  $3.95 16¢ sales tax
. A Sales Yar __ .16
: : $4.11
.Find .the tax‘ and total eosts for the 'fonowfng purchases: K —
Pugchase $13.45°  $50.00 . $3451,92
Tax Rate - 4% , 5% ) 3%
TAX |

TOTAL ° _
' ]  000000000000000000000°00°

" PURCHASE PRICE X SALES TAX RATE' = SALES TAX
unnngnguunu'uu'ndnunuun'un

Property Tax

. .o ' .

- The amount of property tax a property -\ vy ',, PRM‘EE'NTM i
owner owes is based on the value of his ey "\ O
property. .. - -~ ' ' .

Expressed in mills (1/10 cent), o 3 (
property tax bills are determined by = =NZHBE = .
simple multiplication: = Lt = .

p m plic —~— -g;' . ]

PROPERTY VALUE X TAX RATE IN MILLS =° A o
PROPERTY TAX DUE &

Example: Property valued at $10,000 with $10,000

a ¢ mijJl tax rate would have a . 006

tax bill of $60. 360. 008

' ' .
Find the amount of property tax due for the following properties: (
Property Value .. $15,000 $25,000 $54,000 /
Tax Rate in Mills 6 7 * « 6.8
PROPERTY TAX DUE —
- S
P ’ ‘-

g
% 10o. ’ {\3 | .




Taxes may be classified in at Jeast two different ways: by the

.TYPE OF Tax Or by the LEVEL OF GOVERNMENT which levies the tax.

Taxes are paid on three LeveLs: local (city or county}, state,
and federal. Programs on these threeé levels are primarily supported
by PROPERTY Tax on the local level, SALES 7AX on the state level, and

 INCOME TAX on the federal level. This is not to say that in many areas
" the same type tax may not be charged on different levels such as federal,

-

$Rate, and even city income tax; and both state and local sales taxes.

Examine the following chart: |

TYPE OF TAX LEVEL OF GOVERNMENT -

USER TAXES ’ ’ ’
SALES & Usk . STATE: LOCAL

' , MOTOR FUEL ‘ FEDERAL; STATE

L C’Itme*rres FEDERAL; STATE; CITY

mTOR VEHICLE ,STATE -
"ALCOHOL FEDERALs STATE
HIGHWAY USE FEDERALs STATE

PERSONAL INCOME -7 FEDERAL!l‘STATEz CITY

REAL PROPERTY o *

(REAL ESTATE) Locac

SOGIAL SECURITY FEDERAL

L L

******************************

THE AVERAGE AMERICAN'S SALARY FROM JANUARY 1 TO #AY 11
- 7 (131 DAYS) IS REQUIRED TO PAY TAXES TO THE THREE LEVELS

OF GOVERNMENT . '
PUT ANOTHER UAY, 2 HOURS AND 52 MINUTES OF EVERY 8-HOUR ‘
T

‘WORK DAY IS FOR/ TAXES.
-~ Robert R. Stratham
5 . U. S. Chamnber of Commerce

*******‘****************‘P******
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. - . . ‘
o Why so many different taxes? Different taxes pay for different services.

It is also easier to collect smaller amounts from many sources than large amounts
from few sources. Of course history played an important role in the development
of your tax-systems. . '

Property taxes became an early revenue source because it was felt that
property ownership was a 9ood measure of wealth. Later, income was, thought to
be a‘better indicator of a person's ability to pay. People who earned more
monéy could afford to pay more taxes, it was felt. User taxes (sales tax,
cigarette tax, gasoline tax, etc.) are a direct charge on the one who consumes
the products. Such taxes have usually been easy to collect.

' ' X
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S /TAX FACTS.

M -

c .
‘1. Taxation is 2 plan by which funds are raised to pay the costs of
operating locals state, and federal ‘governments.

. 2. The more services & benefits provided by gowérnment,, the higher

taxes become. p

3.: Jhe tax each iAdividual should pay must be determined by a for-
mula or ruley not arbitrarily. .

4, Governments are the only agencies with the power & right to tax. .

s

5, Taxation plans are based on fairness to the taxeaver: cost of
service givens benefit from the service, and ability to pav.

6. Tax paviénts require about 1/3 of the incope of the typical
individual. Every individual has a vital stake in taxes.

QQQQQQQ%QQ!QQQQQQ'QQQQQQQQQQQQQ'Q’QQQQ.QQQQ
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Salos Tax We all-pay sales tax, but how many of us realize how much ‘
of our income really is spent for these taxesy -
£ .
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, Complete the following chart for a newly married couple. ‘ They are both * .
- employed & expenses are‘given for the first year or marriage. Use 4% tax.
e . : 1
y ITEM PURCHASEOD ° RETAIL PRI'CE SALES TAX : ’”
.- . L ]
Clothing- e .
Husband ° $ 250 $ .
Wife “ 400 v -
Stereo 230 :
Refrigerator - . 700 -
Color T.V. ) 450
Furniture i © 1100 ]
Car ‘ . 340 v ,
Misc. purchaébs 1500 -
TOTAL § | $ L )

‘ Ppbpepty Tax Property_taﬂes are computed according to the assessed

’

*

Now compute the percentage of total annual income three different couples
spent for sales taxes: -

ARNUAL INCOME . -SALES TAX PERCENT. OF TOTAL INCOME

$17,500 ¢ $320
8,000 320
40,800 . 320

-

Circle the income ,of the couple for whom the sales tax paid was the
greatest burden. Q _

-.—-‘-—‘-—-‘-—*——‘-H-‘—i‘-—-.—n‘-—-—-‘—-ﬁ-l
.
. e

L

value of each parcel>of- real property in a comynity. .

The tax rate is determined by dividing the amount to be.raised by taxes

by the total assessed value: : _ x e
unt to be by taxes . tay RATE

Total as sess‘ed value

*

-

For example, Jn the town of Pleasant Hill:

Amount to be raised by taxes $ 50,000 - 0232558 = ‘
. 77,150,000 ’ {

Total assessed value .
; Total rate per <ach ¢

- $1 of assessed valuatidn

b aidaras.

PSR

which 18 stated at the 'rate per $1000 . "
assessed valuation: .0232558 x 1,000 = $23.2558 per each $1,000 assessed--Valuatio

% 36 '
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. Use the fo

~

Howing‘ information to determine (1) the tax rate for Snobtervﬂ)e
: (2) the taxes owed on two pieces

@:? ' ) - . of property

The totai assessed value of property 1n Snooterviile is $2,000,000
where 1t is necessary to raise £60+000 of the budget by taxes.

Two pieces of property in Snootervilie have been assesged at
$107000 and $25+000. .

®

(1)The taX rate in Snooterville would be L

(Z)The tax owed oh the t'wo’pie’ces' of property: *

* Tax owed = Number of thousands of assessed valuation x tax rate ST

(Property assessed at+$10,000 taxed at a 15.17841 rate °
would.mean a tax bill of 10 x 15.17841 or $151.78)

LY

&

800;81 Security The employee share of social security payments is currently
6.13%. This amount is withheld from the employee's pay.

Example: An employee with a monthly salary of § 1000

$1,000.00 would hape $61.30 withheld x 0613 .
for soegal security or FICA. $61.30

Find the' FICA deductions from the following employees' checks:

SALARY FICA DEDUCTION. - -
$600 . Q 5:
$1500" - . !:#2§E§Eﬁ<5§§‘;}3 S
: i\ ::
$2500 - N
. : - L} A ) |

- - | 1]
] I|
_ > S #

i- -

4

~
~

The rate for social sécurity or FICA deductions is set annually by Congress.
The informed citizen-consumer is aware of the-status of both the percentage
deducted and the amount above which no more deductions will be made.

§ - , .
w147
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f / come Tax Federal income tax is withheld from the emp]oyee $ pay

according to the employee's status as declared on his

W-2 Form (single or married), and akcording to tax

tab]es provided in the IRS publication, Cwoular E. .

ﬁse th foﬂomng tax- tab1€™to ,d,eterm*meﬁche Federal w‘athholdmg Ta:c for
ividual's check The first one 'has been completed for you. '

¥ -
i TABLE 4. MONTHLY Payroll Period . L
{a) Sth‘GLE person nclucimg head of household: (b) MARRIED person— ‘
if the amount. | . The amount of income tax If the amount - The amount of income tax .
of wages is: to ‘be withheld shall be: *of wages is: to be withheld shail be: . .
Not over $118 .. . .0 A Not over $200 0. . '
* over—  Butnotover—. ' ) , ofexcess over— Over—  -But not over— ofwxoess over— 4
L3118 | —3$275° 159, —3%118 $200  —3550 159 —3$200
$275 %567 $23.55 plus 189, —3%275 $550 —3$908 $52.50 plus 18% -~ —$550
$567 2 —$850 $76.11 plus 219, %567 $908 —3%1.250 $11694 plus 219 —$908 ,
- $850  —$1.183  $135.54 plus 269 —3$850. V| 31,250 —$L600  $188.76 plus 249 »—%1,250 ,
$1.183 —3$1.433 $222.12 plus 309% —$1,183 $1.600 ——$1967 $272.76 plus 289% ~—-$1,600 -
. $1,433 —$1875  $297.12 plus 349 =-$1433 $1,967 —$2408  $375.52 plus 32% —$1,967
© $1,875 $447.40 plys 389 —$1.875 $2,408 . $516.64 plus 379 —$2.408
Salary Marital ‘Status Federal Withholding Tax
$600 Single $ J
% ) L] . i -~
7 $800 ¢ Married i T VR
L .' $1500 . Married - -
. . "~
$2500 Singte . i
$2500 Married o, :
— . {
S
'}
g - . . 4
/—\ " - i

The rate for Federa] wlthhcﬂdmg Tax is also set 'annually by COngress
_The informed citizen-consumer is aware of the fact that the deductions o
from his pay for this purpose may change. - THe -tabie given in the 111us- .
tration above 15 for the 1979 tax year, - .

! \QHS'




EVALUATING
TAXES

RO One means of evalueting'thas
- according to type is with the use of
the PROPORTIONAL, PROGRESSIUE REGRESSIVE classifications.

" PROPORTIONAL taxes are taxes in which a S1ngle tax rate
fs applied.to a given tax base. 'The takx remains the same even
- ¢ whep, the base increases or decreases Examples of, proportional
’“’]/, ‘- tafés are sales, éxcise, property, .gasoline, and custom duties

J/ PROGRESSIUE taxes take  a progressively Targer fraction of’
/ total income from high income "earners than from low income

N, garners. Personal inco and 1nher1tance, estate &Aglft taxes
kj Hare pngress1ve taxes,/

REGRESSIVE takes take a 1arger fraction of total income
ners than from high income earners. A sales
tax may\be regre sjve in_that it is 4 9greater burden for low-
;. income p to pay'sales tax on necessities than for high-
. income-persons to pay the same amount.. Because.of their re-
) gressive effect, necessities such as food and medicine are
- usually exempted from the sales tax law. Taxes which have a
" régressive effect are sales, exc1se, property, gasoiine, and

social security

) Note that PROPORTIONAL anéﬁPROGRESSfUEArefer to the method
_in.which téxes are levied. REGRESSIVE refers to the effect a
particular on an individual”s spending power.

oy

»
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4n Amerzcan and a Dutchman ene talking.

