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Financial Algebra Review Topics WS #1 (Chapter 6 and 7)

True/False
Indicate whether the statement is true or false.

 1. Employers are usually charged a flat fee to place classified ads in the newspaper.

 2. Social Security tax is paid on all your income while Medicare tax is paid up to the maximum taxable income 
amount.

 3. Blinko’s charges $24.99 to print 100 top-quality single-page resumes. Each additional 50 copies cost $10. This 
cost, r(x) written as a piecewise function is:

r(x)
24.99 when x is an integer and x  2

24.99 + 10(x  2) when x is an integer and x  2








 4. The purpose of worker’s compensation is to offer benefits to eligible employees that have become unemployed.

 5. Bruce is paid semimonthly so he receives 24 paychecks a year.

 6. McKenzie sells textbooks. She receives 7% on her first $1,000 in sales and 15% on the balance of her sales. If her 
sales in one month were $14,500, she would earn $2,025 in commission.

 7. Jim was offered a job as a computer programmer making 65K per year. Another company offered Jim a position 
earning $1,200 a week. The job with the 65K salary pays more.

 8. Royalty is a percentage paid on the money earned from sales on items such as tickets, books, artwork, and music 
CDs.

 9. Cherie accepted a job through an employment agency. The job pays $1,100 a week. The agency charges 30% of 
her first 4 weeks pay. To find the amount she owes the agency, she should multiply her first four weeks’ salary by 
0.03.

 10. The filing status of head of household is for married taxpayers who have dependents.

 11. Schedule A can be filed with any tax form to itemize deductions for items such as property taxes and charitable 
contributions paid.

 12. A W-2 is an income statement that lists any money earned from interest.

 13. An income tax filer who is single or married filing jointly, with no dependents and income less than $100,000, 
may be able to file a 1040EZ form.

 14. The long form, also called a 1040, is the only form that a filer can use if they have interest income from dividends, 
alimony, or prize money.

 15. In a progressive tax system, taxes decrease as income increases.

 16. An exemption is an allowable amount that reduces a person’s taxable income. Examples of an exemption are the 
taxpayer themselves and their dependents.

 17. Income tax is paid on earned income such as wages and tips. Income tax is also paid on unearned income such as 
interest, dividends, rental income, capital gains, and winnings.

 18. Tax tables list taxable income in intervals.
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 19. The Mancuso family consists of 5 children, two parents, and a live-in great aunt. Mr. Mancuso supports each 
family member, therefore, he can take 8 exemptions on his 1040 tax form.

Multiple Choice
Identify the choice that best completes the statement or answers the question.

 20. In 2008, Yolanda paid $3,875 in Social Security tax. If the Social Security tax rate was 6.2% to the maximum 
income of $94,200 that year, what was Yolanda’s taxable income?
a. $6,250 c. $62,500
b. $38,750 d. $66,375

 21. What is Medicare?
a. Unemployment  insurance for workers who involuntarily lose their jobs.
b. Health benefits and compensation for workers who get injured on their jobs.
c. Benefit pay to workers who retire, become disabled, or to their survivors if they die. 
d. Health insurance for the disabled and for people over 65.

 22. In 2005, Lee began working as a nurse anesthetist with a taxable income of $119,000. The Medicare tax was 
1.45% and the Social Security tax rate was 6.2% to the maximum income of $90,000 that year.  How much did 
Lee pay in FICA taxes in 2005?
a. $9,103.50 c. $5,580.00
b. $7,305.50 d. $1,725.50

 23. Catalina works part-time at a bakery earning $7.50 an hour. In the last five days, her time card shows that she 
worked 3.3, 2.9, 4.0, 3.5, and 2.1 hours. What is her gross pay for the five days?
a. $118.50 c. $122.50
b. $119.50 d. $125.50

 24. Miquel pays $47 semimonthly for health insurance which is 15% of the total cost. His employer pays the rest. 
What is the total cost to the nearest dollar of Miquel’s health insurance?
a. $1,327 c. $5,485
b. $3,260 d. $7,520

 25. This piecewise function represents the Social Security taxes for 2009. How much did Rachel pay in Social 
Security tax if she earned $102,000 in 2009?

