
Taxes and Your Paycheck 



Goals 

  Describe Payroll Taxes and Withholding 
  Understand a paycheck stub 
  Understand the Form W-4 



Payroll Taxes 

  Taxes based on the payroll of a business 
  Largest part of federal gov’t revenue 
  Based on total employee payroll earnings 
  Paid by employee/employer 

–  Income taxes 
–  Social security taxes 
–  Medicare taxes 



Income Taxes 

  Taxes you pay on most kinds of income you 
receive 
–  Not a fixed percentage 
–  Based on taxpayer financial & family situation 
–  You are responsible to calculate what you owe 



FICA Taxes   

  Federal Insurance Contributions Act 
–  Supports social programs 
–  Includes social security and medicare 

–  Online Resource/FICA 



Withholding 

  The process of an employer deducting 
payroll taxes from an employee’s paycheck 
–  Used to prepay income/social security taxes 
–  Allows gov’t to collect taxes at a steady rate 
–  Makes it more likely people will pay their taxes 
–  Spreads out tax payments over time 



Your Pay Stub   

  Attached to your paycheck  
–  Shows gross income/withholding/net income 

  Includes itemized amounts for each withholding item 

  Gross Income—amount earned before taxes/
witholding 

  Net Income—amount you receive after 
withholdings are subtracted 



Sample Pay Stub 



Student Activity 

  Pay Stub/Tax Withholding Worksheet from Instructor 
–  Calculate amount of gross pay, deductions, net pay for various 

employees 
–  State Tax Withholding Tables 

http://www.ksrevenue.org/pdf/forms/kw100.pdf 
–  Federal Tax Withholding Tables 

  http://www.irs.gov/pub/irs-pdf/p15t.pdf 
 

     



Form W-4 

  Required form provides information employer 
needs to determine amount of withholding. 
–  Amount withheld depends on 

  Gross income 
  # of allowances (people you support) 

–  Employee completes when hired 
  Update as life situation changes 



Sample Form W-4 



Allowances 

  The number that reduces the amount of 
money withheld from your paycheck 
–  Larger allowances result in less money withheld 
–  Lower allowances result in more money withheld 
–  Make as Accurate as possible 



Your Responsibility 

  You are responsible to withhold the correct 
amount. 
–  You may be fined if not enough withheld 



Withholding Too Much 

  Students often withhold too much as their 
hours worked/paycheck earned varies over 
summer breaks and during school year. 

  Some choose to have extra withheld as a 
way of savings 
–  Generally considered a bad idea—gov’t uses  

your money all year and does not pay you 
interest. 



Withholding Too Little 

  You can be fined if not enough withheld. 
  Solve this by 

–  Send extra payment to IRS 
–  Claim fewer allowances 
–  Have extra amount withheld 



IRS Activity 

  Activity:  Students download and complete 
form W-4 from irs.gov 

  