"What does your flag look like?” asked the~ﬁmer%can
"It has three stripes,” replied the Dutchman, '"red,
white, and 'blue. We 'say they have a-comnection wzth
our tazeg--we get red when we talk about them, white
when we get our tax bills, and we pay them 'rzZZ we
are blue in the face.”

"That's just how it i8.here,” replied the American,
"only we eee etars, too.” ] . —

vy
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Persona] eva]uations of taxes “in the United States include. statementsesuch .
as. ' '2- . ' ' L ? . . M =
. "Pederal ta:ceé are o.k. In fact, they ‘should be raiged to mclude .-
. natwnal health 'maurancg " ‘ -;,-v, .- T, ,
e - . : L. [ ¢ b . ‘- . .
- md like to gee property tares red‘uced‘ ®veryjone: has a‘nght to . . Y
' a home. It Just shouid not be ‘taved so heamiy " . B
- "We pay tades to ed‘uc&te ather people's chde‘ren and to suppoﬁt B Lo
: ‘. people who won't work: Ig that fair?" - - ‘ ;
. R * ) -¥ ‘ 1
- B ”Smpz,?.fy pérsoml; income tax. The empZoy'Qr shonild Just withhold v S
20% of eugry empZoyee's ‘ineome. No e:cemptwns, no d‘e'ductwns, no - .
. - IRSIT | _ RS -
0 . ' 5 . , F ‘ i « -
- ) Taxes are FA.IJ? if.they meet thﬁ cr'iter'la of equaZzty, certawty, leonvénience, '
. and economy. According to Adaf Smith.in his The Wealth of Namons pubhshed
. 1n 1776, these cmtema meant" . X X
" S T EaUALITY——OR EQUITY--IN T SENIS'E THAT EAGH TAXPAYER PAYS, .
T IN SOME FAIR RRC ciR'rmN TO INCOME RECE}VED. Lo .
g 2. CERTAINTY--OR pREDItTAaILITY--w/?EB,Y EACH TAXPAYER KNOWS: . . '
i - IN ADVANCE JUST WHEY, WHERE, AND HOW THE TAX b . .
. WILL BE IMPOSED. S .
o V3 CONV’ENIENCE' 6F PAYMENT--IF PAY ONE.MUST; MAKE IT AS EASY S :
_ \ ; . : AND TRQLBLE—FREE AS PDSSIBL‘E FOR ONE TO DO $O.
ST 4l ECONOMY 1N COLLECTION--FQR THE TAXING AUTHORITY. ' ‘&" ,
. | e o ' . o ’
Think of the KINDS of taxes., How.do SALES TAX,
» %NCOHE TAX, PROPERTY TAX and SOCTAL SECURITY fmeet ..
¥ 9%, fail *et:the criteria of a FAIR tax? ' "
4: .‘35. -’ ‘ : * . . O“_ "' - ., ¢ . {‘ .
b Critics of our present tax Systems have suggested )
v ““alternative tax systems such as a, value-added tax which is>common in .

Er;tropean countries, a federal sales tax, or a single federal income’
“tax. «A‘H«af ;these alternatives have areas jm which they do not meet the.
r’iteria ofa’ fafr tax; but sb.do many of our current taxes. .
p »
_gaq‘you"sugge‘gt some cher a]tematjves? .

3
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Review

., -
4
L3

Choose the ¢orrect terms to complete eadh sentence:

2.

4.

3.

5.

»

6.

7.

8.

-§.

1

1.’
L]

. -

L3

- Y . K
A tax “on goods and servlces is ca1?ed a

¢ o 'fedéral * lower . ' -" proportional .
.o - - . FICA-" - one-fourth < | pegressive
‘ general one-half ! sales
’ ‘”. highdar one-third. | selective
- - ] inebre progressive i, 8ocial security
. : ; local property © ) state .

B / ! - . v -
The Federal .Insurdnce Contributions Act established .

S

. *

LY

tax.

A tax levied on pea] estate or personal_ brqperty 15 called a

-
LS

- tax.

=

L3

-and

A tax 1ev1ed on the incomes of indi 1dua15

corporations is an‘-

- e tdX.

_trusts, estates,
.,

re paid are

- -
The three.leve1s on wh1ch taxes

L

,"and

r

"thefptaxes beconie.

_Tax payments - requitte
individual in the.United States.

LR}

.

The two types of sa1es tax are

The tax which provades the pr1nc1pa] saurce of revenue for schools is the

about

T

-

4

The more services and benefits provided by government, the :

»

’

anq

of the inrcome of the typical

=

3

tax

*

’
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. 10, Taxes may be classified according to the effect the paying of taxes has
~on the spending power of an individual.” These classificatjons are cal]e;l
‘I\ 1 ¥ - - 3 and

.

Happ Hazzard is single earns 51800 per month,” 1ives in a
house assessed at $30,000 and just purchased a $5,600 car.
. . Compute the fol'!owmg taxes:

Federal withholding tax . '

FIcA o

NP _ Property tax at 10 mills

5 . _ 5% sales tax on his car

Give an example for each type of tax: _ \g\v . .
" - PROPORTIONAL . L ; ,

" PROGRESSIVE

REGRESSIVE L C o

*
L N o

AL

Discuss the effect of our current tax structure
oo . ) on three groups .of citizens-~-the podr, the’ undd]eq? -
. ‘! v 7 .class, the wealthy., Include federal income tax,
3. - . . social security, property tax, and sales tax. y ? .
. What benefits are provided by each ‘tax? ‘. _
- ) ) What, burden, does each tax place on c1t1zens in each L
gr‘oup? "

R Y

.

T e
_"'\' .‘J “‘n\ \\'\. .
N e

. -
Is it.true that the United.States has one of .the
- lowest’income tax systems in the world? -~ - ”

-
Al
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1040

S5e5 .

1040

password S .

" 3. FORMS SRR
FORMS - .~ |
FORMS

| .
(_ Awon for a Sc;ciéz_SeM Numbe)a_'ﬁoam _
| U, S, Individual Tncome Tax Return: fonm ’

L]

. $. Tndividual tncome Tax Retwin--Shoht Form

e /
* Wage and Tax Statement fonm ’ , ’L
EmpLoyee’ s Withholding Aflowance Certificate form .

' The amount of income fax paid by emplogees
. through the employer’ s wothhozd,mg of pant 2
0. thein wages or 4%3&

- ! .;'-:\. - .‘g *i

- * L. » y
| Ready t@ Move On L
RO 1o You Know the Passwopds
% ‘.'.' - . v \-“X. 933“ ) *
- b *&5“7’071.‘5"4: -

v.
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'. Soqial ;.Bocurfty' $5-5 Application for a Socia) Security Number .

:. s ~ ;BEU“H 11 [T "
. y )
DO YOU HAVE THIS' CARD ?ﬂ 9
90 .

o

ks BELI ESTABLISHLY FOR

-

<+, 2 YAL

i
|

mammmmm- mmnmm-

If not, SS-5 is the proper form for making apﬁ]1cat10n
One of the first steps upon joining the ranks of the em-
ployed is to ohtain a social security card if you do not
already have-one. Social security cards are becoming
such a necessity that it is being suggested each person
.->< be given a social security. number at birth, .
-4 .)‘ .
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There are two 1mportant uses for your social security
number:
1. The Social Security Administration 'uses
it to keep a record of lifetime earnings
. : on which to pay social security tax for!
old-age & surviyors “insurance.

2. The IRS uses it as your "taxpayer identi-

ficdtion number" on all returns, statements,
& othenfdQFuments'filed with IRS..

—
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Your 9-digit social secur1fy number is an extremely
important wnique number--it identifies you--no one else
is issued the same number.

L] .
2. "lt[}fu’[d]ﬂg Tax W- 4(rEmployee 's Withholding

ATlowance Certxficate

Income'tax 1s withheld from each employee s salary
according to withholding tables prepared by the federal
government

Based gﬁ.income and the number of exemptions ‘claimed
on the W-4 on file with the employer, ‘a specific amount
-« .Wi1l be withheld from each check to cover the "pay-as-
. you-go" expenses of the employee for federal income
tax.
A new W-& Form should be filled out each time an emp]oyee
begins work for & new employer.:
o Wod Employeo s Wlthholdlnz Allowance Cerﬁﬂcato .
[ N ] (Thie cartificats b for inwcorfe Lay withhoddivg DorTiees ’
T nlru-sm-nmwﬂmmu
Trin o % Yow bt et Vour anatel Semarily semius
mﬁmmw«mml b
Oy o wrun, S0t pvd 113 st iy R Bt g g B P
g bt X
1 totat number af s you $re o % E

2 Addivionsl gmount '} ey you wint dedusted oM gach ur‘dmrmmiml

) W-4E Exemption From Withholding is designed for those
*wage earners who wish to have no tax withheld on wages paid
during a certain year.

"

%

Especially usefuy) for students, Form W-4E certifies the student
had no tax liability last year "and will not earn enough to have
any tax liability this year. No tax will be withheld so that
ft will not be necessary to file a claim solely for a refund
FICA taxes will be withheld, however. )

The importance of these two forms lies in the fact that if an
" employee does not file either Form W-4 or W-4E, the employer
’ is required by law to withhold income tax without permitting

any allowances.

o/
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3- Tax Statement v-2 vage and Tax Statement\\ ' )
’ Every employee must receive a Form W-2 by January 31st of, '

the year following the year in which thLlL%ﬁS were earned,
This statement s necessary whether or not the” employee is
required, to file a tax return. \
Information provided on the W-2 inc]udes:
Employer's name & address’
Employee's social security number
, Amount of Federal income tax withheld
Total wages paid t¢ the employee -
) Amount of FICA tax withheld \

' Employee's name & address \
{7 B . Copies of the W-2 are provided for use by . \
o - IRS . - .
. Employee when fﬂing a federal 1ncome tax return

Employee for,his records

Employee whéh filing state and/or Tocal tax returns ‘\
'A copy of a W-2 Form must be filed for wages earned from -l‘\
each employer during a tax year should gn employee have held % ‘
more than one job. .

