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Appendix A:  Harry and Diana’s Taxes 

Harry R Client is Barry’s brother.  Harry is married to Diana, and they have two daughters, Lori and 
Patricia.  Harry and Diana both work, although he was unemployed at the beginning of the year.  Below 
are their federal income tax forms and documents from 2015; use these to complete the 1040 Review 
Worksheet and What Will You Do  to see Harry and Diana’s true tax position.  Then complete a new 
IRS Form W-4 for each. 

Harry’s W-2 
a  Employee’s social security number 

   XXX-XX-XXXX OMB No. 1545-0008 
This informaiton is being furnished to the Internal Revenue Service.  If you 
are required to filie a tax return, a negligence penalty or other sanction may 
be imposed on you if this income is taxable and you fail to report it. 

b   Employer’s identification number (EIN) 

23-XXXXXXXX 

1  Wages, tips, other compensation 

22,888.50 
2  Federal income tax withheld 

3,502.00 

c  Employer’s name, address, and ZIP code 

THE NEW COMPANY 

123 BUSINESS ROAD 

NEW-TOWN, PA 180XX 

3  Social security wages 

25,567.00 
4  Social security tax withheld 

1,585.15 
5  Medicare wages and tips 

25,567.00 
6  Medicare tax withheld 

370.72 

7  Social security tips 8  Allocated tips 

d  Control number 

123456789 

9  10  Dependent care benefits 

e  Employee’s first name and initial      Last Name    Suff.  

HARRY R CLIENT 

123 WHERETHEYLIVE ST 

THEIRCITY, PA 180XX 

f  Employee’s address and ZIP code. 

13  Statutory      Retirement      Third-party 

  employee         plan                 sick pay 

  √ 

12a   See instructions for box 12 

14  Other 

HEALTH   1,218.00 

12b 

12c 

12d   2,678.50 

15  State    Employer’s state ID 

number 

 PA   │  23-XXXXXXX 

16  State wages, tips, etc.  

25,567.00 

17  State income tax 

784.91 

18  Local wages, tips, etc  

25,567.00 

19  Local income tax 

396.29 

6  Locality name 

TCTY 

Harry’s 1099-G 
PAYER’S name, street address, city or town, state or province, country , ZIP  
or foreign postal code, and telephone no.  

THE OLD COMPANY 

321 BUSINESS ROAD 

OLD-TOWN, PA 180XX 

1  Unemployment compensation 

4,308.00 

OMB No. 1545-0120 

Form 1099-G 

2  State or local income tax refunds, 
credits, or offsets 

PAYER’S federal identification number 

23-XXXXXXX 

RECIPIENT’S federal identification number 

   XXX-XX-XXXX 

3  Box 2 amount is for tax year 4  Federal income tax withheld 

RECIPIENT’S name 

HARRY R CLIENT 

123 WHERETHEYLIVE ST 

THEIRCITY, PA 180XX 

Street address (including apt. no.) 
City or town, state or province, country, ZIP or foreign postal code 

5  RTTA payments 6  Taxable grants 

7  Agriculture payments 8  If checked, box 2 is 
trade or business  
income 

9  Market gain 

Account number (see instructions) 10a  State 

PA 

10b  State identification no. 

23-XXXXXXX 

11  State income tax withheld 
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a  Employee’s social security number 

XXX-XX-XXXX OMB No. 1545-0008 
This informaiton is being furnished to the Internal Revenue Service.  If you 
are required to filie a tax return, a negligence penalty or other sanction may 
be imposed on you if this income is taxable and you fail to report it. 

b   Employer’s identification number (EIN) 

23-XXXXXXX 

1  Wages, tips, other compensation 

20,596.50 
2  Federal income tax withheld 

2,286.70 

c  Employer’s name, address, and ZIP code 

THE SAME COMPANY 

123 BUSINESS ROAD 

SAME-TOWN, PA 180XX 

3  Social security wages 

21,896.50 
4  Social security tax withheld 

1,357.58 
5  Medicare wages and tips 

21,896.50 
6  Medicare tax withheld 

317.50 

7  Social security tips 8  Allocated tips 

d  Control number 

123456789 

9  10  Dependent care benefits 

e  Employee’s first name and initial      Last Name     Suff.  

DIANA CLIENT 

123 WHERETHEYLIVE ST 

THEIRCITY, PA 180XX 

f  Employee’s address and ZIP code. 

13  Statutory      Retirement      Third-party 

  employee          plan                sick pay 

 √ 

12a   See instructions for box 12 

14  Other 

HEALTH   1094.80 

FSA  650.00 

12b 

12c 

1300.00 

12d 

15  State       Employer’s state ID  number 

 PA     23-XXXXXXX 

16  State wages, tips, etc.  

21,896.50 

17  State income tax 

672.22 

18  Local wages, tips, etc  

21,896.50 

19  Local income tax 

339.40 

6  Locality name 

TCTY 

This section intentionally left blank. 
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 P A  H O U S I N G  F I N A N C E  A G E N C Y
      EOR(2017) 

Participant: __________

Review Harry and Diana's 1040 (2015)

Income feels good, except when we have to pay taxes on it!  The IRS has many tools that will 
reduce taxable income and taxes owed especially when we invest in ourselves, take care of our 
health, and save for our future.  Sorting through the tools is complicated but can be easier with 
a basic understanding of key tax items.  In this worksheet, enter the numbers from your actual 
1040 or 1040A as indicated so you can see how the tools may help your situation. 

Key Item 
Your Numbers 

Where? Entry 

Filing Status 
It’s more like “family status” that affects 
deductions/credits, tax table, etc. 

