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Type background information below:
· The Federal Tax rate they take out of your paycheck is 7.65%. Medicare = 1.45%. Social Security = 6.2%.
· All income earned up to a certain amount (called the Social Security tax wage base amount) is taxed the normal 7.76%. Any income above that is taxed the 7.65 on the SS tax wage base amount, then the extra money is taxed an additional 1.54%. This results in the person only having an effective rate of about 4.76%.
· Your employer matches your payment for Medicare and social security.
·  The Social Security Tax Wage Base Amount for 2010 was 106,800.
· There is also Federal Income Tax Withholding. This is based on your marital status, payroll period, and how much you make. The amount that is withheld is summarized in Income Tax tables.
· When you file for your taxes at the end of the year, you summarize how much money you’ve made and how much taxes you’ve paid. If you’ve paid too much, you get a tax refund. If you’ve paid the bare minimum, you neither receive nor lose money. If you haven’t paid enough, you pay those taxes to the government.
