	PERSONAL FINANCE
SELF-EMPLOYMENT TAXES: THE GIG WORKER'S SURPRISE
 ANSWER KEY   QUIZ - ANSWER KEY  (12 QUESTIONS)



	
	Teacher Reference Only - do not distribute. Correct answers are marked in teal with a checkmark; the consolidated answer list appears at the end of this document.



	1.
	Why do self-employed and gig workers often owe extra tax that a W-2 employee does not?



	A. They pay BOTH the employee and employer shares of payroll tax, since there is no employer to split it with ✓

	

	B. The IRS charges freelancers a penalty fee for not having a boss

	

	C. Self-employed workers pay a completely different, unrelated tax

	

	D. 1099 income is taxed at a lower rate, but with extra paperwork fees



	2.
	What does the 15.3% self-employment (SE) tax rate consist of?



	A. 10% federal income tax + 5.3% state tax
	B. 12.4% Social Security + 2.9% Medicare ✓

	
	

	C. 7.65% Social Security + 7.65% Medicare
	D. 15.3% flat income tax only



	3.
	A W-2 employee's payroll tax withholding is usually about 7.65%. Why is the self-employed SE tax rate (15.3%) exactly double that?



	A. The IRS rounds up self-employment tax as a penalty

	

	B. It is a coincidence - the two rates are unrelated

	

	C. The self-employed pay both the employee's 7.65% share AND the employer's 7.65% share ✓

	

	D. Self-employed workers earn double the income of employees



	4.
	CALCULATION: A W-2 employee and a self-employed worker both earn $40,000 in net income. Using SE tax = 15.3% and employee payroll tax = 7.65%, what does the self-employed worker owe?



	A. $3,060
	B. $4,000

	
	

	C. $12,240
	D. $6,120 ✓



	5.
	CALCULATION: On the same $40,000 income, the W-2 employee owes $3,060 in payroll tax. How much MORE does the self-employed worker owe in tax on the identical income?



	A. $3,060 more ✓
	B. $1,530 more

	
	

	C. $0 more - they owe the same
	D. $6,120 more



	6.
	Why do self-employed and gig workers pay QUARTERLY estimated taxes instead of one bill at tax time?



	A. The IRS requires it only for people who earn over $1 million

	

	B. It is optional for filers—most self-employed workers choose not to make the quarterly payments

	

	C. Quarterly payments are only for people who owe no tax at all

	

	D. Because they receive 1099s and have NO employer withholding tax from their pay all year ✓



	7.
	CALCULATION: A gig worker's full-year SE tax bill comes to $5,508. If they split it evenly into four quarterly payments, how much is each payment?



	A. $5,508
	B. $1,377 ✓

	
	

	C. $2,754
	D. $550.80



	8.
	SE tax is calculated on a self-employed worker's NET profit. What is NET profit?



	A. The gross income reported before any business expenses get deducted

	

	B. The amount of federal income tax withheld by the employer or payer from 1099 payments

	

	C. Gross self-employment income minus ordinary and necessary business expenses ✓

	

	D. Gross income plus business expenses



	9.
	CALCULATION: A freelancer earns $45,000 gross and has $9,000 in real business expenses. What is their NET profit, and what should SE tax be calculated on?



	A. $54,000 - SE tax is calculated on gross plus expenses

	

	B. $45,000 - SE tax is always calculated on gross income

	

	C. $9,000 - SE tax is calculated only on the expenses

	

	D. $36,000 - SE tax should be calculated on the $36,000 net profit, not the $45,000 gross ✓



	10.
	What is the practical benefit of deducting real business expenses before calculating SE tax?



	A. It has no effect on the tax bill at all

	

	B. It lowers the NET profit that SE tax applies to, which lowers the tax owed ✓

	

	C. It increases the base SE tax rate from 15.3% to a higher rate based on filing status

	

	D. It eliminates the need to file or pay any tax at all for the year



	11.
	What is the recommended rule of thumb for setting money aside from each gig payment?



	A. About 25%-30% of each payment ✓
	B. About 5%-10% of each payment

	
	

	C. About 50%-60% of each payment
	D. Nothing - taxes are only due once a year



	12.
	CALCULATION: Using the 25%-30% rule of thumb, how much should a gig worker set aside from a single $1,200 payment?



	A. $12-$36
	B. $120-$150

	
	

	C. $300-$360 ✓
	D. $600-$720
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