Remember: Copy ‘A of vour W-2 is fyled with the 'IRS even . Y
before vou file vour tax return,. \ \ :
- '. \ R \\ )
. . N / . ‘ » - . L
' 1 Control n:wnlilr 2 Employw’s St onpbd !
s L
3 Employcr's pame, sddress, and ZIP code b 4 Sub.  Cor Vold e N

total . rectlon .
+ v *
‘ - SO I T R AN I A

7 Dppleysr's tdenbification mumbet

10 Employee's sactlsacurity sumbur | 11 Foduryl licomo tixmiibald | 12 Waper,lips, othercomprasatlen £ 33 FICA tax withhald 14 Total FIch woges

"~

13 Empfoyes's aame (first, milddle-tasty .| 16 madenphan st Yorsme | 17 - 18 FICA upr

a
I
1 .\ -
-
LI

f - s . .

| 19 Employes's sddress and ZiP code ) N Y ' #

| wage and Téx Stat emﬁent . | Gooy B To be filed\with employes’s FEDERAL tax roturn
| Form W-2 * This Information ks Balng furnkihed to the Internal Hevanus Servica. Dagsrtmpat ol 1 tlu Trossarp—iriuml Rivines &Mt’
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. @, ’IIGOMO Tax _— 1040A Individual Income Tax Return
" Return '

LY

Two IRS forms are available for filing a Federal income
: tax return: . 1040, the standard form which allows for
/ : - itemizing deductions .
. - 1040A the short form which uses a standardized
: : deduction -

F0r most beginning workers, the 1040A Form is the one to

use. You will be. given guide]ines in choosing the proper
~ form 1n the pext sectfon of this PAL.

\, 1040 ua. I-E'v?ﬁal tuw,mjm 9 |

\ e
. E § 1040A Y= ndmmnm l' - . ‘
ol Ose Tt Rro sate b nmmwﬂnmhw fwﬂmm -
w, || i
- r.- & mmﬁuﬁdumm“-ﬂv T Mmmu
Tl 12, e n
Doy L oriot | SO0 v o vt alhn, S sad 257 s . : ) K e~
N join § % 8- : . ! .
P ™ Yas | Mo | Motz Owclang et W8 [ Sooue § accunetion
Fing & [ 0 e e Vel ol ctriane Y |-
Cnch oaly 1 A '_Mymmmusdw [N
bk 12 2 Joint rutum {even i onty one had ipeome}
Chack Only Mamiag GENg SE507ete retem 1 $50use 18 also fling, grve $90VI4's S00) Sacunty Aumbar in the 1pece
. - 1 Ona Box 3 fulf name here B, , ., .o .
. _— . 4 of Kousehotd wmnmup . ’ _Muulm
, s & (J eseon . - D wos | G et
N y . D onSsangh |
D 64 or ovar . 8und goter
mmmmmmh L o e D ]
LY o T D I »

To REVIEW: TWO FORMS ARE COMPLETED PREVIOUS TO OBTAINING A JOB:
: $S-5 to obtain & social security humber .

/\ ' _Mot . 1
N

W-4E - to declqre exemptions .

TWo ForMS ARE INcor-‘e TAX FORMSt
W2 which states earnings and deductiuns
4G '
. or which the taxpayer uses to file his
’ 1BY0A income—tax return

EACH TAXPAYER COMPLETES THE ?ORHS MHICH ARE APPROPBIATE FOR HIN
IN HIS OUN SITUATION : .
EVERYONE COMPLETES THE SS-S AND RECEIVES A CQPY OF THE W- '
ACCORDING TO HIS OWN PARTICULAR SITUATION, HE ALSO GOHPLEgﬁsq
EITHER A W-4 OR W-YE FOR HIS EMPLOYER, AND- ILES EITHER A 1WMO ’

* OR JD4OA INCOME TAX RETURN EACH YEAR. S
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Review
Time

3. FORMS-

I

,
iy

.URITE.THE.NAH; OF EACH FORM DESCRIBED BELOW®

1 4

e

-

-

. - T
) Statement of earnings anﬂ'amounts withpeld

App11cat1on for a social Secur1ty number
; -

Short form used when f111ng an individual
income tax return.

Form on which the number of personal

;'exemptidps claimed is written

Individual - fncome‘tax return on which items
are listed and indiv1dua1 deduct1ons are-
ftemized

Form used fo replace a Tost SOC1al»secur1ty
card /l .
Form wh¥ch must be filed with' an, 1nd1v1dua1

income tax mtwn . ,
,

« Form which is fileq with the IRS by your
emp]oyér : i

#ﬁﬁCh" form or app11cat10n - \

Form which 1nc1udes gmployee 's’ name. address,
social security.number, federal income tax -
withheld, total wages, FICA tax.withheld, and
the emptnyer s name and address

- -
[

, 1
W /2
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FILING STATUS

L4

Agl

"ATTACHMENTS

ATTORNEYS
CAMPAIGN-FUND

CPAs

CREDITS ..~
CREDIT UNION

-,
-

DEDUCTIONS

EqROLLEd AGENTS

" EXEMPTION .

s

passwo rds

" 4 f'rms IS THE way

Adjusted Gross Income '

Fonms aLtached 1o the 5ace 054 1040 on 1040A ,
Lo substantiate figures which appear on the form

k't;ténneya who 4peciauzé.in tax mattens
F’fLeA-cdenmi Eection Campaign:Fund

vaLﬁLed Pubuc Accowu‘an&--&cemed specialisis
in .the. keeping of financial neconds .

' Amounts thch are deducted directly 5ewm one's taxes

A dumnu,wﬂ coopwﬂ.ue £h which members with a
common bond gow togethen to save money and make
Loans to members

Standand on Liemized amounts wh«u:h may be deducted
grom Lncome {p anriving at taxable {ncome; sakes -
tax, intenest payments, cha/wtqbze contributions .

Foamen 1RS agents - oh persons who have passed a
Treasury Depafu'menf exam to qualify Zo prepare
Lax neturns

Standand amount dedac,tion grom gross income allowed
fon the taxpayer and his dependents as exempd jrom
Lncome taxes

CZa.éé-cd-ccatwn used to detewmine tax rates and
sdandand deductions; examples ane Amgze maried,

giling jointly, ete.

- ‘1{:;"
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. 59 ‘ ,
X .
® . ; ‘
- . ‘ . L
- “ INGOME TAX . A tax Levied by the goue}uvnemt ‘ont the incomes
. C . 0f individuals, tuwsis, estates, md/(rpmmm . &
~ LIABILITY The amount of tax owed '
. - PREPARER . One who completes an income Zax retwin other than
T . the individual Zaxpayer . .
'16th - AMENDMENT The amendment 2o the Constitution autheiizing the'
' collection of {income faxes by the U.S. government
"TAX CLINICS  © Non-profit sowrces of speciabized tax advice 2o
- L Low-income Laxpayers, usually sponsoned by Law
. schools, volunteer service ohganizations, and.
, the IRS o ’ »
TAX SERVICES . .~ docal ox national businesses for preparing tax
' . " netwwns
L TAX STATUS. . An individual takpayer's "owe™ o "nefund due”
’. _ status aften his taxes have bean computed .
1099 " An {ncome statement form gor Lneome ywm wh:i’.c,h no
‘ . Zaxes have been withheld .
A , t
" \‘ 2
: - -
!
. .
Ready fo Move On?7 .
® . Do You Know the Passwords

- ' , .

MRIC | — __)e./;’o Teg -« | .
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~fhisis
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S ' Well . . you"ve str‘ugg‘]edvthmugb Co \ '
— ; . - [ . '
: oY TAXES.Z. ", . -

.‘5‘

i ‘ . - o SR .
. J . Xt .. HERE A TJU( Tﬂsg; TAX, EVERYWHERE A TAX C e
// * : ’ and P > . e '
5 .

. - © . . FORMS, FORMS, FORMS T T 7 : - }
At dast it's time to.actually- find out how and get
; some practice in' completing an individual {income.
. - ‘ tax return--the tax which most of us are most
S oo cpncerned About. — . -
. . ¢ . - .

Ceo i’ THIS ISTHEWAVwemH ol . s

;’ T .* lopk.at some QT he history of income
¢ . taxes” in thé United States

‘ *y - . / J ’ <
AR ‘ ~* establish the basic s in’ pr'epar"ing z "

a return

e * prov1de pointers fOr the preparatwn g
SN .o of returns L\/

. ' * discuss thees,gurczs of he]p in cbmpIetmg
Yo ' . R an income” tax ret

il
‘.“.
o

O - PO . o4 a . ’.,A,
) . g The basic steps remam rather standard from year to o
Nl year. The same type of data 1s needed ,and certain / @
e e s.z{Tﬁtd mathemaggs <wre used./ But, the specific ‘
oL : ~ . Tawstajd .gbsidel tne8 Change from year to‘yeay as t
S e - T ggulations. aré. redised. .

R The tahles you use, the amounts you deduct, an
o specifit allowances are gujdes Jn The taxpay
. will need to use annual I}tS guide T*ines in the filing S,

of, each return.

{ ., ' - R
_‘| 51 ,"‘,.M * ‘:‘,. . N

-

+ " y ’ 4 . . :
v A TAX LEVIED BY THE GOVERNMENT ON THE' INCOMES, OF
¢ ", I/ncoma TaX‘ " INDIVIDUALS, TRUSTS. ESTATES, AND ORPORATIONS

. . !
. . IS
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Dne of our respon51b1lit1es as U. S.,cihzens i5- to pay. Sur taxes. Th'is
has not always been the case, Let's take a look at the feder‘al income tax
°-asweknow1t . : . ;. .

L3 3 : -
AT

- Although we have not aluays had 1ncome faxes, since 1913-U.S. citizens -
*+ have been required o pay a fedet"al tax on tnew 1ncomes v ' :

‘ " As has aften been true in tﬁe‘h1story of our’econdmy, wars have had-a
S0 major effect on modern taxation. Introduced ags, a "disagreeable duty" (indeed,
-who would ot agree, .even today?) to prevent the "annihilation of this govern-
ment," the income tax was .imposed as a revenue.act in 1861. It began as
basically a rich man's tax-»only 1% of the populat1on was affected--and was ,
++al1dwed to expire in '1870." S _ . A
_ it was not until 1913 with thetadopt1on of the 16th Amendment which ex-
. ,plieitly gave Congress the power to 1mpose'taxes w1thout apportionment (dlstr1- .
butiqn) that modern taxat1on betame ¥ rea11ty

or‘ld Har' I 1nst11:uted a steeply graduatad tax levy and World Har It

- broug ta r@olution ib the method af federally taxing 1ncome
) Anong_ the many changes and additions to the tax’ 'I,a‘ws s1nce 1913 were..
the fnllowing. 7 T~ x
. _— —
_'*7—1924: ~U.S. Board of Tax Appeals - ) ~
, - ! I - . o .- -
e - * 1939 Inter-nal Revenue Code L “’-
- * \f
* 1942: Tax Tourt of the U, s, r‘eplaced Board af Tax Appéals
* 1943 4nd1v uals placed an, a pay-as- you-go. basis . ;o
, . loyers withheld mojiey from paychecks
/ v o : v T xpayers made estimated tax payments -
- : Y. : Thefore.‘the end of the, tax year '
* 1944 Dpt'ienal Standard deductions -
L * 194B: 0U1d age &"bli‘ndne'ss exemptions _
' » Split-income joint r‘etur‘ns for mar-r'ie rsons
« . ) * 1954; Apmmcadhne for-filing, mdnndual tax r-etur'ns - .
- e * for the pf’eeedmg year' - :
. The, bas1s of changes in the history of the mcome tax 1n the’l.lmted
__. ' States has béen a,ﬂ:ime budgets L .
! . . ation - .ot . 7
’ , . expande ‘public ser'\nces . .
% ' 1I'|, -1, . . * . ’\ ' & {.'
-t. f - ! N ‘ t\*
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. the taxpayer has only to fo’ITow the step- by step d1rections ip completing