f(x)
0.062x when 0 < x  106,800

$6,621.60 when x  106,800








a. $6,824.60 c. $6,324.00
b. $6,355.10 d. $6,220.00

 26. Federal and state laws provide rules on the lowest hourly rate that can be paid to a worker in the United States. 
What is that rate called?
a. regular hours c. double-time
b. minimum wage d. maximum wage

 27. Pimmi gets paid $0.50 for the first 100 craft kits that she assembles. She earns $0.75 for each kit over 100. This 
week she assembled 135 kits. How much did she earn?
a. $67.50 c. $76.25
b. $72.50 d. $101.25
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 28. Michelle receives 32K per year as an assistant fast food manager. Her benefits include health insurance, paid 
holidays, retirement contributions, and a 2-week paid vacation each year. Because she wears a uniform, Michelle 
calculates that she saves $2,500 on clothing costs per year. She constructed this table to show the value of each 
benefit. What is her annual salary, including benefits?

Benefit Value
Health Insurance $8,250
Paid Holidays $920
Retirement 
Contributions

$4,500

Paid Vacation $1,230
Uniform Supplied $2,500
  
a. $32,000 c. $4,690
b. $42,400 d. $49,400

 29. Jennifer’s employer withholds $1,500 of her pre-tax wages in a plan that Jennifer can use to pay for unreimbursed 
medical expenses, childcare, and parental care. What is this plan called?
a. individual retirement account c. deferred compensation plan
b. flexible spending account d. medical spending account

 30. Lynn is a single mother with two children. She qualifies to file as head of household. Her total income before 
deductions was $38,900 last year. Her total deductions were $11,450. Her employer withheld $3,150 from her pay 
for tax. Use the tax table below. How much more will Lynn owe in taxes?

a. $570 c. $407
b. $563 d. $399
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 31. John and Loretta Smith are in the 28% tax bracket. Their joint taxable income is $134,899. If the first $16,050 is 
taxed at 10%, with the remainder at 28%, how much tax will they owe?  
a. $29,371.72 c. $34,882.72
b. $30,271.75 d. $38,724.75

 32. Look at the W-2 below. What is the total amount of federal, state, and local taxes that were withheld?

a. $13,830.25 c. $19,679.38
b. $18,669.38 d. $23,955.64

 33. Roland had $10,500 in medical expenses last year and has no medical insurance. The IRS allows medical expense 
deductions for the amount that exceeds 7.5% of a taxpayer’s adjusted gross income. If Roland’s adjusted gross 
income is $31,000, how much can he claim as a medical deduction?
a. $10,500 c. $7,500
b. $8,175 d. $750

 34. Janine rented an apartment for $900 a month. After a year, she bought a house with a monthly mortgage of $1,250. 
At the end of the year, she is able to deduct $4,900 in real estate taxes and $8,400 in interest. Janine’s taxable 
income is $42,000. Using the tax schedule below, how much was she able to save on her taxes due to her home 
ownership?

a. $2,940.00 c. $3,903.75
b. $3,101.25 d. $6,843.75
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 35. Conrad and Jill have a taxable income of $63,670. They discovered that they are able to receive a $1,500 tax credit 
for purchasing an energy efficient furnace. How will this tax credit affect their taxes? 
a. The tax credit will increase their taxable income by $1,500. 
b. The tax credit will reduce their taxable income by $1,500. 
c. The tax credit is added to the tax owed, not the taxable income. 
d. The tax credit is subtracted from the tax owed, not taxable income. 

 36. Dawn is verifying the accuracy of her paycheck. She earns $12 an hour and works 40 hours each week. Her 
biweekly deductions are Social Security 6.2%, Medicare 1.45%, federal withholding tax $73.25, state withholding 
tax $22.50, and health insurance $37.47. What is her net pay if she is paid biweekly? 
a. $753.34 c. $784.34
b. $779.44 d. $826.78

 37. Which statement is NOT true about the differences between the income on a W-2 and that on a 1099 form?
a. 1099 income is untaxed where the income on a W-2 is already taxed.
b. A 1099 form is for income other than wages.
c. The income on a 1099 is money from interest, royalties, rents, and more. 
d. The 1099 income is not reported to the IRS while the W-2 income is reported. 

Short Answer

 38. Marcus earned $54,000 last year when the Social Security tax was 6.2% of income up to $94,200. His Medicare 
tax was 1.45%. How much did he pay in Social Security and Medicare taxes last year?