See first section below 
name, address, and SS#’s 

Filing Status:  _________ 

Exemptions 

This is the number of people in your 
household that are supported with your 
income.   

See section below Filing 
Status # of Exemptions:  _____  

Income 
Everyone is subject to tax on income. 1040 line 22 -or- 

1040A line 15    
Total Income:  $___________ 

Adjustments 
Some expenses are encouraged and 
allowed to reduce income.  

1040 line 36 -or- 
1040A line 20 Adjustments:  $___________ 

Adjusted Gross Income (AGI) 
AGI is used for certain tax calculations. 1040 line 37 -or- 

1040A line 21 
AGI:  $___________ 

Deductions 
Certain other expenses are allowed to 
reduce income.   You are entitled to a 
deduction whether or not you have 
these expenses.   

 1040 line 40 -or- 
 1040A line 24 Deductions:  $___________ 

Exemptions 
Everyone entitled to income that is 
exempt from taxes.  

 1040 line 42 -or- 
 1040A line 26 

Exemptions:  $___________ 

Taxable Income 
This is the amount upon which the initial 
tax calculation is based.  

1040 line 43 -or- 
1040A line 27 

 Taxable  
Income:  $___________ 

**Compare your Total Income to Taxable Income** 

Calculate the percentage of your income that is actually subject to tax. 

(Taxable Income ÷ Total Income) x 100 =  ________% of Income Subject to Federal Income Taxes 

A p p e n d i x A-7
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 Appendix A -8 

 P A  H O U S I N G  F I N A N C E  A G E N C Y
      EOR(2017) 

Participant: __________

Key Item and Why 
Your Numbers 

Where? Entry 

Tax 
This is your initial tax calculation. 
 

 1040 line 47 -or-  
1040A line 30 

Tax:  $___________ 

Credits 

Certain expenses paid and savings 
qualify to reduce the taxes owed.    

1040 line 55 -or- 
1040A line 36  

Total Credits:  $___________ 

Other Taxes (1040 only) 
Taxes on special items  1040 lines 57-62 Other Taxes:  $___________ 

Total Tax  
The net total tax you owe for the year.  1040 line 63 -or-  

1040A line 39    
TOTAL TAX:  $___________ 

Payments 
Taxes that you have already paid 
towards your total tax during the year. 

1040 line 74 -or-  
1040A line 46 

Payments:  $___________ 

Refund or Payment Due 
The final result. 

  

1040 line 75 -or-   
1040A line 47   
 
1040 line 78 -or-  
1040A line 50   

Refund:  $___________  
 

Payment Due:  $__________ 
 

**Compare your Total Tax to Withholding** 

(1) If you are getting a refund, look at your withholding from wages (1040 line 64 –or- 1040A line 40) and 
compare it to your Total Tax. 
 

Federal income tax withheld from Forms W-2 and 1099  –  Total Tax 
 
If your Total Tax is less than your withholding, that means you are sending the IRS too much from your wages.  
For example, let’s say your Total Tax is $500 and your withholding is $2,900. Your comparison would look like 
this:    $2,900 - $500 = $2400 
 
If you get paid every two weeks, it means that you’re sending the IRS an extra $92 from every paycheck.  Think 
of what you could do with that $92 per check now instead of sending it to the IRS, to hold on to until the end 
of the year, when you have ask for it back by filing your federal tax return.   
 
You can make adjustments to your withholding by changing your W-4 Employee’s Withholding Allowance 
Certificate.  Your employer’s personnel department will have this form.  Visit www.irs.gov/individuals/IRS-
Withholding-Calculator to see what you should be claiming and submit the new form to your employer. 
 
Keep in mind that if you do change your withholding, your tax refund will be less.  Also, revisit your 
withholding on annual basis or if your family status changes to keep your withholding on track and are not 
surprised at the end of the year. 
 
(2) If you have a payment due, revisit your withholding if you would rather send the IRS a little more every 
paycheck than writing a check to them when you file your return.  There are penalties for not withholding 
enough, so you want to make sure your W-4 form is correct. 

http://www.irs.gov/individuals/IRS-Withholding-Calculator
http://www.irs.gov/individuals/IRS-Withholding-Calculator
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 P A  H O U S I N G  F I N A N C E  A G E N C Y
     EOR(2017) 

What Would You Do with Harry and Diana's Refund Amount?

Enter Harry and Diana's tax refund amount: __________

60% = $ _______ 

30% =  $ ______ 

10% = 
$ ______ 

HOWEVER I WANT:  

How much will I actually spend? $________ 

 For what?   _______________________ 

  _______________________ 

_______________________ 

NOW:  60% to spend on 
must-haves.  This includes 

paying off debt or taking care 
of necessities like rent or 
food.  This percentage may 
be higher if you have a lot of 
high-interest debt.) 

FOR LATER:  30% to save 
for your future and the 
unexpected.  This is to 

cover life’s emergencies or 
start up a long-term savings 
goal.  You could also save 
yourself from debt in the 
future by saving now. 

HOWEVER I WANT:  10% 
to spend on nice-to-
haves.  Use this money for 

things like shopping, giving 
money to relatives, or 
whatever is important to you 
and your family!   

NOW:  

How will I actually use for 
necessities? $____________ 

For what? 

_______________________ 

_______________________ 

_______________________

FOR LATER:   

How will I actually set aside? 
$____________ 

For what? 

_______________________ 

_______________________ 

_______________________

Source: Adapted from Spend Some, Save Some:  Making the Most of Your tax Refund. (CFED)

 Appendix A-9 

Participant: __________
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