., W&@M@Q# Fﬁﬂ@f{’? 0

s o
"REALLY -~ e
. VERY B -
'\_ SlMpl'Eo o0 . Pl

The preparation of an individua) income tax return fs simple-- | 7. C
the IRS uses only 150,000 words to, instruct the taxpayer in filling out h1s Y

income tax return. . - o . ’ '_5;4'
Fo)towing the answering of twe basic questions:. - . A
' oy i e . o . o
WHO MUST FILE 7 '{ : / . - €
and ' e,
T0 ITEMIZE OR NOT TO ITEHIZE L

e1ther' his 1040 or 104DA. . . o T

But 1et s begin v‘nth those first two basit questwns

/e '
Y{]_l myst file a return, either the Short Form lElliElA or Form 104D 1f youh o \é‘ &
earn enough income to meet the IRS standards according to your - ‘filing status.
These ‘income amounts change annuaily. -It is- theref"ore necessary to. ijk the - , -
‘cyrrént amounts before filgng a return. . .
'I'he following table 15 gweh as an example: - Ca L o I 7

L d _ - . i

AND YOUR GROS: INCOME
IS AT LEAST:,

MARRIED, FILING JOINT RETLRN
BOTH UNDER 65
ONE 65 OR OVER
BOTH 65 OR OVER "

MARRIED» FILING SEPARATE REFURN
DEPENDENT ON- PARENT."S RETURN'
WIDOW(ER}

UNDER 65 .




vt

" guide, pr0v1ded by the IRS

‘Use ‘the "Who Must File?" table to see if you
can determine the gross income which would
qualify each of the fol]owing<c1tizen‘consumers

. 2" @ taxpayers.
N E_er'CISQS _ . The . st one is done for you.
.« TAXPAYER NECESSARY GROSS INCOME
. ¢,
" 1. MNancy is a student with - A
* -np edrned income. $ 750 "
2.~ John is single, aged 23,
" 3. Happ and Mss Happ are ’
married, Happ is 67, Ms.
Happ is 66, and they are
f111ng a jdint return. . )
4. Henry is a bachelor, aged 57.
5. Mr. % Mrs. E. 7. 6o-are T

“filing a joint return. . ’ ¢
Mr'. Go s 66, Hrs. Go is 64. - ) "\
, . T T .

*2

R

Even thnugh you are not REQQ%UEﬁ to f11e a return, according to the income
SHoULD file a return if:

(l) "INCOME TAX.UAS WITHHELD FROM YOU THAT YOU o ~
¢ | ARE ENTITLED TO GET BACK AS A REFUND v

.v} -

OR ‘- . .

- hd - ——_—

- H N .
'-(a) YOU ARE ELIGIBLE,FOR AN EARNED INCOME CREDIT
,GRANTED THOSE TAXPAYERS RECEIVING LESS THAN

' "_ b A MINIMUN INCOME' AS DEFINED BY. THE IRS\ o ’

' ‘. . f -1

Your retirn .e1ther of these cases would be for the purpose of claiming
d REFUND..

L)
.
‘_:
=
RS
\.'
L)
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L or Not 70 ﬁd@mﬁze

"y

The ch01ce of forms -- Luqh zr 1040A -- and the decision as fb whether to
itemize your deductions are really different forms of the same question.

X These decisions are based on the amount of a taxpayer's AGI (AdJusted‘Gross
Income) and the total amouht of deductions &hich can be ciaimed.

¢ You HAY Be Ab]e to Use Form LEEE} 1f.

* You had only wages, salaries, tips, or othe? employee
compensation, and not more than $40g in interest or
400 IN DIVIDENDS

* Yo total income i5 420,000 or less
(su0, UDD or less ff married and filing.a joint returﬂT‘

You MUST Use Form 1040 1f.

; ok You 1temlze deductions
. * You ¢laim more exemptions than are covered in the tax table .
* ' for your f111ng status ;
uYour spouse files a separate return and itemizes deductlons
(There are exemptions) LT . 1 .
P " © *" You -can be claimed as a dependent on your parent s return,

had .unearned income of $750 or more, AND had earned income
» Of less than 2,200 if'single (1ess-than $1,600 if married
« filjpg .a separate return) . .

i

-* You are a.guaiifying w1dowfer} withﬁa dependent 6hi1d C— -
Pk You meet Dther specialized. quaTifications Yoo ‘

T? , In general,. itemizing deductions is a money-saver oniyufor taxpayers who
- are pur hasing their homes and making hjgh intépest payments; are giving

.3 sizeﬂzie percentage of their income: £0 charitable causes, are required

N " to pay/unusually high.medical bills’ during the year; or have suffered un-
; foreseen casualty loss--suchas a fire destroying the1r home. These tax-l

payers will neéd, the 1040. . . . ‘ ;
Since Form IDHUA 1s easier, to complete than Form~lnqu + you shou]d use 4t s
\ , “if you can. For most new or young taxpayers, lOyDA is the appropr1ate‘ L
. . . form because the total which could be c1a1me?fas deductions is more than .~
"covered in thetstandard deduct;on_gi(\;en .
- - . . 4 #- .

S ,.‘. . ! ,:.“. \ ‘e ‘ L‘3.__, .. ‘
B ‘ y ;o . . ol . .
e LNeegs e o
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Mote: Checking vas will
fg/ ﬁ-?— not increase yowr Gx
No [ or reduce your ratuad

Do you wast $1 to go to the Presidentiaf Efection Campaign Fund? __l
1§ yout return does your spouse want $1 to go 19 this fund*

A -

-~

5 Check only one of the four boxes in the area of your
%‘“\i@tmg return. Your tax rate and standard deductions depend
on the box you check.
Check with care!!

1 Single ' N For Prmcr Act Hotice, see page 5 of nstrugtions
. 2 Mamed fikng |0mt return {even H only one had income) - '
Check Only Marned fiing separate return, If Spouse 1S aiso f.ung. give SPOUSE’S SOCAI secunty number in the space
One Box 3 above and enter full namemere ' . . .
4 «|_Unmarned head of household Enter cw.‘v-ng azme o - See page 11 of Instructions

6@3&@“ ﬂl@@% Complete an sectigns in this area.

@ Note that the taxpayer is allowed additional
exemptions if-he and/or his spouse is 65 or

older and foMeach of whom i$ blind, Dependents must meet all the quali-

f1cat10ns which are spelled out in the IRS instructions to taxpayers. Note

also the questions asked about "Other" dependents on the form.

= - —

; be
52 Yourself . ‘_J 65 or over T L! B"“d\ 3::; "‘cl:'llr:::m::lc'1| h
tluboxhbﬂed D ﬁ - enSedndy P

E,’:%ﬁ?f* b Spouse . D 65 or over L] Buad £n be

they apply, ¢ First names of your dependent children 'who Lived with YOU Bo...... . cocoermne v smres } of ':,:,,2',’;" '
nsted >

e 4 13 ] Dud . % ) " primdy )
d Other dependents: | ) oiinns | mamm s | e e O D e B e
{1} Nema - Ih yout homa. I $750 or more? pandrni’ T sopport? Enlee Rumber
' | of other

dependents >

| | |
. Add aumbers
. - -« mntersdan
6 Total number of exembDtions claimed . . . . S - « -0 T Doxes ¥bove- - -1

Inclutie ALL-taxable income: wages, dividends, and

7 o
“@@@M@ interest, .Spema] instructions are given for depehdentst
on'their parent‘s returns.

L

. <If the return is a joint return, t{le amounts are for both wage earners.
?

Q 7 Wages, salaries, tips. and other employée compensation. (Altach Farms W=2 i you do nol
have a W=2, see page 7 of Instructions) . . . : o R . —
8 [lnterestancome (see page 4 of Instructions) . . . AR 8
. . ' Subtract line
pa Owidends ? ... ... ..... ... 9b Exclusion .. . . Sbtom9aP |_9% |r .
’ © (See pages 4 and 8 of Instructrons) "y '
' " 10 Ad|usied gross Income (add fines<7, 8, and 9¢), If under $8.030. tee page 2 of Instructions & ¢ .
I on Earned income Credit.”” If eligible, enter child's name . ) . 10 .o
1 - = - : T
- N » . . . \' -
.A L]

A "5{.1‘37;?0 i o
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. v ¥

%
@ s
V@W@@%i Credits are amounts which reduce the total tax
g it liability of the taxpayer. : :

L . Those who have contributed to candidates for
public office may claim 1/2 the amount contributed, up to the stated Timit.
All taxpayers who have had federal income tax withheld state the amount
which appears on their W-2.Form. .

Thige qualifying for earned income credit indicate this information also.

11a Credit for contributions to canaidates for public cffice,
Enter one-hall of amount Eald but do not enter more than
$25 ($50 o joint return). (See page 8 of Instructions) . . . |_113 .
IF YOU WANT IRS TO FIGURE YOQUR TAX, PLEASE STOP HERE AND SIGN BELOW. |

b Total Federai income tax withheld @l ling 7 is larger than

| $17.700, see page 8 of fnstructions) | . . . . : 11b
. ¢ Earned income Credit (from page 2 of Instructions) 1le .
."',.‘ T ' : -
12 Total (add lines 1fa, boande) . ... .. ... ... ..... PP v 12 '

k3
. » ’ -

THE INFORMATION GIVEN IN THE FIRST 8 STEPS IS FROM THE TAXPAYER'S RECORDS.
WHEN THIS INFORMATION IS SUPPLIED, IRS WILL FIGURE THE TAX IF THE TAXPAYER
SUPPLIES THE NEEDED INFORMATION AND SIGNS THE RETURN. :

+
. 4

L4

.

9?@& Tax Tables are useq to determine tax; based on the filing

.. status of the taxpayer, ang, the number of exemptions. .

13 Taxon the amount on line 10. (Ses Mstructions for line 13 on page 9, then find your tax in
the Tax Tabies on pages 14-25 )" .

.

* 13 N

. 3
A section.of a sampie table for single taxpayers is reproduced below: o

Mo .

.

