
 

 

 

 

 

MODULE 1: 
ANALYZING YOUR PAYCHECK 

Financial Education Tools and Resource Series 

If your participants are living paycheck to paycheck and need to 
improve their money management skills, this lesson will give you 
the tools to coach your participants on how to read their pay stub 
and understand how the information it contains will play a vitally 
important role in financial management and proper budgeting. 
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The Financial Education Tools and Resource Series 

The Financial Education Tools and Resource Series Guide developed by Coffey Consulting, LLC 
provides facilitators and trainers with tools and resources to complement or fill gaps in grantees’ 
financial education curricula or one-on-one instruction with their participants.  The Guide 
includes five modules on financial topics important to program participants.  Each topic focuses 
on a key issue or challenge program participants encounter, followed by a strategy, lesson and 
resources (implementation plan).  Included in each lesson are handouts (activities), online 
spreadsheets, videos and articles that can be facilitated in a group setting or one-on-one.  These 
“train-the-trainer” modules are designed for trainers/staff working with program participants 
and are intended to be customized by program staff to match the knowledge and literacy levels 
of the participants. 

The five topics include: 

Module 1: Analyzing Your Paycheck 
This lesson gives grantees the tools to coach their participants on how to read their pay stub 
and understand how the information it contains will play a vitally important role in financial 
management and proper budgeting. 

Module 2: Negotiating Child Support Payments 
This informational lesson plan reviews each state’s “Changing a Child Support Order” as well 
as provides website links to state requirements, forms, brochures, important telephone 
numbers and frequently asked questions. 

Module 3: Predatory Lending 
This lesson plan tackles the common types of predatory lending, shares legal protections and 
provides tips on what to do when you are a victim of these practices. 

Module 4: Understanding Your Credit Report 
This lesson provides an opportunity to discuss the types of information a credit report 
contains, how to read it, and what to do to get back on track when you have bad debt.  (Lesson 
includes a credit goal worksheet, credit score estimator, articles and a sample letter explaining 
why a payment was late.) 

Module 5: Financial Guidance: Creating Goals and Saving 
In this interactive lesson, participants will gain an understanding of personal financial 
management strategies based on learning and practicing budgeting, saving and setting 
financial goals.  Resources in this lesson include videos, an on-line budgeting spreadsheet, and 
a goal-setting and debt worksheet. 

The goal is to empower justice-involved individuals with “real world” tools to help them better 
manage their money and work towards achieving financial stability for themselves and their 
families. 
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Topic:  Analyzing Your Pay Check 
Situation:  

Employees need to fully comprehend the definitions and value of the items that appear on their 
paycheck. 

Facts:  

• Understanding the information on a paycheck/paystub can play an important role in 
money management and budgeting. 

• Knowing where your money is going can help you stay on top of your finances. 

Delivery Method:   

Practitioners can deliver the lesson in a group setting or one-on-one. 

Objectives Materials Needed Time 

• Participants will understand 
how their income is 
calculated. 

• Participants will understand 
the components of a 
paystub. 

• Participants will understand 
the required deductions 
and optional deductions 
from paychecks. 

• Participants will be 
provided with resources of 
who can help with paycheck 
discrepancies. 

• Participants will understand 
the pros and cons of check 
cashing centers.  

• Flip chart paper or 
whiteboard 

• Markers 

• Access to the Internet and 
projector (video and activity 
links provided) 

• Handout sheets to go over 
with participants (Parts of a 
Paystub; Filling in a Paystub 
Exercise; To Receive a 
Paycheck, an Employee 
Must…; Sample W-4; 
Sample I-9; Sample W-2; 
and How to Cash a Check) 

• PowerPoints to review with 
participants (Methods 
Employers Use for Paying 
Employees and Tax Forms) 

95 Minutes 
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Lesson: 

1. Understanding Your Paycheck (3 Minutes) 

Begin the lesson by passing out the handout entitled, “Methods for Paying Employees” and 
use the PowerPoint provided, “Methods Employers Use for Paying Employees” to go over the 
three methods listed. Next, watch the YouTube video, “How to Understand Your Paycheck” 
video by workforcestudios (2:27 minutes) retrieved from 
https://www.youtube.com/watch?v=RnxGhlX8PVY. 

2. Parts of a Paystub (20 Minutes) 

Begin dialogue with, “Have you wondered why so many deductions are taken out of your 
check?” Then distribute the “Parts of a Paystub” handout and discuss the components of a 
paycheck as well as review a sample paystub.   

3. Filling in a Pay Stub (20 Minutes) 

Next, hand out the exercise worksheet, “Filling in a Pay Stub Exercise.”  Read the scenario 
aloud and have participants determine the check amount based on the information given.  
Note:  This exercise can be done individually or in pairs. 

Discussion Question: 

• What did you learn from doing this exercise? 

