	PERSONAL FINANCE
SELF-EMPLOYMENT TAXES: THE GIG WORKER'S SURPRISE
TEACHER GUIDE - EVERYTHING YOU NEED



SECTION 1
What's Included

	Component
	Format

	Guided Notes - Student
	Google Doc

	Guided Notes - Teacher Key
	Google Doc

	Activity - Student
	Google Doc

	Activity - Answer Key
	Google Doc

	Quiz - Student
	Google Doc

	Quiz - Answer Key
	Google Doc

	Exit Ticket - Student
	Google Doc

	Exit Ticket - Answer Key
	Google Doc

	Teacher Guide
	Google Doc

	Slides
	Google Slides



SECTION 2
Overview
Subject: Personal Finance
Grade Level: 9-12
This Unit 7 (Taxes) lesson explains one of the most common financial surprises facing new workers: why self-employed and gig workers owe extra tax that a W-2 employee never sees. Students learn that payroll tax (Social Security + Medicare) is normally SPLIT between a W-2 employee (about 7.65%) and their employer (the other about 7.65%) - but a self-employed worker has no employer, so they pay BOTH halves, the full 15.3% self-employment (SE) tax, on their NET self-employment profit. A bar chart makes this concrete: on the SAME $40,000 of income, a W-2 employee owes $3,060 in payroll tax while a self-employed worker owes $6,120 in SE tax - exactly double. The lesson connects to Unit 1's gig-work content: freelancers and gig workers get 1099s, not W-2s, and nobody withholds their taxes for them. Students then learn three practical tools that prevent the tax-day shock: quarterly estimated tax payments (splitting one $5,508 annual bill into four $1,377 payments, since there is no withholding), deducting ordinary and necessary business expenses (SE tax applies to NET profit - $45,000 gross minus $9,000 in expenses is $36,000 net, cutting the tax bill from $6,885 to $5,508), and the 25%-30% set-aside rule of thumb for every gig payment. Students calculate SE tax, read the comparison chart, work quarterly and deduction math, and advise a new gig worker with a concrete plan.

Key Vocabulary

	Term
	Definition

	1099 income
	Payment reported on IRS Form 1099-NEC instead of a W-2; gig and freelance workers receive 1099s and no employer withholds tax for them

	Self-employment (SE) tax
	The 15.3% tax (12.4% Social Security + 2.9% Medicare) that self-employed workers pay to cover BOTH the employee and employer shares of payroll tax

	Payroll tax
	The combined Social Security and Medicare tax normally split between a W-2 employee (about 7.65%) and their employer (the other about 7.65%)

	Net profit
	Gross self-employment income minus ordinary and necessary business expenses; SE tax is owed on net profit, not gross income

	Business expense
	An ordinary and necessary cost of doing gig or freelance work (such as supplies or mileage) that can be deducted from gross income before SE tax is calculated

	Quarterly estimated taxes
	Tax payments a self-employed worker sends to the IRS four times a year because no employer is withholding tax from their pay

	Withholding
	Tax an employer takes out of a W-2 employee's paycheck automatically; self-employed workers have none, so they must pay it themselves

	Gross income
	The total amount a gig or freelance worker is paid before any business expenses are subtracted

	Set-aside rule of thumb
	Reserving about 25%-30% of every gig payment in a separate account to cover taxes owed later

	Freelancer / gig worker
	A self-employed person who is paid per job or per task (such as rideshare driving or freelance design) rather than earning a W-2 salary



SECTION 3
Suggested Pacing
Standard period (one day, 50 minutes)

	Time
	Duration
	Activity

	0-5 min
	5 min
	Hook: ask if anyone knows someone who drives rideshare, freelances, or does other gig work and got a surprisingly large tax bill. Promise the class they will learn exactly why - and how to avoid it - by the end of class.