. [
if Form 1040A, | And the fotal humber
line 10, of cxemptions claimed
it on Lne 6 Ig-m But 1 |2 ] 3
. Orver not
gt [ 1 [ 2 3 over Your tax lg-
Over net
aver Your tax |g~= 10,000 10.050 1227 |t1.062 903
7 10,050 10,100 | 1.238° |1073 | 99
H$3.290 or less your tax is 0 10,100 107350 | 1.249 11084 |- 928
2200 3350 . 6 o .w.1so 10,200 12;50 1.095 | 938
: 2,250 2,300 11 0 , 9 10,200 10250 | 4271 [.106.0d. 947
c w3300 3350 18 0] * e 10250 10,300 | 1282 1,1@.’{, 957
. /. 3350 3.400 25 0 0 . 10300 0350 | 1293 [1.128 | 986
340 40| 32| of o 10350 10400 41304 1138 } 976
3450 2500 23 0 0 10400 10450 | 1315 [1,450 | ‘gas”
2500 3,450 46 0 0 10,450 10500 | 1326 |16 | 998
. 3550 3,600 54 0 0- - 10,500 10850 | 1.237 |var2 1007
2,800 2450 61 0 ° ) 10550 10600 | 1348 {1183 |1.018
3.650 3700 &8 0 0 10,600 19,650 | 1.358 |1.194 1,029
3.700 3,750 18 0] - 0 10.650 13.700 . t.:.zg 1205 |1.040
3,750 3800 B4y 0 . 0 10700 0450" |s138t [1,206 |1.08
2300 3,850 g1 ol . o -t 10,750 10. 1382 (1227 |w0e2
g'm 3900 93 0 0 10800 10050 | 1403 [12% 1073
: 3950 ‘°i 0 0 10050 10900 | 1.414 |1349 |1.084
2.9%0 4,000 1t 0 0 " h . /
. . | ) " 10900 10950 | 1425 [¥260 [1,005
" 10.950 1000 | 1438 {1271 [1,106

Ll




o o \ ,
10 Ta% %&tatm% Determine whether you owe 3dditional taxes,
[ “BALANCE DUE", Or a refund is due you, OVERPAID®.
' o
I 14 Ifline 12 s larger than hine 13, enter amount tope REFUNDED TO YOU . ),I 14 | |
15 |fune 13.s larger than hne 12, enler BALANCE I:Lé Attach check or money orcer for fuk amount | | - I-#
. bayable to “Inteenal Revenue Service.” Wrile $5C13] secunity number on check or mdney arder . ' 15

AR | SO a '
7 Rechech ﬁ”

_ 'This stép is pne of the most impartant, but too often skipped by the
harried taxpayer.

Be sure to go over each item on your return, checking figures carefully.

You shouid file your income tax; not chisel it,

13

12 %n . ® t Don't forget to sign and date your return--IRS
) “m‘i) AL  receives many which must be retirned because the
. taxpayer has forgotten this all-important step.

This is especially ciisappointing if you have been waiting to $pend that
refund check. )

unger p‘:ﬂllhet of Perury. | gelare that | Fave erdmintd tn's return  NuuDing ACLIMD3nYing tochedu.es 213 statements «no Lo T3¢ Dest

{4 WLWPR:E‘.‘::::’%' a:o :;I::ﬂie]ég]: lrue $Orrect, and complete Declaration of preparer {otner than taxpdyer} o8 Lased on 3 wnlormation of
& | which pr ny .
p= =4 ? , -
§ ’Your signiture . s OMe ’Sb@‘-u 3 utnnivee GF fhag aintly. DOTH mutt tiln kvth of £olF one hag Mamee
g ) Paid ! Preparer’s . L Prapacer’s sotiar $EEVIty no f Check o seil.
- Pre a3l . sighalure * . ] emmioyed I :
2 parers Firm's ndme (ar yours. 1. Ho.
& ! information | « sait employsch. -

| doress and Z2iP cade Date >

v

~ ) -

13 ‘
&tt@@hﬂ%@@tg The two statements:

Plesse Aliach Copy B of Forms W~2 Here  Pleass Attach Check or Money Order Hers

appear on the left margin of the Form 10OuDA.
,The y-2's confirm the figures stated on your return. -
The check or money order is necessary only if you owe additional taxes. .

:

* -

A b

. " -

\ ‘ . 1:.'2 ’ ’
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ExerCises ‘If you have completed the 10uDA correctly, Hapf
) and Ms. Happ will owe IRS $256.00.
TAX INFORMATION -- HAPP HAZZARD 000-00-00) .
PRUDENCE HAZZARD DDUTDD-DDE s
ADDRESS: * 66 Somoleon Street.
Rock]edgg, Wykota 00001
[ ' .
EMPLOYMENT: Happ Hazzard Crane operator, Rockledge Quarry
Prudence Hazzard Clerk, Rockledde Department Store °
PERSONAL DATA: Married S
Both are under 6%
Filing a joint return C
No depenc!ents . .
'PRESIDENTIAL
ELECTION Happ wil) designate 51
CAMPAIGN FUND: Prudence will not des'ignate $1
INCONE * Happ Hazzard: -  $10,586.33 .
Prudence Hazzard: $ 7,100.52 )
CONTRIBUTIONS ' y
TO CANDIDATES:- $0
. )
JINCOME TAX Happ Hazzard: $1360.38
WITHHELD: - Prudence Hazzard: $ 695.10
I
DATE: 4/10/80 *

{\

Now that yoy have all the steps necessary for
completing the 1DYDA, try your hand at completing
Happ Hazzard's return. . ’
Use the information given and the form 04DA

which follows. '

{(Show a1l amounts as whole dollars)

: 1040A

o of the T, IAtBradt Revenul Sorvice ﬂ @
U.S. Individual Income Tax Return

. w o 103
) )




v

" .. Iy & ' /
< g Croartment of the Imwl"l'—lap.m! Revirve Smm . ) < 3
e . U.S. Individual Income Tax Return / .
ke Your st Tame ang initilh Gl 9t tawim, afio €eve 590usd's mame ond ipbial) o Last ny‘o . YolUr'sociat secunty numbar.”
e ' £ MRS
1 {othas: | Prosems oy ascruss tuonber and steet, mctoting sout ber. o8 1UrS1 (oute) - . Spoufe's soctal* sacurity no.
- * m. ' ‘. 4 . I) . * : E )
§ F‘ TCity. town or post office, Stute end ZtP cods ' B < . Ny - Your mc‘Upation .
v o - F W ' . . . ot .
] g | 'bl”. - - - Ni - / 16‘
. ’ Do you want $3 1o-g0fo ihe Presidentisl Election Campaign Fung? "’esff‘% N | e e | SPouse s occufation
o If joint redutn, doss your sDouu-mnl $1 togaato this fund? Ygs 4 G No or reduce yaur refund. .
| ‘ | Singte I ror Prevacy Act Notice..see me 5 of tnsiructions ¢
A g L | Marned Giling joint réturn (wm rf only one’had ineome) : i
. Check Only - Married filing saparate ¢ urn. If spouse 15 aiso ling, give sDousa s s0ciiT™Secunty numbegan the space
Jne Box 3 above and enter tull péme hére B . . R et s
¢ " 4 | | Unrharned hcad of houﬁehold Erler quamymg name ) ) ) Su pm ]! uf !nslwc(uons, .

4

’ D 65 or over D 8lind

* gater number of

s Yourself .
e, e N L
i Yourmif, Chetk b‘D Spogse 1 . | 65 or over* D <‘Q1/nd“ t .
¥ other bases it - oo . T Entér aumber .
r- they apply: ¢ First nsmes of your dependent childran who tivéd mth,\c'u ) T v % of chuldren
; ' ceowtlieins e R W ieremginsee: g listed >
. g d Gther dcpondents- i : T30 Naskber ot | (0 90d Sgupengant | 3 OId rou provide o more
) \ ~ {1} Mame . @ l.c.llhuthln m‘n:::. :;?n\:(w::“gl 4 :ﬂi:ﬂ: hlztlsp:d? * ::':’h::"“b"
s N | . .;' P ’ ., A dependents P
A 5 - - l , ~ Add nymbery . e
s . ’ . T niered ‘ v
. ; i .6 Total number of exemptions claimed - : Cie e e sy boxesdbove P
~Tul 7 Wages. salaries. tlp! and other employee co:npensatuon (Attach Forms W-g If you do not, .
7/, JE have a W~2, see pags 7 of Instructions) . . . . . ... ... ... . 12 . _ .
SR B . . ‘- , \ .
- “la|— B Intergst-income (see page 4 of instructions) . . . . . .\ .. . e e e _
E o : - Subtract hine * K
9a Dividends ......... wernnnnrrerereen S 9b Exelusion ........ .- gb from 9 |_9¢ . .
S . (580 peges 4 and 8 of Instrucho::sj : .
. 2 10 Adjusted gross income (add hines 7. 8, and 9¢). If under $8,0C0, s¢e page 2 of fastructions :
‘18 on “Earned Income Creait.” if eligible, enter child’s name p» . i0 0
. 8] tia Credit for contributions to canagidates for public office. J B . v
¥ Enfer one-half of amount paid but do not enter more than |, | . - i
. $25 ($50,4 joint raturn), (See page 8 of ipstructions) . a - , !
IF YOU WANT IRS TO FIGURE YOUR TAX, PLEASE STOP HERE AND SIGN BELOW. )
b Total Federal income tax withheld (if tine 7 1$ farger than b o 0
. $17,700, see page 8-0f instructions) , . ... .. ... . .1 11b 4 L
e . ' - |z .t
"\ Earned incom it firom page iy » 7, 4
5 ¢ Earned income chedit {from page 2 of Instructions) , . . . |_11¢ - - S o .
T Bl 32 Total eadiines 1tabogpa ey LT e 12 ' .
- g 13 Tax on the amount on line 10" (Sae fnstru&ﬂpns fo: hine 13 on pagsa 9, theh find yaur tax in
- E the Tax Tables onpages 14<25.} . . . . . . . . . v i ol e, . . 13- ¥
€| 14 11 1#%e 12 is targer thhan fine 13, enter amount to be REFUNDEDTOYOU . . ... B | 14 '
5] 15 111ine 13 is larger than line 12, enter BALANCE DUE. Attzch cneck dr money order far fult smount 1 N
-§ fayable 1o *terRal Revenus Sannce " Writs social secunty number oa Chack ar morey arder .l 1s N
X (] aat f I daciaro thal 1 b d g return. Aud, - "
| s | R L B S TS R B TS |
2= T
; .‘% "I"ol.lr signdture ‘L . . - Doto ’Sm =8 3 pgnanure Ll I hlm( .o.nu.r. BOTH mutl o0 tvan ol only ona hag neomd .
] s Paid ' Praparer's ’ l F:aparersmul secunty no + Check »f seoif- .
X signature v ', employed, P R .
3 Praparer's N et
. f .
& | tnformation | i seitemiioyadt (@r yours. ’ Bt No. )
4ddress and chodo Oate :

