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= A LESSON IN READING YOUR PAYCHECK

UNIT
The First Paycheck -
Most people are surprised by their first paycheck. They expected one number
— and got a smaller one. This sheet shows where the difference goes.

MEET Jordan is 17, works part-time at a retail clothing store in Texas, and earns $15.00 per
JORDAN . .
hour for 20 hours a week. Jordan gets paid every two weeks — the stub below is a
combined monthly view of two bi-weekly paychecks.
@ VUMBERED NOTES KEY TO THE GLOSSARY ON PAGE TWO
EMPLOYEE EMPLOYER PAY PERIOD STATE
Jordan Rivera Crestview Retail Monthly Texas
EARNINGS
Hours worked 80 hours
Hourly rate $15.00
what most job listings advertise e Gross pay $1,200.00
DEDUCTIONS
set by Jordan's W-4 @) Federal income tax $60.00
aflat6.2% @J Social Security - FICA $74.00
aflat1.45% @) Medicare - FICA $17.00
zeroin Texas @) State income tax $0.00
Total deductions $151.00
what actually runs a budget e NET PAY $1 ,049.00

1 5 1 O O Jordan earns $1,200 a month — but only takes home $1,049. That difference
- . is real, and it goes somewhere before Jordan sees a single dollar.
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LINE BY LINE What eaCh part mearts. KEYED TO THE STUB — @ THROUGH ®

Amounts on the stub are rounded for classroom simplicity — formula results below show exact values.

° Gross Pay $1,200.00 e Federal Income Tax $60.00
The total amount Jordan earned before anything is A portion of earnings sent to the federal
taken out — hours worked times the hourly rate. government. How much depends on how Jordan
This is the sticker-price figure most job listings filled out the W-4 form when starting the job.
advertise.

Students with lower incomes often owe very little

80 hrs x $15.00 = $1,200.00 — but employers usually withhold a small amount

to be safe.

e Social Security $74.00 o Medicare $17.00
A fixed 6.2% taken from every paycheck. It funds A fixed 1.45% taken from every paycheck. It funds
the Social Security program — a federal retirement Medicare — the federal health insurance program
and disability program. Everyone who earns a for people 65 and older. Like Social Security, it
paycheck pays this, no exceptions. comes out automatically.
$1,200 x 6.2% = $74.40 $1,200 x 1.45% = $17.40

e State Income Tax $0.00 G Net Pay $1,049.00
Some states charge their own income tax on top of What actually lands in Jordan's bank account (or
the federal tax. Texas has no state income tax, so on a check). This is the number that matters for
Jordan pays zero here. In another state, this line budgeting — not gross pay.

could be substantial.
$1,200.00 - $151.00 = $1,049.00

WHY THIS That gap between gross pay and net pay is not a mistake. It is automatic,
MATTERS legal, and it happens every single paycheck for your entire working life.
THE RULE

Always budget using net pay, not gross pay. If you plan your spending
based on what a job "pays," you will be short every month.

Jordan earns $1,200 a month on paper — but only has $1,049 to actually
spend, save, or plan with. That is the number that runs a real budget.

$1, 049 / month . Next up — the 50/30/20 rule, a full monthly budget,

and what happens when an unexpected expense hits.
JORDAN'S REAL BUDGET
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