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Prioritising
Needs vs. Wants
Wages minus
Deductions equals
Take-Home Pay
The difference
between Cash
and Credit
The importance
of forming a
Savings Habit

A father
teaches his son
about the family
budget.

A friend learns
what happens
when we spend,
spend, spend.
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Dave wants
to buy a car
that has “all
the options.”

VOCABULARY WORDS
Balance The total in an
account or the amount you
owe on a loan
Budget A plan for earning,
spending and saving
Credit Borrowing someone
else’s money and promising
to pay it back
Credit Rating A score
of how well you pay your
debts
Deduction Money that is
subtracted from wages
Gross Income The total
amount of money earned
Interest Rate The fee
(usually a percentage)
charged if you borrow
money
Liquidity Money that
can be taken out and
available to use anytime
Need Something that is
required

Local merchants
teach us the
importance of
forming a savings
habit.

Principal The original sum
of money borrowed or
loaned before interest has
been applied
Prioritise To list things in
order of importance
Saving Money set aside to
be used in the future
Savings Account Saving
money in a bank
Take-Home Pay The
amount of money from a
job after deductions have
been taken out. Also called
Net Income.
Taxes Money given to
the government to pay for
things like schools, roads
and bridges
Wages Money that is paid
or received for work
Want Something not
necessarily required

A new employee
learns more than just
how to mop floors at his
new fast food job. He also
learns about taxes.
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PRIORITISING YOUR

(Needs are Yes, Wants are Maybe)
Think of all the things in this world that you
want – your own car, a game system,
tickets to a concert, a new pair of shoes, a trip
to England… the list goes on and on. Now
take a good look at your wallet. Not enough
in there for all this stuff, is there? So what do
you do? The answer is prioritise.
Since you only have so much money, decide
which things it would be difficult to live without
– Money for electricity bills? A winter coat?
Do you chip in for the groceries your family
eats? Do you pay bus fare? These things
are your NEEDS.

In the chart
at left, list and
prioritise your
needs and wants.
This means you
decidew hich
are the most
important and
which you can
wait to buy.
List them in
order with #1
beingmo st
important.
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NEEDS AND WANTS
Now look at all the cool stuff that isn’t
absolutely necessary, but makes life fun –
Netflix, music downloads, books, dinner
at a fancy restaurant. They’re nice to have,
but if you don’t get them, you’ll still be
fine. These things are your WANTS.
If you’re not sure, ask yourself, “Do I
absolutely have to have this?” If the answer
is Yes, it’s a need. If the answer is Maybe,
it’s a want.
So look at how much money you make
(pocket money, part-time jobs, etc.). Is it
enough to pay for the things you need?
How much is left over? You can use some
of this to pay for some of those wants. But
don’t forget to save some of that money in
a savings account. Then you’ll have some
left over in case of an emergency.

BUDGET EXAMPLE
Babysitting
Mowing the Lawn
Birthday Gift
Pocket Money
Total:
Set aside 10%:

$ 15.00
$ 7.00
$ 20.00
$ 5.00

Total Left to Spend: $ 42.30

$39.50

– 39.50

Balance:

EXPENSES
$

$

$

$

$

$

$

Total:

$

$

Set aside 10%:

$

$
Total Planned Expenses

$

TOTAL INCOME less TOTAL EXPENSES
–

Balance:
What will you do with any leftover money? Spend or Save?
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Total Planned Expenses:

ES
TOTAL INCOME less TOTAL EXPENS
42.30

$

Total Left to Spend: $

$ 11.00
Movies & Popcorn
$ 13.00
Music
$ 3.00
Lunch
School Play Ticket $ 12.50

$ 47.00
$ 4.70

PLAN MY OWN BUDGET
INCOME

S
EX(MoneyPEgoiNngSE
OUT)

E
M
CO
IN
(Money coming IN)

$2.80

Plan your own personal
budget for the next month:
1) List your current source(s) of
income that you will receive
2) Set aside 10% of your income
for your savings (Pay Yourself
First)
3) Now list your educational,
social, financial, family, health,
physical and recreational
expenses
4) Adjust your planned expenses to ensure your planned
income will cover your planned
expenses
5) Now keep a record of everything you actually spend during
the month to see how you go
and adjust your plan for the
next month!
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WAGES MINUS DEDUCTIONS
Deduct Deductions First

So you just got that new job. Good for you! Right
now you’re probably thinking of all the things you can
buy with your newfound wealth. But there’s one thing
you need to know before you cash that pay cheque –
What you MAKE and what you get to KEEP are two
different things.

and thousands of other things that the government
pays for. Generally, these taxes are taken out of every
pay cheque you receive. You can’t avoid it. It’s the
law. But understanding deductions and knowing how
much will be deducted will help you budget your
money more effectively. So let’s take a look:

Everybody who makes money – every burger flipper,
every lawyer, even the Prime Minister of Australia,
everybody – has to give a portion of their money
to the government in the form of taxes. These taxes
pay for roads, schools, police departments, libraries

The total amount of money you earn is called your
Gross Income. If you earn $20 an hour and work for
5 hours, you’ve made $100 in gross income.
Once the deductions are taken, what you have left
over is your Net Income or Take-Home Pay.
So...
gross income – deductions = take-home pay
Just what are those deductions?