	5-28 min
	23 min
	Run the slide deck plus Guided Notes. Pause at slide 4 (why the self-employed owe more), slide 5 (the 15.3% model), slide 6 then slide 7 to read the comparison chart, slide 8 (quarterly taxes), slide 9 (deducting expenses), slide 10 (setting money aside), and slide 11 (the full worked example).

	28-45 min
	17 min
	Activity Part 1 (Reference Guide) + Part 2 (Apply the Terms) + Part 3 (calculate SE tax) + Part 4 (read the chart + quarterly/deduction math). Students do vocabulary first so the calculations land.

	45-50 min
	5 min
	Exit Ticket (3 MC + quick write advising a new freelancer). Activity Part 5 (advise Casey with a three-part plan + note) assigned for homework or next class.



Block period (one day, 90 minutes)

	Time
	Duration
	Activity

	0-5 min
	5 min
	Warm-up: ask students to predict how much MORE tax a self-employed worker pays than a W-2 employee on the same income. Hold the prediction until the slide 6-7 comparison reveals it is exactly double.

	5-40 min
	35 min
	Slides + Guided Notes (full deck). Pause to work the 15.3% model live, read the W-2-vs-self-employed chart, calculate quarterly payments, and work the business-expense deduction example.

	40-75 min
	35 min
	Full Activity: Reference Guide (Part 1) + Apply the Terms (Part 2) + Calculate SE Tax (Part 3) + Read the Chart and Work the Numbers (Part 4) + Advise Casey (Part 5).

	75-90 min
	15 min
	Quiz (12 MC) + Exit Ticket (3 MC + quick write).



Two short periods (two days)

	Time
	Duration
	Activity

	Day 1
	50 min
	First half of the deck (the surprise, why the self-employed owe more, the 15.3% model, the comparison chart) + Guided Notes sections 1-4 + Activity Reference Guide (Part 1) + Apply the Terms (Part 2) + Calculate SE Tax (Part 3).

	Day 2
	50 min
	Second half (quarterly taxes, deducting expenses, setting money aside, the full worked example) + Guided Notes sections 5-8 + Activity Part 4 (chart + quarterly/deduction math) + Part 5 (advise Casey + note) + Quiz + Exit Ticket.



SECTION 4
Google Classroom Setup
1. Open your Google Classroom classwork page.
2. Create assignments for the Quiz and Exit Ticket forms.

SECTION 5
Quiz Answer Key (12 Questions)

	#
	Question
	Correct Answer

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

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

	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?
	C

	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?
	D

	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

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

	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?
	B

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

	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?
	D

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

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

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



SECTION 6
Exit Ticket Answer Key

	#
	Question
	Correct Answer

	1
	What does the 15.3% self-employment (SE) tax rate represent?
	A

	2
	A self-employed worker earns $40,000 in net income; SE tax = 15.3%. A W-2 employee earning the same $40,000 pays 7.65% in payroll tax ($3,060). How much does the self-employed worker owe?
	B

	3
	Why do gig workers make quarterly estimated tax payments instead of waiting to pay everything in April?
	C

	4
	In 2-3 sentences, explain to a friend who just started freelancing why they need to set aside money from every gig payment for taxes. Use the words 'self-employment tax,' 'withholding,' and 'quarterly' in your answer.
	Quick Write



SECTION 7
Scoring Rubric

Activity Rubric (55 points total)

	Criterion
	Points

	Part 1 - SE Tax Reference Guide (5 blanked terms derived from slides + Guided Notes, 1 pt each)
	5

	Part 2 - Apply the Terms (5 fill-in-the-blank application statements, 2 pts each)
	10

	Part 3 - Calculate SE Tax (3 multi-step SE-tax calculations @ 4 pts each)
	12

	Part 4 - Read the Chart and Work the Numbers (3 chart-reading questions @ 3 pts + 1 deduction question @ 3 pts)
	12

	Part 5 - Advise Casey (3 quarterly/deduction/set-aside questions @ 4 pts; final note to Casey @ 4 pts: explain, calculated result, quarterly, deductions, set-aside)
	16

	TOTAL
	55



SECTION 8
Teaching Tips
	
	Anchor the whole lesson on the "two halves of the same tax" image and never let it go. Draw a single payroll-tax bill split into two equal pieces - one labeled EMPLOYEE, one labeled EMPLOYER - then show a self-employed worker circling both pieces because there's no employer to hand one to. The single misconception behind the "why is SE tax so much higher" confusion is forgetting that 15.3% is simply double 7.65% for exactly this reason. Students who hold this image get every Part 3, Part 4, and Part 5 question right.



