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Course:
AG-AML – 01.412 Agribusiness Management and Leadership
Unit 3:
Agricultural Law and Ethics
Lesson 4:
What Taxes Do You Owe?
Georgia Performance Standards:
AG-AML-11 – (a-f)
Academic Standards:

MM-1A-3, SSCG7


    
National Standards: 





Objectives:   1.
Analyze the importance of managing income taxes.





2.
Complete an e-z income tax return.





3.
Complete documents necessary to receive a paycheck (W-4, etc.).





4.
Explain payroll deductions.





5.
Distinguish between tax deductible and non-tax deductible business expenses.





6.
Create a strategy to minimize taxes and maximize income.

Teaching Time:

Grades: 9-12
Essential Question: Why do I have to pay Income Taxes?
Unit Understandings, Themes, and Concepts:  
Students will learn how to analyze the importance of managing income taxes. They will know the importance of payroll deductions. They will get a better understanding of how to create a strategy to minimize taxes and maximize income.
Primary Learning Goals:  

Students will be able to analyze the importance of managing income taxes. The students will also be able to distinguish between tax deductible and non-tax deductible business expenses. 
Students with disabilities: For students with disabilities, the instructor should refer to the individual student's IEP to insure that the accommodations specified in the IEP are being provided within the classroom setting. Instructors should familiarize themselves with the provisions of Behavior Intervention Plans that may be part of a student's IEP. Frequent consultation with a student's special education instructor will be beneficial in providing appropriate differentiation within any given instructional activity or requirement.

Assessment Method/Type:

____ Constructed Response

____ Peer Assessment

_X__ Combined Methods


____ Selected Response

____ Informal Checks


____ Self Assessment

References:
Farm and Ranch Business Management: John Deere Publishing  

ISBN  0-86691-292-4

Materials and Equipment:

Overhead projector





Transparency 
Eraser board






Handout 

LCD Projector






Computer
POWERPOINTS:



Web Resources:
http://www.docstoc.com/docs/404986/IRS-Form--1040-EZ---Income-Tax-Return-for-Single-and-Joint-Filers-With-No-Dependents
http://www.irs.gov/
http://www.docstoc.com/docs/16773905/Instructions-for-Form-1040-EZ---2009
http://www.ehow.com/about_5267905_w4-form-explained.html
http://www.irs.gov/businesses/small/article/0,,id=109807,00.html
http://www.inc.com/guides/reduce-smb-tax_pagen_2.html
Additional Web Resources:
Georgia Performance Standards: AG-AML-11 (a-f)
             

AG-AML-11. Students will appraise the affect income taxes and other withholdings have on an agribusiness. 


a.
Analyze the importance of managing income taxes.


b.
Complete an e-z income tax return.


c.
Complete documents necessary to receive a paycheck (W-4, etc.).


d.
Explain payroll deductions.


e.
Distinguish between tax deductible and non-tax deductible business expenses.


f.
Create a strategy to minimize taxes and maximize income.

Academic Standards:
MM-1A-3, SSCG7


    
MM-1A-3 Students will solve simple equations

SSCG7 The student will describe how thoughtful and effective participation in civic life is characterized by obeying the law, paying taxes, serving on a jury, participating in the political process, performing public service, registering for military duty, being informed about current issues, and respecting differing opinions.

Lesson Introduction Activity

Lesson:
What Taxes Do You Owe?
Assignment:
The students will research different aspects of tax laws, IRS and tax preparation and write reports.
Points/Grade Available:

Lesson Introduction Activity Rubric

	Content - information is written on the topic and covers each aspect of the question. 
	50 %



	Class Discussion – participates in the class discussion on the topic. 
	50 %


Teaching Procedure

1. Importance of Managing Income Taxes 

a. Income Tax Management

i. Objective should be to maximize after-tax income, not to minimize the tax obligation
b. Income Tax Planning 

i. Deferral of Tax
1. Concerned with tax liability payment timing

2. May not necessarily reduce the overall tax paid

ii. Saving of Tax

1. Reduces the overall amount of taxes actually paid

iii. Effective tax planning requires;