4. To Receive a Paycheck, an Employee Must… (25 Minutes) 

Next, distribute the “To Receive a Paycheck, an Employee Must:” handout.  This handout 
shares the forms an employee must complete when starting a new job (W-4, I-9 and W2).  
Review the attached W-4, I-9 and W-2 forms and detail the sections that must be filled out. 

Note:  Participants will have a W-4, I-9 and W-2 form, definitions and steps to review as the 
facilitator discusses each section of the employee forms.  Also, handouts and a PowerPoint 
are included with this activity.  The information is the same.  The handouts are take-aways 
and can be solely used if there is no access to a projector. 

5. Check Cashing Options (25 Minutes) 

State, “Now you know what deductions are taken out of your paycheck and how employers, 
the State and Federal governments determine those deductions.  It is now time to discuss 
where to cash your check.” 

Distribute the handout “How to Cash a Check” and discuss check cashing options.  This 
handout discusses the following check cashing options. 

• Cashing and depositing your check at a bank. 

https://www.youtube.com/watch?v=RnxGhlX8PVY
https://www.youtube.com/watch?v=RnxGhlX8PVY
https://www.youtube.com/watch?v=RnxGhlX8PVY
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• Depositing your check at the ATM. 

• Using check cashing centers (and the cons of doing so). 

Note: The handout includes video links that will provide participants with a visual from 
banking experts on how to endorse their check, completing a deposit ticket, and the difference 
between banks and credit unions. 

Wrap Up (2 Minutes):  

Share with participants that financial stability and empowerment means taking control of your 
finances and the first step is understanding your paycheck. 

Note:  There is a lesson on “Saving and Budgeting” which will be the next step to your participant’s 
financial empowerment. 

Follow Up:   

Thirty days after this lesson, check-in with every participant to see where they are cashing their 
check and see whether or not they have a bank account.  Provide additional resources that share 
why they should have a bank account.  

 

  

Additional Resources 

The following videos provide step-by-step instructions on how to fill out the W-4, I-
9 and W-2 forms.  Feel free to incorporate these videos into “Step 4: To Receive a 
Paycheck, an Employee Must…” above. 
 
“How to Fill Up W-4” by M. Shafique, CPA, P.C. (13:49 minutes) 
https://www.youtube.com/watch?v=N4-bgHS6AdI&t=27s 
 
“How to Fill Out the I-9 Form” by eESI (5:22 minutes) 
https://www.youtube.com/watch?v=bBskO59Y_Lw 
 
“W-2 Explained for New Taxpayers” by M. Shafique, CPA, P.C. (11:04 minutes) 
https://www.youtube.com/watch?v=BRIpklxkZPI 
 
 

https://www.youtube.com/watch?v=N4-bgHS6AdI&t=27s
https://www.youtube.com/watch?v=bBskO59Y_Lw
https://www.youtube.com/watch?v=BRIpklxkZPI
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Methods for Paying Employees 
Today, there are three ways an employer may handle paying his/her employees. 

1. The first method is a paycheck with the paycheck stub attached.  The employee 
can immediately see the deductions taken out of his/her paycheck.  This is the 
most common payment method but the lease secure for the employee.  The 
employee is responsible for taking the check to the financial institution and 
depositing it into his/her personal account. 
 

2. The second method is the use of direct deposit.  Using this method, an employer 
deposits the employee’s paycheck directly into the authorized employee’s 
financial institution account.  On payday, the employee receives a written 
statement detailing the paycheck deductions.  This method is more secure 
because there is no direct handling of the check, and the employee knows 
exactly which day his/her paycheck will be deposited and available for use. 

 

3. The third and newest way is by using a payroll card.  A payroll card is a prepaid 
card that is offered to employees as an alternative to paper paychecks or 
directly depositing wages into an employee’s financial institution account.  Most 
payroll cards are smart cards, which have money electronically loaded onto 
them each pay period with funds automatically deducted from the balance 
when a purchase is made.  Payroll cards function similarly to a debit card, except 
the funds are not linked to a checking account.   
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Parts of a Paystub 
1. Gross Pay – Your gross pay is the total amount of money you earn each pay period before 

taxes.  This is different from net pay (explained below).  

2. Net Pay – After all deductions have been made, this is what you actually get to take to the 
bank.   

3. Federal Withholding – To put it simply, the Federal government requires all income be taxed 
based on the withholdings noted in your W-4 and the amount you earn.  To determine how 
much you should have your employer withhold on your behalf, you calculate your total 
allowances based on your marital status and number of exemptions, which are based on the 
allowances you report on your W-4. 

4. Social Security – This employment tax – part of the Federal Insurance Contributions Act (FICA) 
– is designed to provide benefits for retirees, the disabled and children of deceased workers.  
Both you and your employer pay into this tax and are required to pay 6.2% withheld on wages 
up to $118,500 for 2015 totaling 12.4% for the year.  If you reach that limit, you won’t see 
any Social Security tax withheld for the rest of the year.  