A new employee learns
more than just how to
mop floors at his new
fast food job. He also
learns about taxes.
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E

s

EQUALS

TAKE-HOME PAY

The largest amount taken out of your gross pay
goes to taxes. Since 1915, the Commonwealth
Government has been collecting Income Taxes.
Most states and some cities also collect their own
taxes. Basically, taxes are how we pay for the things
we all use as a society; things like libraries, roads,
bridges and schools, as well as the salaries of police
officers, firefighters and members of the military,
among many others.
In addition, employers also make deductions to pay
for Medicare. Medicare gives Australian residents
access to health care. It is partly funded by
taxpayers who pay a Medicare levy of 2% of their
taxable income. Your Medicare levy is reduced if

WAIT A MINUTE…
“I pay taxes every June when I lodge my
tax return! How’s that different?”

your taxable income is below a certain threshold. In
some cases you may not have to pay the levy at all.
Why is this important? Like we said at the
beginning, in this case, $20 is not $20. If you’re
making $20 at your job, you’ll actually be taking
home less than that. Good information to know
if you’re saving for that new car, mobile phone,
holiday, etc.

Superannuation
Super is money set aside over your lifetime to provide
for your retirement. It is an amount paid to you on top
of, or IN ADDITION, to your Gross Wage. Your employer is required by law to pay this portion of your wages
into a super fund which currently must be at least 9.5%
of your wage. This is called the Super Guarantee. Your
employer must pay you this minimum Super Guarantee
when you earn at least $450 per month. However, if
you are under 18 years old you must work at least 30
hours per week.

They’re not that different.
In fact, they’re the exact same thing.
Let’s take it step by step:
1. In order to make sure everyone pays their
fair share, the government decides how much
people should owe. For example, let’s just make
up a number and say that if you earn $50,000
per year, you have to pay $10,000 in taxes.
2. Throughout the year, your employer will take
small amounts out of each of your pay cheques.
3. After June, you file a tax return that explains
how much of that $10,000 you have paid over
the year.
4. If you’ve paid less than your $10,000, you
have to pay the government the difference.
BUT, if you have paid MORE than the $10,000
you owe, you get the leftover money back as a
refund!

MAKE SENSE?
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Using the internet or your
school library,
list as many things as you
can find that the
government spends tax do
llars on. Share
them with the class, writin
g all the answers
on the board.

DISCUSSION QUESTIONS
1. Looking at the list the
class has prepared,
which do you think are the
most important?
Which are the least?
2. Pick one of the answers
at random. What
would happen if the gove
rnment stopped
paying for this one item?
Whose lives would
be affected? What is not
on this list that you
WISH the government wo
uld pay for?
3. Does this change your
answer for
Question 1?
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Credit means you’re borrowing
someone else’s money and
promising to pay it back. For
example, if you use credit to buy
a car, that means a bank, a credit card
company or possibly even the car dealership
itself will loan you the money you need. But
be warned. That money doesn’t come for free.
The people that loan you the money will charge you
interest. Interest is another name for the fee that
they charge you for using their money. It’s usually
a percentage of the remaining balance, the amount
you have left to pay.
Interest rates aren’t always the same. Your bank
may have a lower interest rate than the one across
the street does. The lender
down the block may
be even lower.

So if you need a loan, shop around to find the
lowest possible interest rate before you say yes.
Remember: If you’re taking out a loan, a high
interest rate will cost you more money over time.
A low interest rate will cost you less
money over that same time.
But it all costs.

8
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Advantages to
Paying withcash:
Credit cards work the same way. Let’s say there is
a new movie you want to see for $15, so you whip
out your credit card. What you’re actually doing is
taking out a $15 loan from the credit card company.
So, it may not seem like much at the time, but these
charges ($15 for a DVD, 6 bucks for lunch, $30 for
something you found online) can really add up.
And, if you have to pay interest on them, they’ll
cost you even more. Most credit cards may provide
an interest free period ONLY if you pay off the
balance owing each month. However, some credit
cards have no interest free days at all. Make sure
you check out the details for your credit card so you
understand what interest is charged and you pay off
the balance to avoid any late charges!
The alternative to paying with credit is paying with
cash. There’s no interest at all if you pay cash.