Q

E

Aruitoxt provided by Eic:

e,

RIC

| GOVERWMENT PMNTNQOMICE S16-0-265- 102 $8-045- 1110

3

‘5& 1470

| form 1040A e | -




+
L

*

o J
. .-
[ 1 Form 1040A, | and the tots) nufnber of exemptions clalmed
ll?:_l.O. on line 6 iy—
pt | 213 ]84 |[616]7]8 8
over | 228 Lll‘[ll‘
over Your tax fs—
T6800 16,950 | 2,111 [1,943 [1,778 [1613 | 1418 [1.218 [1020] 681,
18,850 18,800 [ 2,124 [1,954 [1,789 [1.524 |1,429 |1.229 maa ge1’ ¢
18,900 18,950 | 2.136 [1,965 1,800 |1,638 |1,440 [1.220 {1 ‘at0 -
16,950 17,000 | 2,149 1,978 13,811 1,646 {1,451 |1.251 1537 880
17,000 17,050 | 2,181 11.987 [¥,822 [1.657 |1,482 |1.262 [1,067 | 889
17,060 17,100 | 2,174 [1.998 1,823 11,668 |1.473 {1273 [1.078 | 899
17,100 7,150 | 2,168 (2,009 [1,844 (1,679 |1.484 {1,284 {1,088 | 008
117150 17,200 2,199 |2,000:]1,855 [1.690 |1.4958 [1,295 {1095 | 918
350 | 2,219 [2,001 {1,666 [1.701 [1,506 [1:306 [1.106 | 927
17,250 17,300 | 2.224 |2.082 14,877 1712 1517 W 1T | ey
17,300 17,350 | 2.23g |2,053 {1,868 1,723 {1526 }1.328\11,128 | 948
17,350 17,400 | 2.249 |2,064 [1,899 [1,734 11,539 {1,239°]1,139 | 956.-
17400 17,450 | 2,281 [2.075 [1,910 [1.745 |1.550 {1,350 [1,150 | ges
o . ‘ 17458 17,500 | 2,274 12,096 1921 [1,756 J1.561 1,361 [1,161 375
I finally. finished. We :;'5523 :;.-:osg uzgg g.oas :% :;g 1.% 1372 1172 | sa4
v 800 | 2, 111 11, 378 [1.583 [1.383 1183 | 934
owe IRS 2 b‘iz”""m dollare 17800 17,6501 2311 [2.924 [1.654 11,789 11,584 11,394 [1.184 [1.063
4 oents. 17.850 17,700 { 2.324 12,138 11,668 [1,800 |1,605 {1405 |1.2q5 11,013
. .. ’ 00 12,750 | 2,335 | 2,149 {1.978 (1811 {1,616 1,418 [1.218 |1.022
17.75¢ 17,800 | 2,049 |2,161 [1,967 [1.822 {1,627 [1,427 {1,227 |1.022
17,800 17,850 | 2,381 12,974 |1:998 [1,833 11,638°(1.438 [1.238 [1,041
17850 17,900 | 2,374 12,188 [2.009 [1,544 |1.649 |1 449 {1,249 [1.081
. 17,800 17,850 | 2,384 (2,989 [2.020 {1,855 |1.660 [1.460 |1.260 [1.060
- - 112,050 18,000 | 2.300 [2.211 12,031 {1,866 1,671 1471 1,271 107

L .

pp and Prudence were not too happy when

N -

ey figured their income tax

nd discovered that they were not entitled. to a refund-from the IRS, byt

would have to pay even more taxes.

Therefore, Prudence will complete a new W-Y4 Fonn for her Emp]Oyer“ She
will reqﬂest that her records show no personal, deductions instead of the

one she had claimed during the previous .tax year.

Ih this way additional

taxes will be withheld and the Hazzard's tax 1iabi]lities will be better

covered by regular payroll deductions.

WELP |

plete without any help, .

[

The.problem for the ‘consumer is not the
problem of finding help, but being sure that
the help he uses is reputab1e and worth the

cost involvéd. . .

Let's Took at two angles bf the problem:

available, and how to evaluate that help.

SR R ST |

The filing of.an income tax return does
not have te be a task the, taxpayer must com-

what kinds of help are

i




’
'
. . - ) J -

& 3

When the consumer goes shopp1ng for help in p1ay1ng his role of .
taxpayer,, a variety of choices are available. Among-them: IRS, Tax
Services, Tax.Clinics, Credit Unions, Enrolled Agents, CPAs, and
Attorneys: '

Qﬁﬁﬁgi The Internal Revenue Service is the major free sourte of infor-
mation and assistance in preparing an individual tax return. Some 80 pub-
lications, 40 forms, 300 toll-free telephone numbers and personal- counseling
at the IRS offite are provided to assist the taxpayer in alljareas of tax
return preparation.

ﬁm SERM“@ES Tax services offered to the public may be °,

either local br national.tax services. Tax "experts” who rent-a vacant
"store in March and are impossible to find after April are to be avoided
{0 Tike a pool qj jellyfish., When considering using any service, keep in mind:"

g Never sign a blank return -
Be skeptical of any firm or preparer that promses a refund .
- Avoid any prepater who offers an immediate check for your '

., your refund--what he's really offering you is probably a loan

.. : * Look for someone who will be around 211 year--not disappear b |

after April 15 . 3
H—~E

ﬁ&ﬁ @L“m“@g Snonsored by law sthools. voihnt;eer service organi-

zations, and.even the IRS, tax clinics are usué]ly non-profit and offer spe-
cialzed tax advice to low fncome taxpayers.

.Two such c¢linics are TAX~AIDE, a clinic for the elderly sponsored by theQ
American Association of Retired Persons, and the National Retdired Teachers
Association; and VITA, (Volunteer Income Tax Assistance)} sponsored,by the IRS.

TAX-AIDE, staffed by senior citizen volunteers, serves 1,100 :communities
in 49 states and Puerto Rico., Théir services provide 1nformat1ona1 guidance
and point out tax advantages which might otherwise be mlﬁsed “TAX-AIDE may
be located by .contacting the American Association of’ Ret1red Persons. 1909 K

Street, N.W., Washington, D.Cs 200045.
' VITA dlffers from TAX-AIDE in that its volunteers w;]] complete forms

rather than dust offer advice. VITA 0<f1ces may be located by contact1ng the

,IRS number- for your locality.

. ol Y Y ’#ﬂ’ ‘|'
h
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- enrolled agents for those taxpayers interested in obtaining their services

- Whether ybu complete your own income tax return, have a tax firm complete it,

- are called enrolled agents. In addition to preparing returns, enrolled agents

@RE@“‘—\? @m“(@mg | A gr&!‘ing number o'f credit ur_ﬁons'no\:; .‘ T

offer their members the free service of preparing income tax returns.
Credit union members should contact théir local credit union. '

1

ENR@&&E@ » &®E®T§W . Some 16 ,,50'0 former IRS- agén

~

ts or
persons who have passed a difficult Treasury Department e&amﬁnation,cogﬁrfﬁad“]
tax acgounting for individuals, partnerships, corporations, trusts, and estates

may assist in settlements with the IRS and assist in appeals with the IRS, The
Enroliment Coordinator at the nearest IRS District Office maintains a 1ist of

since enrolled agents are individual ptactitioners, not IRS employees, and set
their own fees. ’ L P o

EREE ' o

. (

. .
o Certified Public Accountants have a2 record of @ = tusas * N
fewer grrors than many other classifications of preparerg. - '
Their prices are high, however. They charge apf™kimately oy
$150 to $600, depending on the type of return. Most taxpayers . -
da not need-the specialized services of.a CPA. A good rule of thumb is to see
the aid of a CPAmpnlf-?f your incom@® is in excess of,$§0,000 and_includes income
from investment property, tax-exempt securitief; .FoyaTtigl, or a trust fund;.you
bought or sold a house; you gave gifts worth $3,060 or moYe; 'you used your house -
or car for business; or you are supporting someone cther thip your immediate family.
CPAs can be located- through the state sociaty of certified public accountants, an -

attorney,.your credit union, or your bgnker.-
Most tax attorneys confine their

ATTORMEVS
- < - practices to corporations rather

than individuals, but a few offer advicg, review forms prepared
by CPAs, or will prepare returns. Fees range from 325 to 375 .
an hour and such_services are usually required only by those in high income - .
brackets with complex legal problems. ) :

2 » -

’

+

. ' ’ R I
THE ULTIMATE RESPONSIBILITY FOR YOPR TAX RETUI}N.'IS Y()URS. o
‘\-...‘ ", Y - ) b‘ ; T

or use the services of a CPA or even the IRS, the final responsibility for’
filing-an accurate indjvidual return’to the government is yours alone--you
cannot delegate.it. . - .

R ERLLE.




4 Wy haven’t you gaid’’
anything abgut your
* '{nconie ta:c this year"”

c:—mse YL'JLR PREPARER CAREFU..LY

+ IF YBU PAY SOMEONE TO PREPARE YOUR RETL
THE PREPARER 1S REQUIRED, WNDER THE LAw
10 SIGN THE RETURN AND TO INCLUDE THE

. PROPER IDENTJFICATION NUMBER. .
REMEMBER, HOWEVER, FMAT\YOU ARE STILL
RESPONSI#LE FOR THE ACCLRACY OF EVERY
ITEM ENTERED ON-¥OUR RETURN. THEREFORE,
You . sHowLD EXERC] SE- CARE IN CHODSING
SOMEONE WHO 1S 'BOTH meLEDGEABLE IN
TAX "MATTERS AND' SCRUPULOUS IN FREPARING
A -CD{*PL‘ETE AND ACOLRATE TAX- RETURN.

Re:jgmber e ;-- a
- the jmpartanae of
fbe Aﬁ?fl 15 ﬂlm,g daz‘e

: Co ? o "!

‘ : -- Publication 17 e
: Iiiternal Revenue sbrvice
F
‘. .} . 4 - @
D~ 2 S e -
’ ¢ = ' .
P ‘ —

“.