5. Medicare – The Medicare Tax is also part of the FICA.  Similar to the Social Security Tax, you 
are required to pay part of the tax and your employer is required to pay the other part. 
Together, you and your employer are responsible for a flat rate of 1.45% withheld on all 
wages totaling 2.9%. 

6. State Withholding – Unless you are lucky enough to live in one of the nine states that do not 
have state withholding, this will be another tax deduction on your paycheck.  Unlike Federal 
Withholding Taxes, there is no standard.  Some states follow withholding tables, some states 
have flat rates, and some are a percentage of federal tax.   

7. Local Taxes – If you’re in a state that has local taxes, you will have those deducted from your 
paycheck as well.  Rates vary from state to state. 

8. Voluntary Deductions – Voluntary deductions are any that you as an employee elect to pay 
for, such as health benefits, life insurance, disability insurance, and other optional fringe 
benefits. 

9. Involuntary Deductions – In addition to federal, state and local withholding deductions, some 
employees may have things like garnishments and child support taken out of their paychecks.  
Usually these deductions are legally binding and are mandated by the courts or government 
agencies.  
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Paycheck Stub Example 

ABC Company 
123 Street 
City, ST  12345 
 

EMPLOYEE NAME EMPLOYEE ADDRESS SOCIAL SECURITY # 

Your Name 123 Your Street, City, ST  12345 123-45-6789 

 

CHECK # PAY PERIOD PAY DATE 

123 06/1/2017–06/30/2017 07/01/2017 
 
Earnings 

INCOME RATE/HOUR HOURS THIS PERIOD YEAR-TO-DATE 

Gross Pay $11.27 120 $1,352.40 $8,114.40 

 
Deductions 

DEDUCTIONS CURRENT TOTAL YEAR-TO-DATE 

Federal Withholding $106.00 $503.46 
Social Security  $83.91 $636.00 
Medicare  $19.62 $244.92 
State Withholding $40.82 $117.72 
Health Insurance $0.00 $0.00 
401K $0.00 $0.00 

Totals: $250.35 $1,502.10 

 
NET PAY: $1,102.05  
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Filling in a Pay Stub Exercise 
Employee Information: Julie Jones, 408 South 11th Street, Havre, MT 59501  

Social Security Number: 999-88-7766  

Julie Jones has just secured a job as a teller at the Guardian National Bank.  Julie is paid twice a 
month on the 1st and the 15th.  The pay period is February 1–14.  Payday will be on March 1.  
Julie receives a salary and earns $26,000 per year.  She has medical benefits and a retirement 
package.  

Julie’s paycheck deductions include: 6.2% Social Security, 1.45% Medicare, $122.05 Federal 
Withholding Tax, $42.27 State Withholding Tax, $42.00 Medical, and $76.31 401K.   

What amount will Ms. Jones receive on her paycheck? ____________________ 

Paycheck Stub 

EMPLOYEE NAME EMPLOYEE ADDRESS SOCIAL SECURITY # 

   

 

CHECK # PAY PERIOD PAY DATE 

164   
 
Earnings 

INCOME RATE/HOUR HOURS THIS PERIOD YEAR-TO-DATE 

Gross Pay     

 
Deductions 

DEDUCTIONS CURRENT TOTAL YEAR-TO-DATE 

Federal Withholding  $366.15 
Social Security   $201.51 
Medicare   $47.13 
State Withholding  $126.81 
Health Insurance  $126.00 
401K  $228.93 

Totals:  $1,096.53 

 
NET PAY:   
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To Receive a Paycheck, an Employee Must 

Have… 
Employee’s Withholding Allowance Certificate (Form W-4) 

• Determines the percentage of gross pay which will be withheld for taxes. 
o Allowances 

▪ These are used to determine the amount of federal taxes withheld from the 
paycheck. 

▪ A person may claim a personal allowance if no one else claims the individual as a 
dependent.  A dependent is a person who relies on the taxpayer for financial 
support. 

• Steps to Completing a Form W-4 
o Print or type legal name on Line 1 and home address directly below the name. 
o Write Social Security number on Line 2. 
o Check the appropriate box to indicate marital status on Line 3. 
o Enter a zero on Line 5 if not claiming any allowances. 
o Sign name and date the form before giving it to the employer. 
o Keep a copy for personal records. 

 

Employment Eligibility Verification Form (Form I-9) 

• Used to verify the eligibility of individuals to avoid hiring undocumented workers or 
others who are not eligible to work in the United States. 

• Must provide documentation which establishes identity and employment eligibility. 
o Examples of documentation include driver’s license, passport, Social Security card, 

and/or birth certificate. 
 

Wage and Tax Statement (Form W-2) 

• States the amount of money earned and taxes paid throughout the previous year. 

