
Federal  Taxation  for  Individuals  and 

Small Businesses

Introduction

Federal  taxation  is  a  complex  and  ever-changing 

landscape, but it is essential for individuals and small 

businesses to understand the basics of tax law in order 

to  comply  with  their  tax  obligations  and  take 

advantage of available tax benefits. This book provides 

a comprehensive guide to federal taxation, covering a 

wide range of topics from income and deductions to tax 

credits and special tax situations.

Whether  you  are  a  student,  a  business  owner,  or 

simply an individual taxpayer, this book will provide 

you with the knowledge and tools you need to navigate 

the  complexities  of  the  tax  system.  With  clear 

explanations,  real-world  examples,  and  practical 
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advice,  this  book  will  help  you  understand  your  tax 

obligations  and make informed decisions  about  your 

finances.

In this book, you will learn about the different types of 

federal taxes, including income tax, estate tax, and gift 

tax.  You  will  also  learn  about  the  various  tax 

deductions  and  credits  that  are  available  to  reduce 

your  tax  liability.  Additionally,  you  will  find 

information on tax  planning strategies  that  can help 

you save money on taxes and meet your financial goals.

This  book  is  written  in  a  clear  and  concise  style, 

making it easy for readers of all levels to understand. It 

is  also  up-to-date  with  the  latest  tax  laws  and 

regulations, ensuring that you have the most accurate 

information available.

Whether you are just  starting to  learn about  federal 

taxation or you are looking for a comprehensive guide 

to help you stay up-to-date on the latest tax laws, this 

book is an essential resource. With its comprehensive 
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coverage of tax topics and its clear and concise writing 

style,  this  book  will  help  you  understand  your  tax 

obligations  and make informed decisions  about  your 

finances.

This book is intended for an American audience and 

should  be  used  in  conjunction  with  professional  tax 

advice.
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Book Description

Navigating the complexities of federal taxation can be a 

daunting  task,  but  it  is  essential  for  individuals  and 

small  businesses  to  understand  their  tax  obligations 

and  take  advantage  of  available  tax  benefits.  This 

comprehensive  guide  provides  a  clear  and  concise 

overview of federal tax law, covering a wide range of 

topics from income and deductions to tax credits and 

special tax situations.

Whether  you  are  a  student,  a  business  owner,  or 

simply an individual taxpayer, this book will provide 

you with the knowledge and tools you need to navigate 

the  complexities  of  the  tax  system.  With  clear 

explanations,  real-world  examples,  and  practical 

advice,  this  book  will  help  you  understand  your  tax 

obligations  and make informed decisions  about  your 

finances.
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In this book, you will learn about the different types of 

federal taxes, including income tax, estate tax, and gift 

tax.  You  will  also  learn  about  the  various  tax 

deductions  and  credits  that  are  available  to  reduce 

your  tax  liability.  Additionally,  you  will  find 

information on tax  planning strategies  that  can help 

you save money on taxes and meet your financial goals.

Written in a clear and concise style, this book is easy to 

understand for readers of all levels. It is also up-to-date 

with the latest tax laws and regulations, ensuring that 

you have the most accurate information available.

Whether you are just  starting to  learn about  federal 

taxation or you are looking for a comprehensive guide 

to help you stay up-to-date on the latest tax laws, this 

book is an essential resource. With its comprehensive 

coverage of tax topics and its clear and concise writing 

style,  this  book  will  help  you  understand  your  tax 

obligations  and make informed decisions  about  your 

finances.
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This book is intended for an American audience and 

should  be  used  in  conjunction  with  professional  tax 

advice.
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Chapter  1:  Understanding  Federal 

Taxation

The Basics of Federal Taxation

Federal  taxation  is  a  complex  and  ever-changing 

landscape, but it is essential for individuals and small 

businesses to understand the basics of tax law in order 

to  comply  with  their  tax  obligations  and  take 

advantage  of  available  tax  benefits.  This  topic  will 

provide an overview of  the fundamental  concepts  of 

federal taxation, including the different types of taxes, 

tax brackets, and filing requirements.

Types of Taxes

The federal government imposes various types of taxes, 

including income tax,  payroll  tax,  estate tax,  and gift 

tax.  Income  tax  is  the  tax  on  an  individual's  or 

business's  taxable  income.  Payroll  tax  is  the  tax  on 

wages  and salaries,  which  is  divided into  two parts: 

Social Security tax and Medicare tax. Estate tax is the 
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tax on the value of an individual's estate at death. Gift 

tax  is  the  tax  on  the  transfer  of  property  from  one 

individual  to  another while  both individuals  are still 

living.

Tax Brackets

Tax brackets are used to determine the tax rate that 

applies to an individual's or business's taxable income. 

Tax brackets are progressive, which means that the tax 

rate  increases  as  taxable  income  increases.  This 

ensures that higher earners pay a greater proportion of 

their income in taxes than lower earners.

