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Answer all the following questions

Question One:Write the correct answer by choosing (T) or (F) (3 Marks)
1. (

) The payment of tax to the governmental authority is required by law.

2. (

) All items that meet the definition of income are taxed, without regard to the cost of collecting
theinformation.
) Gross income includes all income realized from whatever source derived, unless specifically
excluded.
) Regressive Rate Structure defined as a tax in which the average tax rate increases as the tax
baseincreases
) The marginal tax rate equal to the total income tax divided by the taxpayer’s economic income

3. (
4. (
5. (
6. (

) If a tax rate structure is progressive, the marginal tax rate will behigher than the average tax rate
as the tax base increases.

Question Two:(2 Marks)
Sami is an employee of Fred's. During the current year, Sami salary is $124,000. Fred’s net selfemployment income is also $124,000. Calculate the Social Security and self-employment taxes paid by
Sami andFred given thatMaximum wage base for OASDI tax is $ 106,800.

Question Three:(5 Marks)
A taxpayer has $103,000 of taxable income for the current year. Determine the total tax, the marginal
tax rate, and the average tax rate if the taxpayer isa:
a. Singleindividual.
b. Marriedcouple.

Question Four:(5 Marks)
Based on the following information, what are the taxable income and tax liability for a married couple?
Total income
Excludable income
Deductions for adjusted gross income
Deductionsfromadjustedgrossincome
personal and dependency exemption

$105,000
3,000
3,500
9,500
3,700
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