• Used to file income taxes. 

• An employer should mail a Form W-2 to each employee for the previous year by January 
31. 
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Sample W-4 
Following is a snapshot of the 2017 Employee’s Withholding Allowance Certificate (Form W-4).  
To download this form, visit https://www.irs.gov/pub/irs-prior/fw4--2017.pdf. 
 

 

https://www.irs.gov/pub/irs-prior/fw4--2017.pdf
https://www.irs.gov/pub/irs-prior/fw4--2017.pdf
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Sample I-9  
Following is a snapshot of the Employment Eligibility Verification (Form I-9).  To download this 
form, visit https://www.uscis.gov/system/files_force/files/form/i-9-paper-version.pdf.  
 

 

https://www.uscis.gov/system/files_force/files/form/i-9-paper-version.pdf
https://www.uscis.gov/system/files_force/files/form/i-9-paper-version.pdf
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Sample W-2  
Following is a snapshot of the 2017 Wage and Tax Statement (Form W-2).  To download this form, 
visit https://www.irs.gov/pub/irs-prior/fw2--2017.pdf.  

 
 

https://www.irs.gov/pub/irs-prior/fw2--2017.pdf
https://www.irs.gov/pub/irs-prior/fw2--2017.pdf
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How to Cash a Check 
Cashing Your Check at a Bank 

Cash your check with your bank teller.  This is the easiest method to get the money you have 
earned quickly and safely.  Your bank will most likely need a verification of your account and your 
driver's license or an identification card of some sort, so be sure that you take these when you 
visit the bank.  Never sign the check before you arrive at the bank; instead, do it in front of the 
teller as you cash it for ultimate security.  

Video Links:  
“How to Endorse a Check” by Howcast (0:54 minutes) 
https://www.youtube.com/watch?v=834DEKVqXcw 

“How to Complete a Deposit Ticket” by The Cecilian Bank (3:41 minutes) 
https://www.youtube.com/watch?v=MFB2egbYZFg 

“Banks vs. Credit Unions: What's the Difference?” by 2minutefinance (2:14 minutes) 
https://www.youtube.com/watch?v=rfHyQ-8eLC4 

Deposit Your Check at the ATM of Your Bank  

This is another way to cash the check you've been given.  Essentially, you'll be depositing the 
check into your bank account; however, it can take up to three business days for the cash to go 
through.  If you already have some money in your account, you can just withdraw the amount 
you need in the meantime.  Either way, this is a quick way to ensure that the money goes into 
your account.  Here is how you deposit a check at the ATM of your banking company: 

• Insert your debit card. 

• Type in your PIN and press “Enter.” 

• Select “Deposit Check.” 

• Insert the check into the check deposit slot. 

• Confirm the amount on the check. 

• Withdraw the money from the ATM once the check goes through (or sooner if you have 
more money in the bank already). 

 
Video Link: 
“How to Make a Deposit at an ATM” by Elevations Credit Union (2:03 minutes) 
https://www.youtube.com/watch?v=MEFctwLv-J0 

  

https://www.wikihow.com/Cash-a-Check
https://www.youtube.com/watch?v=834DEKVqXcw
https://www.youtube.com/watch?v=834DEKVqXcw
https://www.youtube.com/watch?v=MFB2egbYZFg
https://www.youtube.com/watch?v=MFB2egbYZFg
https://www.youtube.com/watch?v=rfHyQ-8eLC4
https://www.youtube.com/watch?v=rfHyQ-8eLC4
https://www.youtube.com/watch?v=MEFctwLv-J0
https://www.youtube.com/watch?v=MEFctwLv-J0
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Using Check Cashing Centers 

Go to a specialized check-cashing company only as a last resort.  You should only use this method 
as a last resort simply because these firms charge the most money for cashing personal and 
payroll checks.  On the upside, these stores are often the quickest way to get your cash 
immediately and may even be open 24 hours a day, seven days a week, depending on what firm 
it is and where it is located. 

Once again, though, the commission that these check-cashing places take is often hefty due to 
the extra risk they take by cashing nearly any and all checks brought to them.   These places know 
that they are working with customers who need the money from the check ASAP and are willing 
to take advantage of their desperation.  Checks cashed at these centers can incur an average of 
3–5% of the check amount in fees regardless of the nature of the check.  On average, the annual 
costs of using a financial service center for check cashing is greater than fees associated with 
using a checking account for similar needs. 

Video Link: 
“How Much Money Do You Waste Using Check Cashing Services?” by LifeCents (1:06 minutes) 
https://www.youtube.com/watch?v=13sVSHqecug 

 

https://www.youtube.com/watch?v=13sVSHqecug
https://www.youtube.com/watch?v=13sVSHqecug
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Methods Employers Use to Pay Employees 

PowerPoint 
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Tax Forms PowerPoint 
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