1. Personal Financial Goals

2. Up-to-date Financial Records and financial Information

3. Reliable long-range projection of size and source of income

c. Importance of Good Records

i. Prepare an accurate income tax return and determine the correct amount of tax

d. Why Keep Records?
i. Farm Progress Monitoring
ii. Financial Statement Preparation
iii. Receipt Sources Identification
iv. Tracking of Deductible Expenses
v. Tax Return Preparation
vi. Support Items Reported on Tax Returns
e. Kinds of Records to Keep

i. Common Accounting methods:
1. Cash
2. Accrual
2. e-z Income Tax Returns
a. Checklist
i. Your filing status is single or married filing jointly

ii. You do not claim dependents

iii. You do not claim income adjustments

iv. You claim only the earned income credit and making work pay credit

v. You (and your spouse if filing a joint return) are under the age of 65 and are not blind at the end of the year

vi. Your taxable income is less than $100,000.

vii. You had only wages, salaries, tips, taxable scholarships or fellowship grants, unemployment compensation, or Alaska Permanent Funds dividends and your taxable income was not over $1500.

viii. If you earned tips, they are included in boxes 5 and 7 of your Form W-2

ix. You did not receive any advance earned income credit payments
x. You do not owe any household employment taxes on wages you paid to a household employee

xi. You are not a debtor in a chapter 11 bankruptcy case files after October 16, 2005

xii. You are not claiming the additional standard deduction for real estate taxes, net disaster losses or qualified motor vehicle taxes

b. Complete  e-z Income tax form
i. http://www.docstoc.com/docs/404986/IRS-Form--1040-EZ---Income-Tax-Return-for-Single-and-Joint-Filers-With-No-Dependents
3. Paycheck Documentation
a. W-4 Explained
i. The purpose of the federal W4 Form is to help your employer determine how much to withhold from your paycheck for federal income taxes. 
1. As a general rule, section 1441 of the Internal Revenue Services tax code provides that employers withhold 30 percent of employee income for federal tax purposes. 
2. However, there are a number of exemptions that you can file depending on your family circumstances, and filling out a W4 will make that determination. 

ii. Function

1. The IRS W4 Form determines what amount your employer should withhold from your wages in order to pay federal taxes. If your tax withholding does not match your tax liability, then one of two things could happen: you can have too much withheld from your paycheck, which would result in a refund when you filed your tax return, or your withholdings would be beneath your tax liability, which would cause you to owe taxes to the government on April 15. 

iii. Exemptions
1. There are several general scenarios for your tax exemption status. While this information may give you an idea of how many exemptions you can claim, you still need to fill out the personal allowances worksheet to know for sure. A single individual with one job, no dependents and whom no one else can claim as a dependent can likely claim two exemptions. If you're married, you can claim your spouse as an exemption if he/she does not work. You also get an exemption for each dependent you have, which includes your children or any qualifying relatives who are dependent upon your income. Additionally, for those with an income of less than $61,000 ($90,000 for married couples filing joint taxes) you get an additional two exemptions for each child as a tax credit. 
iv. Time Frame
1. Tax experts recommend that you review your W4 Form at least once a year to make sure that your employer withhold the correct amount of taxes from your paycheck. Situations change regularly so it's important to recalculate your status 

v. Considerations
1. You may be able to file "head of household" status and, therefore, qualify for less income tax withholdings. To qualify as "head of household" you must be unmarried or legally separated, must use more than half your annual income to support your household, and must have a qualifying dependent (child) or relative living with you for more than half the previous year or a child/relative that is dependent upon your income, though not necessarily living with you (such as a parent in a nursing home or child in college). 
vi. Non-Resident
1. If you believe you are exempt from certain tax withholdings as a non-resident alien, then you should fill out Form 8233 to accompany your W4. Form 8233 helps you to determine whether you are exempt from withholdings, such as non-resident aliens working in the United States, or a resident of a tax treaty country working in the United States (such as Guam or Puerto Rico). However, it’s important to note that you cannot claim exempt from federal tax withholdings if your income is greater than $950, including more than $300 of unearned income (interest or dividends), or someone else claims you as a dependent on his or her tax return. 

