Project 14
Federal Income Tax

Calculating Income Taxes

When you receive your first paycheck, you may be surprised to see that the
amount you earned is less than you expected. This is the result of payroll
deductions affecting your paycheck. Payroll deductions are amounts taken
out of your pay for taxes. Income taxes are taxes imposed on individuals
that vary with the income or profits of the taxpayer. Taxes are used to pay
for services such as education, health care, and the military, to name a few.
When you review your paycheck, you'll see income tax deductions including
Federal income tax, State income tax, Social Security tax, and Medicare tax.
Federal income tax is collected by the U.S. government and imposed by
the Internal Revenue Service (IRS) based on tax tables. State income tax is
collected by individual state governments and is based on a percentage of
your income. Social Security tax is paid by both the employer and employee
to fund the Social Security system. Medicare tax is used to pay for the
Medicare (health) program provided to individuals over the age of 65. When
you know how payroll deductions and taxes impact your paycheck, you will
understand where your money is going and what your actual take-home
(net) pay will be.

Using Google Sheets, you
will use formulas to calculate

payroll wages for movie
theater employees.
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As a student in the Workforce Experience program at your school, you have been shadowing the manager of the
local movie theater. One of the manager's responsibilities is to calculate payroll every Friday. The manager has
asked you to create a spreadsheet with tax deductions to calculate the wages earned by each employee.

1. Open the Financial Literacy folder and create a new Google Sheet.

2. Rename the spreadsheet Project 14 Payroll Wages.



3. Asyou complete this project, refer to Figure 14 for the content to include in the spreadsheet.

4. Keythe data into the spreadsheet left aligned as shown.
Hint: Format column E as a number displaying 2 decimal places.
Hint: Resize columns as needed to display the data.

5. Calculate GROSS PAY, all tax deductions, and NET PAY for the first employee as follows:

a.

€.

GROSS PAY = HOURS WORKED x HOURLY RATE
In cell F10, key =D10*E10

FEDERAL TAX = GROSS PAY x 10%
In cell G10, key =F10*10%
Hint: This is estimated based on the IRS tax table.

SOCIAL SEC. TAX = GROSS PAY x 6.2%
In cell H10, key =F10*6.2%

MEDICARE TAX = GROSS PAY x 1.45%
in cell 110, key =F10*1.45%

STATE TAX = GROSS PAY x 4.63%
in cell J10, key =F10%4.63%

Hint: This percentage is based on the state of Colorado.

NET PAY = GROSS PAY - the sum of all deductions.
in cell K10, key =F10-(G10+H1 0+110+J10)

........................

.......................................

............................................................................................................

8. Format rows 1-8 as bold.

9. Carefully proofread your work for accuracy.

.......................................................

........................................................................

..............................................................................................................................................................................................................................................

10. Change the page orientation to landscape and scale to fit to page.

11. Remove all headers and footers.

12. Share or print the spreadsheet if required by your instructor.

GoogleApps for Learning Financial Literacy
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