Filing Requirements

Individuals  and  businesses  are  required  to  file  tax 

returns with the Internal  Revenue Service (IRS)  each 

year. The type of tax return that is required depends on 

the taxpayer's circumstances. Individuals typically file 

Form 1040,  while businesses file Form 1120 or Form 

1065.
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Understanding these basic concepts is essential for 

navigating  the  complexities  of  the  federal  tax 

system.  By  understanding  the  different  types  of 

taxes,  tax  brackets,  and  filing  requirements, 

individuals and businesses can ensure that they are 

complying  with  their  tax  obligations  and  taking 

advantage of available tax benefits. 
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Chapter  1:  Understanding  Federal 

Taxation

Tax Brackets and Rates

The  United  States  federal  income  tax  system  is  a 

progressive tax system, which means that the tax rate 

increases  as  taxable  income  increases.  This  is  in 

contrast to a flat tax system, which imposes the same 

tax  rate  on  all  taxable  income,  regardless  of  the 

amount.

There  are  seven  federal  income  tax  brackets  for 

individuals  and six  tax brackets  for  married couples 

filing  jointly.  The  tax  rates  for  each  bracket  are  as 

follows:

Individual Tax Brackets

 10% for taxable income up to $10,275

 12%  for  taxable  income  between  $10,275  and 

$41,775
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 22%  for  taxable  income  between  $41,775  and 

$89,075

 24%  for  taxable  income  between  $89,075  and 

$170,500

 32% for  taxable  income between $170,500  and 

$215,950

 35% for  taxable  income between $215,950  and 

$539,900

 37% for taxable income over $539,900

Married Couples Filing Jointly Tax Brackets

 10% for taxable income up to $20,550

 12%  for  taxable  income  between  $20,550  and 

$83,550

 22%  for  taxable  income  between  $83,550  and 

$178,150

 24% for  taxable  income between $178,150  and 

$357,700

 32% for  taxable  income between $357,700  and 

$471,900
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 35% for  taxable  income between $471,900  and 

$628,300

 37% for taxable income over $628,300

The tax brackets are adjusted each year for inflation.

In addition to the federal  income tax brackets,  there 

are  also  state  income tax  brackets.  State  income tax 

rates vary from state to state.

To  determine  your  federal  income  tax  liability,  you 

must  first  calculate  your  taxable  income.  Taxable 

income is your gross income minus certain deductions 

and  exemptions.  Once  you  have  calculated  your 

taxable  income,  you  can  use  the  tax  brackets  to 

determine your tax liability.

The tax brackets are an important part of the federal 

income tax system. They help to ensure that taxpayers 

pay taxes at a rate that is proportional to their income.
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Chapter  1:  Understanding  Federal 

Taxation

Filing Status

Determining your filing status is one of the first steps in 

completing your federal income tax return. Your filing 

status  affects  your  tax  rate,  standard  deduction,  and 

personal exemption. There are five main filing statuses:

 Single -  You  are  unmarried  or  considered 

unmarried on the last day of the tax year.

 Married filing jointly - You are legally married 

to your spouse on the last day of the tax year and 

you file a joint return.

 Married  filing  separately -  You  are  legally 

married to your spouse on the last day of the tax 

year but you file a separate return.

 Head  of  household -  You  are  unmarried  or 

considered unmarried on the last day of the tax 
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year  and  you  pay  more  than  half  the  costs  of 

keeping up a home for the tax year.

 Qualifying widow(er) - You are unmarried and 

you meet certain other requirements.

Your filing status is determined by your marital status, 

your  spouse's  marital  status,  and  your  dependency 

status. You can use the IRS's Interactive Tax Assistant 

tool to help you determine your filing status.

Filing status can also affect your eligibility for certain 

tax  credits  and  deductions.  For  example,  the  earned 

income tax credit  is  only available to taxpayers who 

file  as  single,  head  of  household,  or  qualifying 

widow(er).

Choosing the correct filing status is important to ensure 

that you are paying the correct amount of taxes. If you 

are unsure about your filing status, you should consult 

with a tax professional.

Which filing status should I choose?
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The best filing status for you depends on your specific 

circumstances. Here are some factors to consider:

 Your marital  status -  If  you are married,  you 

have  the  option  of  filing  jointly  or  separately. 

Filing jointly can often result in a lower tax bill, 

but there are some exceptions.

 Your income - Your income level can also affect 

your  filing  status.  For  example,  if  you  have  a 

high income, you may be subject to higher taxes 

if  you  file  as  head  of  household  or  qualifying 

widow(er).

 Your deductions and credits - Some deductions 

and  credits  are  only  available  to  certain  filing 

statuses.  For  example,  the  earned  income  tax 

credit is only available to taxpayers who file as 

single,  head  of  household,  or  qualifying 

widow(er).

If you are unsure about which filing status to choose, 

you should consult with a tax professional.
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This extract presents the opening three 

sections of the first chapter.

Discover the complete 10 chapters and 

50  sections  by  purchasing  the  book, 

now available in various formats.
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