4. Payroll Deductions
a. Voluntary Payroll Deductions 
i. Withheld from an employee's paycheck only if the employee has agreed to the deduction. Voluntary deductions pay for various benefits which the employee has chosen to participate in. Voluntary payroll deductions include the following: 
1. Health insurance premiums (medical, dental, and eyecare)
2. Life insurance premiums 
3. Retirement plan contributions (such as a 401k plan) 
4. Employee stock purchase plans (ESPP and ESOP plans)
5.  Meals, uniforms, union dues and other job-related expenses 
ii. Can be paid with pre-tax dollars or after-tax dollars, depending on the type of benefit being paid for. 
b. Employer Payroll Tax Responsibilities
i. The responsibility for payroll taxes continues even after paychecks have been issued to employees. The company is responsible for paying the employer's share of payroll taxes, for depositing tax dollars withheld from the employees' paychecks, preparing various reconciliation reports, accounting for the payroll expense through their financial reporting, and filing payroll tax returns. 
c. Employer Payroll Taxes
i. Companies are responsible for paying their portion of payroll taxes. These payroll taxes are an added expense over and above the expense of an employee's gross pay. The employer-portion of payroll taxes include the following:
1.  Social Security taxes (6.2% up to the annual maximum)
2. Medicare taxes (1.45% of wages) 
3. Federal unemployment taxes (FUTA) 
4. State unemployment taxes (SUTA) 
d. FICA Taxes
i. FICA stands for the Federal Insurance Contributions Act. The FICA tax consists of both Social Security and Medicare taxes. Social Security and Medicare taxes are paid both by the employees and the employer. Both parties pay half of these taxes. Employees pay half, and employers pay the other half. Together both halves of the FICA taxes add up to 15.3%. The 15.3% FICA tax is broken down as follows: 
1. Social Security (Employee pays 6.2%) 
2. Social Security (Employer pays 6.2%) 
3. Medicare (Employee pays 1.45%) 
4. Medicare (Employer pays 1.45%) 
e. Reporting Payroll Taxes
i. Employers are required to report their payroll tax obligations and to deposit payroll taxes in a timely manner. Reporting requirements include: 
1. Making federal tax deposits 
2. Annual federal unemployment tax return (Form 940 or 940EZ) 
3. Employer's quarterly payroll tax return (Form 941) 
4. Annual Return of Withheld Federal Income Tax (Form 945) 
ii. Wage and Tax Statements (Form W-2) 
1. Employers also have requirements to file reports with various state and local agencies. Employers can find links to state tax agencies through the American Payroll Association website.
5. Business Expenses
a. The cost of carrying on a trade or business.
i. Deductible
1. Must be both ordinary and necessary. 
a. An ordinary expense is one that is common and accepted in your trade or business. 
b. A necessary expense is one that is helpful and appropriate for your trade or business.
i.  An expense does not have to be indispensable to be considered necessary.
ii. Non- Deductible
1. Some business expenses, even though they may be directly related to your trade or profession, are never tax-deductible: 
a. Bribes and kickbacks 
b. Contributions to political parties or candidates 
c. Dues and membership fees for social clubs 
d. Lobbying expenses 
e. Penalties and fines 
6. Tax Strategy
a. Common ways to save on taxes
i. You can take advantage of some standard tax rules that can save your business money. Here are some examples:
1. Contribute to a retirement plan. 
a. If your business is profitable:
i. You can shelter income in a qualified retirement plan that will provide you with a tax deduction for your contributions, defer tax on earnings on contributions (tax is ultimately paid when you start taking money from the plan, usually at retirement).
ii. If you have employees, you can gain employee loyalty for providing them with a retirement savings opportunity. 
2. Adopt an "accountable plan.
a. If you have employees and reimburse them for using their vehicles on company business, adopt an accountable plan to save them income taxes and save the company payroll taxes. 
3. This arrangement lets you reimburse an employee for business expenses without having to treat the reimbursements as income to them. 
a. Result: the reimbursements are not included in the employees' W-2 form (the employees are not taxed on the reimbursements) and the company saves payroll taxes (FICA and unemployment taxes) on these amounts. 
4. Defer income and accelerate deductions. 
a. There are several steps you can take near the end of the year to put off income into the next tax year and increase your deductions in the current tax year. 
b. In the last month of the year, send your bills out a few days later. That means getting paid a few days later in January of the next year and being able to defer the income, instead of getting paid in December of the current year and having to declare that income immediately. 
c. Similarly, one way to accelerate your deductions is to see what bills you have due in January and pay them before the end of December so that you can take that deduction during the current year.
5. Structure your business the proper way. 
a. This is the "single most overlooked aspect in tax planning." 
b. Most businesses that start out small don't change the structure of their business when they should. 
i. For example, if you have a closely held company in which the income passes through to you, the owner, those are usually set up as an LLC or an S corporation. While there is nothing wrong with those structures, you might be able to gain tax advantages by structuring your company as a C corporation, in which the first $50,000 of your income is taxed at a rate of 15 percent as opposed to a 35 percent rate if you're in the highest tax bracket.
6. Consider adding to employee benefits instead of raises. 
a. One way to save on taxes for you and your employees is to compensate them by increasing your contribution to their health insurance costs instead of giving them the same amount in terms of a salary increase."
i. The employer could give everyone a $400 a month raise but then the employee would have to pay income tax, FICA tax, and Medicare tax on those wages. The employer would have to pay the employer share of FICA, Medicare and may have to pay federal and state unemployment taxes as well," he says.
1.  "Let's say the employer went to employees and said, 'Instead of giving you $400 more, the company is going to pay $400 more for your medical insurance. That eliminates the income tax, FICA, Medicare and unemployment taxes." The employer saves and the employee saves.
Summary                                                                                                        