* .“ [ " ‘. ) ’ * L .'t - B ).‘ P L) .; ‘.' . . .’ ;.* : .
- '."4--- s --.-.) + —_ N ’ = LN L4 . [ . w’ - 4 \
v + ¥ . :
nnuunnnnmnunnnnﬂhnnnnunn‘unnno’ﬂnn, ) )
. -or . . -a:. ¥ - ' ol ..-"‘ .‘1 ...l:..., ’_- . r." ?"*‘
. - ' . * ' ‘-‘.‘.: - e o ” LA o :ﬁ a
‘ “me-.s\e%qﬁ types-’-"of.fax“heip-aré N o IR .
RS 3. TaX‘ C‘I;mt,:s . 5.. Enro]]ed ﬁggn;s o
2. Tak. Seﬁ"vﬁces* _"4 Credn: Unions ‘6. : CPAs Voo
. ot cT T Attorneys Sl L
Hr}, te the correct number in front of gach &escmptwn‘ o ’ Py . X -°
: g “I' he;pﬁd_g{‘ sour"te 0:[-;- frjee tax infor‘mah?‘n and aH\nte " , g
. - Nomproﬁt serwcefgb for lovfﬂncome ta;’p;yers s -‘ AT
", [ * . Lo . : % - ¢
. ':- v . indw‘idua]s y}?o have passed dn*ﬁcu] Treasury Deparrtmer[,,t, e}aﬁs . .
3 e T At - ...’ ¥ . . ‘. . . '_
e Profit-@nakmg tax ﬁrgpar‘ationftervices, some of wh*rch close up % " ‘:‘. -
: T ofter April 15 . T I L s - -
e . . - B P " ' . L Ll ‘ '. a" ' ..%’
Accountantg vmo&also prepare tax creturns ? SR R f’r”
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7" MATCH THE TERMS WITH THE CORRECT OEFINITIONS:® | R : :
[ - ‘ . - - ! ‘ o~ ) ‘ . ’: W ) A ‘ \I
.4 oL . : P ) b " ho T ., - Y
1. Credit £ the amount of tax owed oo : L
. T *3 A V.S o :
R 0educt1ons_ ~+B. standard amounts a]]owed for the taxpayer =
‘ C Q "’ E and his dependents as exemp‘c fromtlncome
] . _ 3. 7 Exemptions ,taxess ot 4 ) :-' ,
v &l - ‘ LLiab{Ht{Q v+ C. one who ‘completes an Incoihe tax return qther I
‘ o ' ' . than the 1nd1v1du@1 taxpayer . -
. Preparrer ; - ) 7 '
o L © amounts whwh are deducted directly from AR
: _ . . / ane's . ta»XES . :
. % = ." , ' LS
ST ¢ ‘Engadﬁsted ,%:oss .ncome«‘ o Coe .
oy oo, . F. -'standard or itemized amounts which may be S
v R R 'f - deducted from income in arriving at taxable
‘ L . . S+ Arcome--such .as sales tax, interest payments,
o T gharitable contributions & =~ :
C7 . CHECKTTHE APPROPR,IATE FORH FOR" EACH" TAXPAYER osscmaso : e

q . -
. . .

S w0l 10408 B . DA /\ .
e ¥ ., N - u K -
o ” ‘ other “incomes

L A studzmtm th a summer Jot;: and o

U .

o,

- K " o 7..A coupIe wi th two chﬂdreh a home on ,whigh they
' v, ., are making'p yments, mterest from™ stocks and’ bonds
L DR and parent$ fo support N - .
. A ' . " . . . . . ' - r - . .
‘ . ‘1 e T80 A, ret1;ed couple whose ‘home is. qid for, 11v1ng -on.
..w L'y G e p somal security w1tl1 no. other 1hc0me§ }
'v . - '. . o ) . Lo 4 o
M §
. ’ L 3 / ¢,

:é E: ‘,‘l . ‘ '. L | ‘. . .'. ."zwll /yé '. lr,:!g " . a - ‘t




' ) —— ' * “
- 9. Give an examplg of a.situation in which it-
would be ndeessary tofile a'return fora -

meet the gross income re
. filing a return.

-

. -

___10: Dis\:‘hss: The IRS pmmdes taxpayers with clear, concise directions

for - -completing a Form LO4DA Ide1dua1 Income Tax Retum

. . [ - 4
. . -t o

L) * . b

:Oiscuss and Tist the w&ys you wo‘i}ld: mprove the “indivitual income- tax

System 1n the Uhited States or express your- support of the current. System

L 4
% . i N i :
L. “\
. .
. ! 4 . 4“
‘! % .
— 3 :
V.o - :
- ¢ . - ,
w - s . " -1
L] N L] B ’ . . - . ‘. \ . “
L) . . - # ! : .
* & L * e gy —t *
* * . . M S . M vy
" M \ - * * I.
- -~
/. » : M * L
- at - ry g ]
- 4 a 3
-, .
4 ’ 1 o * .-' {
‘ -! ) GO 4 N\
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. v 4 ’ ‘
. . L . ., *
. -1

refund even though the j )gﬂwMua] did not | -

irements / .

..

’ * . ! M “ . v a! A
) ; . . . ‘:‘ . /
, TRUE  FALSE N - . I N
- — " . .. 11._ Eprolied agents are;IRS. erano Res. - ._ i :
12. Income taxes have b.een a requirement of LE S |
, citizens since 1913, , o _ - '
- 3, The tOrre;t form-for most stude;ﬁ:s or person L
A 8 workmg on their f1rst job is a,_lUHDA .
14. Your soctal security number is ycrtur takpa.?er AN
. /. identification number. . . '
. . i ‘ -
. . - 15.. * If 'you check "yes" for PremdentiaT Cﬁwmgn
- ‘ Fund, you will have $1 deducted from your # .
’ refund or added to your taxed owed. . NG
P . . . = ) ] ) . . -, . . . . 1 -
[ / > .I ’ ' N ) L]
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el -

- ¢ - . - ' *
COMPUTE . ' -  Figuies detenming | L N
-~ - co T e P
TAX#SCHEDULE —_— Puide fon ddmuﬂg tax owed in which a .
~ , -, centain amount L& given with any excess tax , Py

. - fLgured by pe&centage , .

. TAX TABLE | ‘A table fnom which u total tax owed may be . . -
, - .Y nead wiithout any additional computation: - .7 -

A Ready toMoveOn L

;x T “D“?‘U‘Kr‘row%he—l:lasswords '.é‘“ @,

l-(. - . '__ o ’ ’l -
i .' - L . . -
4 - - R imb

s

.'a..-':' K . N }4? ""' ;‘"‘E | - ’, N "
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i . .o . TP RSNy
an-n ncome or (floss} (attach Schedulw 7} . . . . . % . . .0 LT, e '.,F’- i At
dows Nt Ul 11 refuind | for yerr 18 which you 108k the T . L
'State incoms tax ralul:ds( here s0a ags 3 of L aiiinsl LS U ORI .
limany feeavad .. . . T e N e e et S e e e =

#her (states nature +d soun;--Sn pags 9 of I

'c_lcl lnl-lus 28" tht\'wnrl 35). Entpt
E'\mn “: :

("f‘t:“'
e ‘}DlD_ l : }:; - / i .
Si.l:uatc\ e TN -
- S /"PRINT OR TYPE MY NAME comzscmr? .
I INCLUDE uv SOCIAL $ URITY uuuam? A
v CHECK YES OR NO FOR THE PRESIDENTIAL por
.-CAMPAIGN FUND ? o L
4 CHECK, LIST, & con_necnv TOTAL m =
; EMPTIONS 7 p

(%)

l cow ALL mcoms FIGURES AccURATEN?

: o :;":‘” -

o ENTER ALL AMOUNTS ON THE CORRECT LINE ?

&

,_Juss THE CORRECT TAX TABLE OR SCHEDULE,* -,
. CHECK THE APPROPRIATE BOX, £COMPUTE |
MY TAX GORREGTLY? o S

P

fREQUEST A Rerqya' OR mtzwos MY PAYMENT ‘:,'3‘

S

.WITH MY SOCIAL SECURITY NUMBER ON. IT?_/,.

v, Jsm»mns*ru;z ?) R
7 . v TW’"\ ALL NE;}ESKSARY,FOme R

-$‘

g R
& AR S

IR e S Py SRy




.7 5. WATCH OUT FOR.. . .~

> .
. - L T
’\\ ‘ ' Comﬁ]ete the fo]]owing'statements by writing the correct word in

. " .- % - each blank:*

-y '
»

1. Be sure to include your taxpayer identification or
: ' number. z- ) -

LTI T t .

‘ 2. Attach all “on the face or front. of your retdrn.

3. If it is necessary to send a check to IRS, be sure the check has
your f,/”‘ . * . number on it.

. gg,r' 4 Usé_;hg_torrect tax < or to comﬁﬁte
‘ff v your tax.’ s o . ’ .o
' . 5. The 1ast jfem to compléte on the tax form is ope Of the items most
Yommonly missing when IRS checks returns. B8e sure to ) y
- and date yoqu;et.urn. ) . ‘ .

bl , .
,

]

" Discuss:

for taxpaye o use befere they
N  mail their returns?
A

'
.' -t - 4 Y
- N [

Would you suggest a change in the
order of the items on the return? "
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passwords e

6 IT’'S NOT ALL OVER YET!

N »
APPEAL . The night to thansfen a case 10 a higher count
\ 5M nehearing o
~ AUDIT ' . The examination and ue,uéma,twn 0§ amounts
T, . stated on an income Zax reluwwin. . R
CORRESPONDENCE . A Ledter gnom the IRS questioning a single ’
AUDIT o fax issue, wcl} as medical deduttions, nequesting

thcu: the taxpaym ma,ce coples of Aappo/ut{ng docu-
w the 1RS

. FIELD AllJDIT“k ‘ * pl andit i which an TRS officer uisits the tax-

» % . OFFICE AUDIT ' " An audit in which tha,ms notifies J.‘:ha zaxpayu
. . ¢ . by Letten of which items are in question and’
.t requesting the taxpayen to visit the “IR.S office

) gon the audit -
“ . RESEARCH AUDIT‘. Re/tuma chosen at f;:an;iom fon d 4uewt<.64c sampling
CT PR toﬁ netwns.  In'such ar qudit, zuuyu‘mu cqae-
- X ‘ §uely checked and must be uwﬁud
. SER\;ICE CENTER ) IRS cem:e)c 5on the: pJLoceAbmg 04 fLax ae,twuu Mom
‘ ) Ca o a specific gzogmph&ca!. atea
TRANS{:R:M ' " Wniting on vmwséeft of Atazementé and" §igunes gndm :
' ' - one’ form £6 anothen such s §aom the taxpayer's
. - nelurn to a magnelic-iape fon his rec
UNALLOWABLES Deductions which do not meet 1RSnequirements — .°
o, T . .
- ’ v T “t
Ready to. Move On ~
ot 7 Do You Know the Passwords 7
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. all your income and taken only the deduct1ons intended, "then you do not need

‘Let's follow it through the 10 bas{custqps:“

W\\ai Negu

You filled out your return EXACTLY the way the form demanded

u gave your zip code number your SOC1a] security number, all klnds of
numbers; crossed- out no words, added-when you should have, and subtracted ;
when you were allowed to.
You started out honest and humb]e . ’
You stayed that way right up to the minute you signed the return and ma1led

- " % -
%:Fut the worst thing that can happen to you now is to get a letter from
e IRS. : . . .

The IRS letter might SS} no remittance accompanied d
your. return.  After 2 or 3 or 20 ‘lettérs you will

be able to convince the computer that you have the
cancelled check to prove you paid on time,

Or. . . a letter might even ask you to prove the
amount of your medical expenses--as if you couldn't!