• No interest, so cheaper in the
long run
• Everyone accepts cash
• You don’t need to be appro
ved
before you use it
• No bills to pay later

Advantages to
Paying with credit:
• You can buy things right no
w, instead
of waiting to save up enough
money
• Buying online or over the ph
one is
much easier with a credit card
• It can improve your credit
rating.
A credit rating is a scale of ho
w
well you pay your debts. If yo
u
have a high credit rating, you
can
take out more credit and buy
bigger
things in the future.

The COST of Credit

Paying on credit is different than paying with cash. Below is an example of what happens
when you make partial payments on a credit card.

Amount
Owed

Interest
Rate

Monthly
Payment

Months Needed
to Repay Loan

Extra Cost of
Cash vs. Credit

$1000 .................9% ...................$25................................. 48 .................................$195
$50................................. 22 ..................................$ 89
$70................................. 15 .................................. $61
$95................................. 11 .................................. $46
$1000 ................. 18% .................$25................................. 62 .................................$543
$50................................. 24 .................................$198
$75................................. 15 .................................$125
$100 ............................... 11 ..................................$ 92
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Paying yourself first. What does it mean? Basically,
if you can find a way to put some money in the bank
or credit union every time you get some in your hand,
you’ll be able to afford bigger, cooler things than you
ever could before. It’s easy to say “I’ll start saving when
I get my next pay cheque,” or “Once I get a job, I’ll be
able to save.” But why wait? It can and should
be as easy as emptying out
your pockets at the
end of the day.

Paying Yourself First means taking part of the money
you already have and putting it aside. It doesn’t mean
you have to save every cent every time you get
your allowance, but collect it in little bits – If you get 10
dollars, save 2 of it. If you find 5 dollars in your pocket,
save a buck. Place it in a jar and leave it in your bedroom. Then, take all the money you’ve
collected to the bank or credit union once
a week and toss it into a savings account.
You’ll be surprised how quickly it adds up.
Another way to pay yourself first is to
watch how you spend. There are lots
of ways to save money merely by
spending it wisely. Buy things on sale
or in the off season. Get books, CDs
and DVDs from the library instead of
buying them from the shops.
Most people aren’t even aware of
how much they spend each day.
Try this – For one week, keep
track of everything you buy.
Be sure to include all the little
things, too, like gum, bus fare
or chips at the footy. At the
end of the week, total it up
and see where you stand.

Look how fast money adds up when you pay yourself first!
How I earned
the money
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1) washed dad’s car
2) mowed neighbour’s lawn
3) worked at Happy Burger
4) walked Grandma’s dogs
5) taught piano lessons
6) washed windows
7) worked at Luna Park
8) paper delivery

How much
I earned

$ 10.00
$ 12.00
$ 136.00
$ 6.00
$ 18.00
$ 20.00
$ 72.00
$ 112.00

I paid myself
10% first
x .10 =
x .10 =

$ 1.00
$ 1.20

How much I’ve
saved up so far
+

x .10 =

+

x .10 =

+

x .10 =

+

x .10 =

+

x .10 =

+

x .10 =

+

x .10 =

+

$ 1.00
$ 2.20
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DOWN
1. A plan for earning, spending and
saving
2. You pay back a loan by making
scheduled ________
4. If you have a good _________rating,
you are allowed to borrow money
5. Pay yourself _________
6. It is wise to be in control of your
_______________
7. To list things in order of importance
8. When you have money available
anytime you have ________
9. To borrow money, you take out a
_________
11. Cash, coin, currency, cheques, etc.
13. If you owe money, you carry a
__________
14. A place to keep or borrow money
16. A cheque or savings_______
22. More than just a ‘want’

24

ACROSS
3. A safe place to store money is in a __________ account
4. Money that is easiest to spend
7. The original sum of money borrowed or loaned before
interest has been applied
10 The fee charged if you borrow money is
called ____________
12. If you carry debt, you ____________ money
13. Money taken out of your wages
15. The total in an account after expenses

17 The money your earn is your _______ income
18 Money given to government from your wages
19 The money leftover after deductions is your
_______ pay
20 The opposite of sell
21 To make money
23 The opposite of save
24 A percentage added to a loan payment is called the
interest ____________
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Want to know more about
managing your money?
The Money Tree by IMB has loads of information
about getting to grips with your cash. From different
ways to earn some cashola to tips for setting (and
smashing) savings goals, you can explore the
basics of earning, spending, saving and borrowing.

Take control of your money
imbmoneytree.com.au
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