Evaluation

Individual Learning Activity

Lesson:
What Taxes Do You Owe?
Assignment:
Choose one of the topics below and research it. Write a report on your findings that answers the question or explains the concept and shows why it is relevant to your life.


           
1.
Analyze the importance of managing income taxes.





2.
Complete an e-z income tax return.





3.
Complete documents necessary to receive a paycheck (W-4, etc.).





4.
Explain payroll deductions.





5.
Distinguish between tax deductible and non-tax deductible business expenses.





6.
Create a strategy to minimize taxes and maximize income.

Minimum Requirements:
1. Paper must be typed in 12 point font and at least one page in length. The paper may be double-spaced. 

2. At least two credible references must be properly cited.

3. All work must be original. No plagiarism! Any use of  

another’s ideas without giving credit will result in a zero.

4. Papers will be graded on content (amount of good information, accuracy, etc.) and mechanics (grammar, spelling, and punctuation.)

Due Date:

Points/Grade Available:

Individual Learning Activity Rubric

	Content - offers current information on the topic chosen, thoroughly covers each aspect of the question, and demonstrates understanding and mastery of the lesson. The paper should include information and issues of state and local importance.
	35 pts.



	Critical Analysis - logical process of analyzing and reporting information that examines and explains the topic selected. The paper should go beyond simply listing facts and must include why the concept is relevant to the student’s life. 
	25 pts.

	Organization- The paper should have an orderly structure that demonstrates a logical flow of ideas.
	15 pts.

	Mechanics- spelling, grammar, punctuation, font size, double spacing, citation, etc. Essentially, the paper should meet all specifications and be executed following rules of proper written English.
	15 pts.


Group Learning Activity

Lesson: 
What Taxes Do You Owe?
Assignment: 
Choose one of the topics below and research it. With your group, prepare a presentation to teach the class your concept.



         

1.
Analyze the importance of managing income taxes.





2.
Complete an e-z income tax return.





3.
Complete documents necessary to receive a paycheck (W-4, etc.).





4.
Explain payroll deductions.





5.
Distinguish between tax deductible and non-tax deductible business expenses.





6.
Create a strategy to minimize taxes and maximize income.

Your presentation should include the following:
1. A lesson plan outlining exactly what your group will teach and how the information will be taught

2. A Power Point of at least twelve slides

3. Notes containing the information the class will be responsible for (these can be printed and given to the class, written on the board, or part of the Power Point). A copy of the notes will be turned in to the instructor.