1

¥

Neither of these letters is real cause for alarm, but . . . ) "

“You MAY RECEIVE A LETTER. INFORNING YOU OF AN IRS AUDIT- b 8
o ., . '

A

If you h&@e filed your federal income tax return and have truthfully reported

to- fear the awful power-of the U.S. Treasury Department s tax. co]lection bureau,
the Internal vaenue Service. . -

F

Once you have filed an honest return and paid th tax that, you really owe, you
havg the strength of a grizzly bear!! Right ﬁs on your side and you have nothing
to fear--thk IRS only wants each taxpayer to pay his. fair share: - v

Ever wonder what happens fo your income tax retyrn once you *
finally have it safely in‘the hands of the U.S.. Posta]

Service?
]

*
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SORTIN

Envelopes

re slit and sent.to work tables
Returns aré sorted according to characteristics such as

state of origin, those with checks, and those w1thout chqe
+ Retyrns gre placed in sorted batches of 100

ﬂELIVERYto an IRS Service Center

Your return was mailed to an Internal Revenue Serv1ce
serving the geographical ared in which you live.
There. are 10 such~centers

Philadelphia, Pehnsy]vania

Cincinnati, Ohio

Kansas City, Missouri
Andover, Massachusetts

HoltsviTle, New York

amblee ~ Georgiw
Memphis, Tennessee
Austin, Texas
Fresho, California
0gden. Utah

“EYEBALL” CHECK

. Searches ar® made on each return for apy one of more than. 60

“una]1owab1es“--deductions, filing status, etc.

TRAIISGRIP T/ION

A1} information on tax‘returns is punched on magnetlc tapes.

for electronic hand11ng
the tapes, chegking the computation of’

The computer "reads".

Center '
i

e

each returne 1nc1ud1ng the way the taxpayer app11es the rules

and figures his $axes

DELIVERY

A1l tapes are delivered to the Mational Computer Center 1n
Martinsburg, West Virginia . . (

TAXPAYER'S MASTER FI[E

The. data on each tax return are posed in the taxpayer s master

file

Social security numbers-and other standard- 1nf0rmat1on is matched

agalnst 1nf0rmat1on already in the f11e ‘

REFYND. INFORMATION'

JInformation is produced by the computer for prepa?1ng refungd -
checks by machine to be sent out by the U.S

d1sbur51ng offices

NIJ"J"

13

]
-
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‘8. AUDIT POTENTIAL

“Each return’is scorgd for its audit potential--its prospects
for added tax reavenues from a formal audit-
Each tax return’ sydata "profile" is matched against a
staridard data profile, ass1gned weighted scores, and
* gwen a grade

' 9. RET”R” of FaDeS to Service _Centers~ '

1. AUDIT PROCEDURES o

:IRS district offices will use the tapes of the high-scoring
s returns as a basis for assigning returns for audit durIng
% the summer’
" For approximately 2.1 million taapayers--about 1 in 41--that
will be the time ‘to worry

/ A“ d‘i -- the word strikes fear in the hedrts
» ‘of m11-11ons of Amerlcan taxpayers.
The taxpayer S responsﬂ:nhty in the event of an aud1t is simply to be

able to provide proof of the amounts claimed on his return. If he has
begn honest in stating .these amounts, and has keet 'good records, he-will
have little or no difficulty.

The only two audits the. average consurier will need to be concerned with

are the UNALLOWABLES and RESEARCH AUDITS.. The IRS does conduct Corre-

- spondence, -Ofﬁce and Field Audits as well, howgver. ‘

’ /
f .

.

mm@nl}@w@[bﬂ@@ The simplest of al] audits, the UNA glgﬁ%légs

. program, is conducted at the serv

which first receives the return. The most common error is 1n overstatin
deduction.. In.sych a case, IRS sends a letter proposing a "correction” 1n
the tax. IRS rarely makes -a»mistake in corrécting such entries. The tax-
payer should check the arithmetic and the rules caré€fully before comp]y1ng
and paying the extra .tax, however,

’

audits. Returns are chosen at random\{rom a“scien~

. - \ 1 ' andom axe’
[p@@@@[?@ﬂn Audits of returns chosen at rando afSEA?CH- .

tific sample based on the ending digits of taxpayers' Social SecUnity numbers.

Such audits are for the purpose of a research program on’how well taxpayers
are complying with the law, and to update the computer programs that select
most returns .for audit. In ‘a research audit, the IRS requires taxpayers to.-
substantiate every item of information on their returms, right down to the
Jast QIScellaneous itemized deduction These audits are also called Com-
p]ian e audits. , - - _ B

NS gy

-
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'KEEP THOSE RECORDS .

-runs for 3 years.

- THE TAX 1SSUE 13 NEVER A CLOSED ISSUE,
. VITAL [SSUES,

3
‘ ) . 3 '
“ .

'ln add1t1on “the cexpayer may receive a 1etter from the TRS quest1on1ng a /

single tax issue, such as medical deductions. The.letter.will indicate .
what item on the return is being questioned and will ask the taxpayer to

mail copies of support#ng documents to the iRS? .

The IRS waits for some kind of substantiation before proposing any Ghanges

in the tax bill. Such an audit is a CORRESPONDENCE AUDIT.

YOURREHJRNCANBEAUDITED Fyow:

JVERSTATE YOUR DEDUCTIONS
MAKE AN ERROR IN ARITHMETIC
.- HAVE UNUSUALLY LARGE ‘DEDUCTIONS ~
\  HAPPEN TO BE CHOSEN AS PART OF A RESEARCH '
AUDIT .

The sktatute of 11m1tat1ons for auditing individual imcome tax returns
IRS tries to. aud1t returns within 26 months of their filing
deadline .
The statute of }1matat1ons can. be extended to 6 years if taégayers fa11
to report mone than 25” of their’ 1ncome :

The statute can run indefinitely in cases of fraud

* If you dwn a house, ‘1nvest in’ the stock market r ¢ollect pa1nt1ngs, ’
stamps, coins, or the 11ke you should keep records of'‘thosé holdings for as
tong as” you ownethe property and for a minimum of three years after the sale

. o

" of the property .- Y

IR

TAX REFORM AND EVEN TAX REVOLT ARE
S [N ALL AREAS OF HIS LIFEL TODAY S CONSUMER-CITIZEN HAS
BOTH RIGHTS AND RESPONSIBILITIES. _ - /.

Be INFORMED, EXPRESS YOUR OPINIONS, RESEARCH T?Hj [SSUES, AND PERFORM
YOUR RESPONSIBILITY AS A CITIZEN~-TO PAY YOUR ThXESJ TAKING CARE TO PAY .
YOUR FAIR SHARE-“NO MORE, NO LESS. , .

5
]

-




6. IPS.NOT ALL OVER YET! - )

.
) o o . ’
. ' - ) ‘ .
. . . | N .
i - L R " " 3
o' . - - o

. LY
Comp1ete the fo'i]ow‘ipg statements by @mting the correct word in ¢ - - /‘
.each blank: ] LT . .,
\ . |
1. Ataxpayer's’ 1dent1f1cat1on number is his SRR T
7 number . 3 .

2. The Internal Revenue Service Center to wrhch you wou]d sénd your retdrn. .7,

s located inw ’ _ ‘e .
- 3. Tapes for all taxpayer mformatwn ig storfd at the ‘Né’uona] -Compute‘i' T .
: © Eenter Iocated in _-~ e — _ ‘oo
R It is mse to kegp a1l records fot at least,_",_:‘.__ years__. - :
e - SN T ' :
5." Three reasons a taxpayer s rely uidited are: - v .
5 ‘[ - ; . J"’;’.'o‘ ., - . '-'._ :‘ . l- ‘, . .
"1 ‘_'- . - . . S ]
g ~ g S TR
- . ,er"——-—-_—""
I ] k] -
. P ‘ tgy
I | T
T, . i . i Tegh \- Lo -
. L P . 1 Ty ! A [
. " -+, How Iong does it ta-lre for a tax return’ to be processed? sy
. Does it take Tonger to receive a. réfund ona 1040 c ey
return or a 1040A? B
. ' Arg refurns prepared by commercia)l preparers processed ¢
v .. -more quickly and/or refunds made moré quickly than,
, "¢ those prepared by the’ taxpayer.himgelf? - .
. What ‘is the. difference for returns .fited in Januarjtr ,
. ~ -or February and those filed Jusb before the Aprﬂ
' .15 deadline? = .
. -8 there a d:fference- accordmg to wherer. the taxpayer ’
lives? : F VI
. . Taxgayers have many such questions " ar 7
P L .Mak an informal sprvey and ‘shﬁ;‘e\)he results.. . . &
Lo

: - ' w:rs agf e
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5"
1. As you reflect upon your experiences using this PAL “what were the most
important things you learned?
- “ .
L3 - ’ .
~ . . - )
' 2. What are the most 1mport‘ant things you. learned about
' y A. The reasens we have taxes? ’ p
r";,‘" - . t N . 5 ]
\ - B. Sa1§s ta", property tax, income tax, and social security?
. T . s . '
, - ) . ~ . Y ‘
' * C " The forms necessary for filing income tax returns? N
. g ' /
" 0. Completing a Form 1040A? \
.\ , . . ' .
II \ -
Co " E. How to check an income tax return? ' . R
+ ;" ) ) ’ - - | . "";
L F. The progessing of an income tax return? ° .
.. 5. . P
L} -I .‘p , . ,
o © 3, MWhat are the ~important.consumer topics about which you woyld like to
s o learn mo‘re? '
R . : { | ! y
- || ~ ! " - - J
% I‘ t . - ]
i

. : "‘
- o ,.*’.'\»4/5?1‘,92 u
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— PROJECT SCAT—

-

. . ;o '
You have just completed ‘studying one module of the

* o

SCAT curriculum. There may be other topics about which . \
you -wish o learn more. SCAT modules can help you acquire

skills, concepts, and knowledge necessary to function as

an informed and wise consumer in twelve areas. 'J

o
O]

HEALTH AND THE CONSUMER contains 6 units

BALANCED DIET EarersDigest .
FOOD ADDITIVES. Eat, Drink, and Be Healthy
FOOD SHOPPING Food for Your Brood
MEDICAL CARE. ° Say Ahh! )
- - PERSONAL GROOMING Let's Face I r
PRODUCT SAFETY AnQOunce of Prevennian . A ¢ TR 3
- :

MONEY MANAGEMENT AND THE '
CONSUMER contains & units’

s . BASIC ECONOMIC SKILLS: - Baffled, Botheréd. Bewildered
: ’ . BUDGETING; Easy Corne. Easy Go!
BANKING: You Can Bank on In! : .
CREDIT:, Ch.0.r.rgell
i INSURANCE: Irs Later Than Yau Think
: TAXES:- N An Offer YouC:n‘tAvord . .
- ’ x

|/ “SHiLLE FOR CONSUMERS APPLIED TODAY". e

. \ /
- oot e . ’ . 4 . ) =

.

Jq

E '/6‘6”‘1
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