 39. Maryanne began a job that gives her 3 days of vacation each year she is employed, up to a maximum of 24 days of 
vacation time. How many years will she be at the company before she reaches the maximum amount of vacation 
time?

 40. Mrs. Brown has been working in a factory for 28 years. She is preparing to retire. Her pension is calculated on the 
average of her last 3 years’ salaries where she earned $38,592, $37,590, and $37,010. Her employer will give her 
1.8% of that average for each year she worked. Calculate her pension.

 41. Juanita gets paid for every apron she embroiders. Last week she earned $185. If she earns $2.50 for each 
embroidered piece, how many aprons did she embroider last week?

 42. Singh works at a restaurant where he is paid by the hour plus time-and-a-half for his hours over 40. Last week he 
worked 3 hours overtime and his gross pay was $380.48. What is his hourly wage?

 43. If Leona receives her paycheck biweekly, how many checks does she receive in a year?

 44. Nancy was laid off and applied for unemployment benefits in July. In her state, the weekly unemployment benefit 
is 55% of the 26-week average of the two highest-salaried quarters of the year leading to her application. In April, 
May, and June, Nancy earned a total of $13,500. In January, February, and March her total income was $12,775. 
What will Nancy’s weekly benefits be?

 45. Emily wants to have her resume printed. The printing company charges $24.50 for the first 100 resumes, and then 
a flat rate for each additional 100 resumes. Emily pays $48.50 for 300 resumes. How much is the flat rate after the 
first 100 resumes are purchased?
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 46. Lisa is a single taxpayer whose total income before deductions is $57,392. She was able to reduce her total income 
by $9,347 by filing Schedule A. Use the tax rate schedule below. How much did she save using Schedule A?

 47. What is the difference between a tax credit and a tax deduction?

 48. Chris’ taxable income is $60,709. She is married, filing jointly. What is her tax?

 49. What is the term for a Wage and Tax statement and what is its purpose?

 50. Kathy and Jeff Miller have a combined income of $93,366. They have 1099 forms which report $1,200 in interest. 
They also have $4,922 income from rental property. They are able to reduce their income by $3,500. What is their 
adjusted gross income?
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 51. Abraham is a single taxpayer with no dependents. He received $297 in bank interest and $1,500 for a educational 
expenses deduction. His charitable contributions were $2,000. 
Use the information to complete the table below: Wages, tips, and other compensation: $47,513; Social Security 
Wages: $47,513; Medicare wages: $47,513; Federal tax withheld: $4,325; State tax withheld: $2,790. Assume 
$3,500 per exemption and use the tax rate for the income interval for $32,550 to $78,850 of $4,481.25 + 25% for 
taxable income over $32,550.

Total itemized deductions $
Interest $
Adjusted gross income $
Taxable income $
Tax due $
Tax owed $

 52. Nancy does her taxes herself. She filled out this portion of Schedule A below to deduct her mortgage interest of 
$7,310, her real estate taxes of $3,988, and her state income taxes of $4,080. What error did Nancy make? 

 53. Maria and Juan are married, filing jointly. Their taxable income is $154,849.  Use the table below to write an 
equation to determine their tax. Then calculate their tax.

 54. What word is synonymous for take-home pay?
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 55. A single mother who files head of household pays a tax of $10,881. Use the table to find her taxable income 
interval.
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Financial Algebra Review Topics WS #1 (Chapter 6 and 7)
Answer Section

TRUE/FALSE

 1. ANS: F
Employers are usually charged per line of text for classified ads.

 2. ANS: F
It is the opposite; Medicare tax is paid on all your income while Social Security tax is paid up to the maximum 
taxable income amount.

 3. ANS: T
 4. ANS: F

Worker’s compensation pays benefits to injured workers.
 5. ANS: T

True; semimonthly is 2 checks a month for 12 months.
 6. ANS: F

0.07  1,000 = $70; 0.15  (14,500 – 1,000) = 2,025;
She would earn 2,025 + 70 = $2,095 in commission.

