Know Your Income Taxes
2009 State Mathematics Conference
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Payroll Taxes for Single Taxpayers

2008 NC Income Tax Schedule

Taxable Incomeis ...
more than but not over The tax is

$0 $12,750 6% of the taxable income
12,750 60,000 $765 + 7% of the amount over $12,750
60,000 @ --mmemmmeeeee- 4,072.50 + 7.75% of the amount over 60,000

2008 Federal Income Tax Schedule

Taxable Incomeis ...
more than but not over The tax is

$0 $8,025 10% of the taxable income
8,025 32,550 $802.50 + 15% of the amount over $8,025
32,550 78,850 4,481.25 + 25% of the amount over $32,550
78,850 164,550 16,056.25 + 28% of the amount over $78,850
164,550 357,700 40,052.25 + 33 of the amount over $164,550
357,700 - 103,791.75 + 35% of the amount over $357,700

Social Security Tax Rates

Employee 7.65%
Self-Employed 15.3%

The 7.65% tax rate is the combined rate for Social Security and Medicare. The Social
Security portion (OASDI*) is 6.20% on earnings up to the applicable taxable maximum
amount (see below). The Medicare portion (HI**) is 1.45% on all earnings.

Maximum Earnings Taxable 2008 2009

Social Security (OASDI only)  $102,000 $106,800

Medicare (HI only) No Limit No Limit

* OASDI: Old-Age, Survivors and Disability Insurance ** HI: Hospital Insurance

Updated B-74 for
Resources for Algebra



Tax Day: April 15, 2009

2008 Federal Tax Rate Schedule: Single

Taxable Income

is more than but not over the tax is

0 8,025 10% of the taxable income.

8,025 32,550 $802.50 + 15% of the amount over 8,025
32,550 78,850 4,481.25 + 25% of the amount over 32,550
78,850 164,550 16,056.25 + 28% of the amount over 78,850
164,550 357,700 40,052.25 + 33% of the amount over 164,550
357,700 103,791.75 + 35% of the amount over 357,700

The tax rate schedule describes the parameters that generate the tax tables used by individuals to
determine the income tax they owe.

NC Department of Revenue http://www.dor.state.nc.us/
Internal Revenue Service (US Department of the Treasury) http://www.irs.gov/

What to do with students.

e Describe the 2008 Federal Tax Rate Schedule algebraically (set of linear functions, or
system of linear equations, or piecewise function). Identify domain, independent and
dependent quantities, the tax function(s). Give different groups of students a different
line from the schedule to work with.

(0 1z if = <8025

2504+ 0.15(x - 5025)1F 8025 <x £ 32550

4481 25+ 0.25(x - 325500 1f 32550 = £ 78850
1605625 + 0.28(x - 7885001f 78650 <x £ 164550
4005225 + 0.33(x - 1645500 1f 164550 =x = 357700
}03?91'?5 + 0.35(x - 35770008 = = 357700

Tiz)=¢

e Give each group a different taxable income to work with. Use the 2008 Federal Tax
Rate Schedule to determine their federal income tax liability (how much they owe).

e Fill outa 1040EZ. Give each group a different gross income to work with. The text is a
challenge for adults with college educations. Some whole group read aloud will probably
be necessary.

e See B-74 (updated) and B-75 from Resources for Algebra attached.

e Have each group determine effective tax rates for 1040EZ results.

e See Lesson 3 from Money Math: Lessons for Life
Download at http://www.publicdebt.treas.gov/mar/marmoneymath.htm
Use tax rates from B-74.
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