Course:
01.411 Agricultural Business and Management

Unit 9:
Tax
Lesson 4:
Social Security and Benefits

QCC:
62, 64, 65, 70, 71, 75, 78
Objectives: 

1.
Recognize the purpose of social security.

2.
Calculate social security taxes for an employee and a self-employed person.  

Teaching Time:


5 Hours
References:

Deere and Company.  Farm and Ranch Business Management.  Moline, IL. ISBN: 0-86691-135-9.   
Farm and Ranch Business Management Student Guide
Materials and Equipment:

Pamphlets from Social Security Administration on the benefits and procedures for paying

Blank Form SE from IRS

Calculator


Teaching Procedure

Introduction and Mental Set

Much is said about social security.  Some praise the system.  Some say the system is doomed for failure.  Oftentimes, the purpose of social security gets lost in the discussions.  As a taxpayer, or future taxpayer, it is important for you to understand the purpose of social security.

Discussion

1.
Ask class members if they know anyone in their family that is receiving social security benefits.  

A.
As students answer, try to determine what type of benefit they are relating. 

B.
Develop a list of the types of benefits available.  

C.
They should include: 

· old age and survivor payments

· disability benefits

· hospital and medical benefits

2.
Lead students to decide what may happen to these people if social security was not available.

3.
Lead students to determine the requirements for paying social security on farm employees. 

A.
After students have read pages 9-13 through 9-16 in the text, ask them when a farmer must pay social security on farm labor. 

B.
The list should include; 

· the employee receives cash wages of at least $150 from any one farm employer during the year

· the employee works for any one farm employer on twenty or more days for cash wages computed on a time basis

· the employer pays wages of $2500 or more during the year to all employees

C.
No tax is due when:

· a spouse works for the other spouse

· a parent works for his or her child

· a child under 21 works for his or her parent

4.
Students should complete section II of the study guide for chapter 9 in the Student Guide. 
5.
Calculate social security taxes for an employee and a self-employed person.
6.
Have students review the Schedule SE example contained in the Farmers Tax Guide.
7.
Using a blank Schedule SE and information in the Farmers Tax Guide have students calculate the amount of social security for the income from the Schedule F developed in Lesson 1.

8.
Lead students in using the information on social security and medicare taxes in the Farmers Tax Guide, to compute the taxes that will need to be withheld from the employee and paid by the employer for several wage levels.  

Be sure to explain that one percentage is for social security tax, and the other is for the medicare portion.

9.
Have an employee of the local Social Security office or a CPA visit the class to describe the situations where agriculture businesses must pay social security.

Summary

Ask students to list the three purposes of social security.

Ask students when it is necessary to pay social security in an agricultural business.

Review with students the situations when a person would have to pay self employment social security tax.

Ask students when it is required for the employer to pay social security on his employees.

Evaluation

Student assignments on completing Schedule SE

Written exam
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