	
	Work the $40,000 comparison live and in full before the activity: $40,000 x 0.0765 = $3,060 (W-2) and $40,000 x 0.153 = $6,120 (self-employed). Have students say out loud that $6,120 is exactly double $3,060, and connect it immediately to the bar chart so the visual and the math reinforce each other before they read the chart independently.



	
	Make the net-vs-gross distinction concrete with a single sentence students can repeat: "SE tax is on what I actually KEEP, not what I was PAID." Work the $45,000 gross / $9,000 expenses / $36,000 net example live and show the $1,377 difference in tax between calculating on gross (wrong) versus net (correct) - this is directly tested in Part 4 Q4 and quiz Q9-Q10.



	
	Spend real time on the quarterly math because it is the most useful planning tool in the lesson. Put a single annual SE tax bill on the board (use $5,508) and have the class divide it by 4 themselves ($1,377). Connect this explicitly to the opening story: the surprised gig worker almost certainly made zero quarterly payments, so the whole year's bill hit at once instead of in four manageable pieces.



	
	Close every class on the practical three-part plan and make students say it back: "Pay quarterly, deduct real expenses, set aside 25-30% of every payment." Tie it to real decisions they may already face (a part-time gig, selling crafts online, mowing lawns for pay). This is the one habit you want them to remember in five years, and it is exactly what the Part 5 note to Casey asks them to defend.




SECTION 9
Extension Activities
1. Your Own Gig Tax Plan
Students pick a realistic gig or side hustle they might actually do (rideshare, freelance design, tutoring, selling crafts online), estimate a plausible year of NET profit, then calculate their own SE tax at 15.3%, split it into four quarterly payments, and calculate their 25%-30% set-aside range on a single hypothetical payment. Turns the SE tax model into a personal calculation; needs only a calculator.

2. Deduction Detective
Give students a list of possible expenses for a specific gig (for example, a freelance photographer: camera gear, editing software, gas mileage to shoots, a haircut before a shoot). In pairs, they decide which expenses are genuinely "ordinary and necessary" business expenses (deductible) and which are personal (not deductible), then explain their reasoning. Reinforces the net-profit concept with real judgment calls; needs only the activity sheet.

3. Quarterly Calendar
Students build a simple year-long calendar marking the four rough quarterly estimated-tax due dates (April, June, September, January) and write one sentence under each about what a gig worker should have already set aside by that date, using the 25%-30% rule of thumb. Reinforces the quarterly-planning habit with a concrete, personal artifact; needs only paper and the lesson's numbers.


SECTION 10
Whole-Class Discussion Questions
1. Before this lesson, did you know that self-employed and gig workers pay a different tax rate than W-2 employees on the same income? Why do you think this surprises so many new freelancers?

2. The self-employed pay 15.3% instead of the 7.65% a W-2 employee pays out of their own paycheck - because there is no employer to cover the other half. Do you think this system is fair? What would change if it worked differently?

3. Gig work (like rideshare driving or freelance design) offers more flexibility than a traditional job, but comes with this extra tax responsibility. Would you personally choose flexible gig work over a steady W-2 job, knowing what you now know about self-employment tax?

4. The lesson shows that deducting real business expenses can save real money (a $1,377 difference in one example). Why do you think many new gig workers fail to track and deduct their expenses properly?

5. The set-aside rule of thumb asks gig workers to save 25%-30% of every payment before spending any of it. What makes that habit hard to build in real life, and what would help someone actually stick to it?
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