 7. ANS: T
65,000 ÷ 52 = 1,250 > 1,200

 8. ANS: T
 9. ANS: F

She should multiply the first four weeks’ salary by 0.3 not 0.03.
 10. ANS: F

Head of household is for single filers with dependents.
 11. ANS: F

Schedule A can only be filed with form 1040.
 12. ANS: F

W-2 is a Wage and Tax Statement and gives information on income and withholding amounts.
 13. ANS: T
 14. ANS: T
 15. ANS: F

In a progress tax system, taxes increase as income increases.
 16. ANS: T
 17. ANS: T
 18. ANS: T
 19. ANS: T

MULTIPLE CHOICE

 20. ANS: C
$62,500; 0.62x = 3,875; x = 62,500

 21. ANS: D
Medicare benefits are available to workers who pay into the program either when they retire or if they become 
disabled.
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 22. ANS: B
$7,305.50; (119,000  0.0145) + (90,000  0.062) = 7,305.50

 23. ANS: A
$118.50; (3.3 + 2.9 + 4.0 + 3.5 + 2.1)  7.50

 24. ANS: D
47  24 = 1,128; 1,128 ÷ 0.15x; x = $7,520

 25. ANS: C
$6,324; 102,000  0.062

 26. ANS: B
 27. ANS: C

0.5  100 = 50 + (35  0.75) = $76.25
 28. ANS: D

8,250 + 920 + 4,500 + 1,230 + 2,500 + 32,000 = 49,400
 29. ANS: B
 30. ANS: D

3,549  3,150 = $399
 31. ANS: C

(16,050  0.1) + 0.28(134,899  16,050) = 1,605 + 33,277.72 = $34,882.72
 32. ANS: C

13,830.25 + 4,839.13 + 1,010.00 = $19,679.38
 33. ANS: B

31,000  0.075 = 2,325; 10,500  2,325 = $8,175
 34. ANS: A

Find the difference between her taxes in the past and her current taxes.
Before: 4,481.25 + 0.25(42,000 – 32,550) = $6,843.75
With house: 42,000  (4,900 + 8,400) = 28,700; 802.50 + 0.15(28,700  8,025) = 3,903.75
6,843.75  3,903.75 = $2,940.00

 35. ANS: D
Tax credits are deducted from the tax owed once the tax is calculated. Tax deductions are deducted from the 
taxable income before the tax is calculated.

 36. ANS: A
12  40  2  960; 960  (960  0.062)  (960  0.0145)  (73.25  22.50  37.47)  $753.34

 37. ANS: D

SHORT ANSWER

 38. ANS: 
$4,131; 54,000(0.062 + 0.0145) = $4,131

 39. ANS: 
24 = 3x; 8 years

 40. ANS: 
($38,592 + $37,590 + $37,010) ÷ 3 = 37,730.67  0.01 = 679.15   28 = $19,016.26 per year until her death.

 41. ANS: 
74 aprons; 185 ÷ 2.5 = 74

 42. ANS: 
$8.55 per hour; 40x + 3(1.5x) = 380.48
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 43. ANS: 
26

 44. ANS: 
$555.82; (13,500 + 12,775) ÷ 26 = 1,010.58; 1,010.58  0.55 = 555.82

 45. ANS: 
$12; 48.50 – 24.50 =  24; 24 ÷ 2 = 12

 46. ANS: 
$2,336.75; 9347  0.25 = 2,336.75

 47. ANS: 
Tax credits are subtracted from your tax after you look up the tax owed on a tax table. Deductions are subtracted 
from your taxable income before you look up the tax you owe on a tax table.

 48. ANS: 
$8,306

 49. ANS: 
W-2; The purpose is to report wages and federal tax, medicare, and other deductions from income.

 50. ANS: 
$95,988; 93,366 + 1,200 + 4,922 – 3,500 = $95,988

 51. ANS: 
 
Total itemized deductions $6,290
Interest $297
Adjusted gross income $41,223
Taxable income $37,723
Tax due $5,774.50
Tax owed $1,449.50
Itemized deductions: 1,500 + 2,000 + 2,790
Adjusted gross income: 47,513  6,290 
Taxable income: 41,223  3,500 
Tax due: 4,481.25 + 0.25(37,723  32,550)
Tax owed: 5,774.50  4,325

 52. ANS: 
Line 10 should be the sum of lines 10 through 14, which is $7,310. It should not include line 9.

 53. ANS: 
$32,101.72; 25,550.00  0.28(154,849  131,450)  $32,101.72

 54. ANS: 
net pay

 55. ANS: 
Her taxable income is at least $63,250 but less than 63,300.


