Understanding Taxes
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Theme 6: Understanding the IRS
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Congress has set a goal
that 80% of all tax returns
be filed electronically by
the year 2007.
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The Sixteenth Amendment
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The Congress shall have the power
to lay and collect taxes on incomes,
from whatever source derived,
without apportionment among
the several states, and without regard

to any census or enumeration.
—The 16th Amendment to the

L Constitution of the United States
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Important People in Tax History
e Lord CharlesTownshend
e Alexander Hamilton

 Abraham Lincoln
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Important People in Tax History

o William Wilson

e Oscar W. Underwood

 Franklin D. Roosevelt
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Important People in Tax History

e Harry S. Truman

e Shirley Peterson
e William J. Clinton
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Voluntary Compliance

» Correctly calculate

« Keep necessary records

« Report income accurately

tax liability U

-1040E1-

e File returns
on time /
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Understanding the IRS

e Taxes are
withheld based
on Form W-4
Information

Pay-As-You-Go Withholding

« Taxes are paid as income Is earned

-------------------------- Cut here and give Form W-4 to your employer. Kesp the top part for your recorda,  —----------------m--mmmmmo-

o W4 Employee’s Withholding Allowance Certificate

Dapartment of 1he Treasury B Whethar you are antitied to claim a certaln number of allowances or & empton trom withholding Is
rbamal Reverue Bervice subject to review by the IRS. Your amployar may be required to sand a copy of this form to the IRS.

1 Type or pirt your first nams and mkddie Iniial. | Lest name ‘ 2 Your social securlty number
f '
H

Home addrass (number and strest or rurdl fouts) # O aingle O marmed 0] maried, but withhokd at higher Singke rate.

Hote, If marmed, bullegaly separaied, or spodss ks @ nonrsekdent alen, check the "Sngle” box.

City or town, state, and ZIF code 4 i your last name differs Trom that shown an your soclal sacurlty card,

chack hare, You must call 1-800-T72-1213 for a replacement card, B[]

5 Total number of allowancsa you are claiming ifrom line H above or from the applicable worksheet on page 2) Ii
6 Additional amourt, if any, you want withheld from each paycheck . . -
T lclaim exemption from withhalding for 2007, and | certify that | meet Doth Uf the follcr.\'lng mndmuw for emmp‘tlon
® Laat year | had a rght to a refund of all federal income tex withheld becauses | had no tax liability and
® This year | expect a refund of all federal income tax withheld becauss | expect to have no tax liability.

6%

If you mest both conditiore, write "Ewempt” here . . . . . . . PP |?|

Unidsr penalties of perjury, | declare that | have sxamined this certifizats and ta e best of rn;. kroadedgs and :-:.uer it Is trus, comest, and complets.
Employss's signature

Form ie not velid

unlese you sign it.) B Date &

&  Employars name and addrees [EMplayer Gomplets INss & and 10 only I sending to e IRS) | 9 Ofics coos [pdona) | 10 Employer KEntncation rumber [EIN)
|
H

For Privacy Act and Papemwork Reduction Act Notice, see page 2. Cat. Mo, 102200 Form W-4 2007
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Form W-2

e Shows how much employees earn

e Copy must be
attached to tax |
return ‘

2decd | ' i R ‘ BT

14 Oing e 3
24 ‘
i Teicyss's address and 7|
15 e Erployers staie 10 nember T8 ke wages. by, ix ‘17 CTeTeTe——— ‘-e cl wages, lps, e | 19 Local ncene e | 20 Loty nans

|
o W2 statement 2007

.
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Financial Record

Keeping

Qo000 0

1 §1285 & 555
2 5 250 $ 0
3 i 20 4 oBb
4 §39m ¢ 34
5 $ 500 % 500
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Financial Record Keeping

Save:
* Paycheck stubs

e Bank statements

 Completed tax returns and forms
e Warranty information

* Recelpts

e Credit card statements

.
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Financial Record Keeping

Store items in:
* Envelopes or accordion file

 Filing cabinets
o Computer
o Safety deposit boxes

1



_ Understanding the IRS \] ) =

Tax Liability  gaductions

xax payments
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Methods of Tax Return
Preparation

 Electronically

e Tax Preparation Software

e Manually
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Electronic Tax Preparation
and Transmission
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Methods of Electronic Tax Preparation
and Transmission

e Personal Computer
e Tax Professional
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Refunds




