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Earning Money
Whether your money comes from odd jobs 
you do for family and friends, your allowance, 
gifts, or a wage-paying job, it’s all called income.  

When you officially join the ranks of 
tax-paying citizens, you may be shocked at 

the difference between your gross income, the amount you 
actually earn, and your net income, known as your take-home 
pay. The difference between the two is called withholding, or 
payroll deductions.

Some of your withholding is for federal, state, and local 
income taxes. As a taxpayer, you pay for schools, the armed 
services, and fire and police departments. Your money 
builds roads and bridges, fuels city buses, runs the court 
system and prisons, and sends astronauts into space.

You have been given My Money & Me by 
your bank or by someone who cares about 
your financial future. The information on 
the next 52 pages will help you manage your 
money and build and protect your credit. 

My Money & Me asks you to become 
involved personally in your journey to financial literacy. As 
you give honest answers to questions about your money 
habits, you will get a handle on your money-spending 
triggers. By setting savings goals and figuring out what you 
really earn and spend, you’ll create a budget.

You will unravel the mystery of paycheck deductions 
and discover the advantages of ATMs, automatic 
deposits and deductions, and different types of bank 
accounts. As you learn about credit ratings and identity 
theft, you will also learn how to manage credit and debit 
cards safely.  

The glossary on pages 54–55 is a quick reference to money 
terms that you’ll need to remember. Math questions will 
help you keep tabs on your financial literacy level. The 
journal section will help you track your income, expenses, 
savings, and debts. As you fill out the money journal, you 
will continue to develop and strengthen your money- and 
credit-management skills, and you will be on the path to 
financial success.
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Almost everybody in the 
workforce pays for Social 
Security programs. In 2010, 
Social Security tax is 12.4% of 
your salary, and Medicare tax 
is an additional 2.9%. You and 
your employer each pay one-
half of the total FICA tax owed on your income. If you work 
for yourself or are an independent contractor, you pay the 
entire FICA tax yourself.

Let’s review employee benefits. When your employer 
offers insurance coverage as a benefit to employees (such 
as health, life, vision, dental, and disability insurance), you 
usually pay part of the cost if you choose to enroll in the 
program. Your employer will contribute a portion of the 
premium, or cost, and you will pay the rest.

Your employer may also offer you optional benefits and 
payroll deductions. One desirable option is a 401(k) program, 
a savings plan for your retirement. Not all employers offer 
these programs, and usually you must work at your job for 
several months or a year before you’re allowed to participate. 

There are three major benefits in joining 401(k) programs:
• Your taxable income is reduced by the amount of 

your contribution, which means your taxes are 
reduced (with limits).

• Your money automatically goes into savings before you 
can be tempted to spend it.

• Your employer may match a percentage of your savings 
and deposit it into your account. That’s free money!

A 401(k) program is designed for your retirement, 
and you should consider the money to be very long-term 

Taxes are dues that we pay
for the privilege of 

membership
in an organized society.  

—President Franklin
Delano Roosevelt
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When you are first hired, you are given a worksheet called 
a W4 Form to fill out. Federal and state income tax deductions 
will be calculated from the information on this form. You want 
the right amount of taxes to be deducted from your paycheck 
throughout the year so that you won’t have too much withheld 
or owe taxes and penalties on April 15, tax day.  

Don’t panic! Federal and state income taxes are quite small 
amounts when your earnings are low. As you earn more, 

your tax bracket, or the 
percentage of your 
income that you pay in 
taxes, increases.

Depending on where 
you live, local income 

taxes and unemployment taxes may also be deducted. These 
taxes are usually very small percentages of your income. 

Don’t forget to file your taxes each year. Most people get 
money back from the government.

Money is also deducted from your paycheck for Social 
Security and Medicare. These deductions may be listed 
separately on your paycheck stub or be jointly identified as 
FICA (Federal Insurance Contributions Act). 

Social Security is best known as retirement income, but 
it is also your insurance policy while you’re not old enough 
to qualify for retirement. If you become sick or injured and 
aren’t able to work, you may qualify for Social Security 
disability. If you do qualify, you will receive monthly 
payments based on a percentage of your earnings. Social 
Security survivors’ benefits help support your children and 
other dependents if you die. 

Medicare is basic health insurance for most people who 
receive Social Security. 

The hardest thing
in the world to understand 

is income tax. 
—Albert Einstein




