
SO HOW MUCH OF THAT PAYMENT IS TAX?
THE PROBLEM OF THE ODD PAYMENT

Ok, we get it.  Other than refundable deposits, it’s all taxable.  

That means as far as the Department of Revenue is concerned, every payment we receive is deemed to consist of
two elements: payment and tax.

Coming in the front door
It’s easy to know what part of a payment is payment and what part is tax when you tell a customer what to pay.

Example: Suppose the combined tax on rents and fees where you are is 2.3%.
Let’s say that the tenant comes in to pay and owes you $81 (before tax).
The calculation would look like this:

Rent owed $81.00
Tax at 2.3%  +  1.86
Total due $82.86

Climbing through the dining room window
What happens though when you open the mail and have to post a check for an odd amount of money?  How much
of that payment is tax?

You could apply trial and error until you stumble upon the right combination of payment and tax that totals the
amount of the check you received.  There’s an easier way:

Assume again that the tax on rents and fees where you are is 2.3%, and let’s say the check you receive is
for $82.86, an odd amount, not one of your “standard payments.”

1. Express the tax rate as a decimal, not as a percentage
2.3% = .023

2. Add 1 to that  1 + .023 = 1.023

3. Divide the amount of the payment by that number
    82.86 ÷ 1.023 = 81.00 

So $81 is rent (or whatever) and the rest is the tax
82.86

- 81.00
1.86

Bingo!  (And you complained in school that you’d never have a use for algebra in real life!)
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