4. Some type of interactive activity for the class (game, problem solving activity, interactive model, etc.)

5. Your group must also prepare an assessment for the class. This assessment can be written or oral, but should show the instructor that the class understands and has retained the material being taught.

Due Date:

Points/Grade Available:

All work must be original. No plagiarism! Any use of  

another’s ideas without giving credit will result in a zero.

Group Learning Activity Rubric

	Lesson Plan – The group submits a thorough, detailed lesson plan highlighting the content and organization of their lesson.
	10 pts.

	PowerPoint – The group presents a Power Point of at least twelve slides that contains information and pictures vital to the lesson with additional information or examples for enhancement.
	20 pts.

	Interactive Activity – Some type of interactive activity is used to help teach the lesson. The activity should contribute to the mastery of content and involve the entire class in some way.
	15 pts.

	Assessment – A fair, thorough assessment is prepared and administered based on the information presented to the class. Poor grades on the assessment by a few members of the class are excusable, but if the entire class has difficulty, the points awarded in this category may be lowered at the discretion of the instructor.
	   15 pts.

	Content – The group should cover the concept (within reason) in entirety. The group may study actual lesson plans to help decide what should be emphasized.
	    25 pts.

	Overall Effect – The group is prepared, enthusiastic, and interesting, and the lesson flows smoothly. 
	    15 pts.


Presentation Learning Activity
Lesson:
What Taxes Do You Owe?
Assignment:
Choose one of the topics below, research it, and prepare a presentation that answers the question or explains the concept and shows why it is relevant to your life.



          

1.
Analyze the importance of managing income taxes.





2.
Complete an e-z income tax return.





3.
Complete documents necessary to receive a paycheck (W-4, etc.).





4.
Explain payroll deductions.





5.
Distinguish between tax deductible and non-tax deductible business expenses.





6.
Create a strategy to minimize taxes and maximize income.

Minimum Requirements:
Oral Report Option

1.   Write a paper on one of the topics and orally present your work to the class.

2.   Paper may be double-spaced and should be at least one page in length, resulting in a two to five minute presentation. 

3.   At least two references must be properly cited. 

4.   The presentation of the report will be graded secondary 

      to the content of the paper.

PowerPoint Option
1. Presentation should be at least ten slides in length

2. Presentation should include at least four photos.

3. Presentation should be two to five minutes in length.

4. Grammar and spelling will be graded by the same standards as any other written assignment.

5. At least two references must be properly cited.

Poster Option:

1. Prepare a poster that answers/explains one of the topics. You will present your poster to the class.

2. Your poster should include both text and graphics that help communicate your research.

3. At least two sources of information should be properly cited on the back of the poster.

4. Neatness and appearance of the poster will be graded.

5. Poster presentation should last two to five minutes.

Due Date:

Points/Grade Available:

For all presentations: All work must be original. No plagiarism! Any use of another’s work or ideas without giving proper credit will result in a zero.
Presentation Learning Activity Rubric

	Content- offers current information on the topic chosen, thoroughly covers each aspect of the question, and demonstrates understanding and mastery of the lesson. The presentation should include information and issues of state and local importance.
	40 pts.

	Critical Analysis/Organization – The presentation shows a logical process of analyzing and reporting information that examines and explains the topic selected. The presentation should go beyond simply listing facts and must include why the concept is relevant to the student’s life.
	20 pts.

	Presentation – The student makes a genuine effort to present, not just read the material. The student should present with confidence using techniques like eye contact and voice inflexion to make his or her point. Although content takes precedence over presentation, the experience of successfully presenting in front of a class is part of the basis of this assignment.
	25 pts.

	Mechanics- spelling, grammar, punctuation, font size, double spacing, citation, etc. Essentially, the presentation should meet all guidelines set forth and should be executed in proper written English. For the poster, this includes neatness and appearance.
	15 pts.


Teacher Notes
Essential Question: 
Why do I have to pay Income Taxes?
Vocabulary
Cash

Accrual

W-4
Payroll
FIC


Course: AG-AML – 01.412  Agribusiness Management and Leadership

Unit 3, Lesson 4

6
Revised June 2010

