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How To Use This Guide

TEACHING NOTES Appear at the start of every lesson. They explain the key teaching
strategy, common student misconceptions to address, and practical classroom suggestions. Read
these before the lesson.

KEY VOCABULARY Units 1—6 include a full vocabulary table with definitions in this guide.
Units 7—8 use a term-list format by design: all terms are fully defined in the student workbook,
which serves as the vocabulary reference for those units. This avoids duplicating content the
student is actively working with. The term list in each Unit 7—8 lesson entry provides the
complete vocabulary inventory for that lesson.

LEARNING OBJECTIVES Four bullet-point objectives per lesson. Use these to frame the
lesson at the start and check for understanding at the end.

DISCUSSION QUESTIONS & MODEL ANSWERS Five questions per lesson with
complete model answers. Questions are designed for facilitated discussion, not written
assessment. Model answers show what strong student responses include.

v LESSON FINISHER ANSWER KEY Appears in a blue box after each lesson. Provides
correct answers and grading guidance for the Lesson Finisher activity in the student workbook.
Includes Multiple Choice, Short Answer, and Math answer guidance.

Q) ADDITIONAL INSIGHTS FOR PARENTS Appears in an amber box after each lesson.
Written at adult level. Provides background knowledge parents need to answer follow-up
questions confidently, real-money connections, and a discussion prompt to extend the lesson
into daily life.

THE FOUR CHARACTERS

Lucy — Methodical planner and credit-builder. Best financial outcomes. Starts as authorized
user at 16, builds a strong credit file, develops consistent savings habits.

Joseph — Impulsive spender who learns from costly mistakes. Multiple credit card
applications, skips renters insurance, over-borrows for college. His story illustrates what not to
do—and how to recover.

Alex — Trade school path, debt-averse, practical. Graduates with $0 in student debt, starts
earning early, opens a Roth IRA. Demonstrates that a four-year degree is not the only strong
financial path.

Sofia — Risk-averse and cautious. Avoids all debt products. Has no credit card debt but also
has a thin credit file by Unit 8. Her story shows the cost of being too conservative.



Unit 1 — Money Fundamentals

Week 1

Lesson 1.1 What is Money?

Students explore the history of currency from barter systems to digital payments and
understand the three core functions of money.

TEACHING NOTES

Start with a thought experiment: ask students how they would buy lunch without money. Let
them wrestle with the double coincidence of wants problem before introducing how money
solves it.

Key concepts: the three functions of money (medium of exchange, store of value, unit of
account), commodity vs. fiat currency, how government trust gives a dollar its value, and how
inflation erodes purchasing power.

Use a visual timeline: shells — gold coins — paper money — digital payments — crypto. At each
stage ask: “Why did people accept THIS as money?”

KEY VOCABULARY

Term Definition

Barter Trading goods or services directly without money;
requires a double coincidence of wants.

Currency A system of money in common use, especially
paper bills and coins.

Medium of exchange Something widely accepted as payment for goods
and services.

Legal tender Currency that must be accepted by law in payment
of debts.

Commodity money Money with intrinsic value (e.g., gold coins,
cattle).

Fiat currency Money with no intrinsic value, backed only by
government decree and trust.

Inflation A general rise in prices over time, reducing
purchasing power.

Deflation A general fall in prices; often signals economic

slowdown.



LEARNING OBJECTIVES

e Explain why barter systems have limitations

e Describe the three functions of money

e Distinguish between commodity and fiat currency
e Explain how inflation erodes purchasing power

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. If we had no money, how would you buy lunch?
Model Answer: Students should identify the double coincidence of wants problem — you
need someone who has what you want AND wants what you have. This naturally leads to
why a neutral medium of exchange emerged in every civilization.

Q2. Why can’t the government just print unlimited money?
Model Answer: More money chasing the same goods causes inflation — prices rise
proportionally. Money only has value relative to the supply of real goods and services, not in
absolute terms.

Q3. What gives a dollar bill its value — is it the paper?
Model Answer: Not the paper — it’s collective trust and government backing. The
government accepts it for taxes and mandates it for debt repayment. This is fiat currency:
value exists because we all agree it does, enforced by law.

Q4. How is cryptocurrency similar to or different from a dollar?
Model Answer: Similarities: both are trust/adoption-based, both can be a medium of
exchange. Differences: crypto is decentralized, highly volatile, not universally accepted, not
legal tender.

Q5. What has acted as money in non-traditional settings?
Model Answer: Examples: cigarettes in prisons, gold in video games, V-Bucks in Fortnite.
Each worked because the community agreed on its value and it was scarce, divisible, and
useful.



@ For Parents — What This Lesson Covers

In this lesson your student learned why money exists — tracing its history from barter systems

through commodity money, fiat currency, and digital payments. The central insight is that

money works because a community agrees it does, backed by government authority and

collective trust. Understanding this foundation helps teens see inflation and monetary policy

as real forces, not abstract news topics.

Key Points to Emphasize

e Money serves three functions: medium of exchange, store of value, and unit of account. All
three must work together for something to qualify as money.

e Fiat currency (like the US dollar) has value because of collective trust and legal obligation
— not because of what it's made of.

e Inflation means your dollar buys less over time. Even modest annual inflation compounds
into significant purchasing power loss over decades.

e The historical progression from barter to digital payments follows a consistent pattern:
each upgrade solved a specific problem the previous system had.

e Cryptocurrency is trust-based like fiat currency but without government backing or legal
tender status — which explains its volatility.

v LESSON FINISHER ANSWER KEY

Multiple Choice: C — Fiat currency derives value from government decree and collective trust,
not intrinsic worth.

Short Answer: Strong answers explain that all three functions must work together: accepted
for transactions (medium of exchange), holds value over time (store of value), and provides a
common measurement (unit of account). Partial credit for two of three.

Math: At 3% annual inflation, $100 loses approximately $26 in purchasing power over 10
years ($100 x 0.9710 = $74). Accept calculations showing the compounding effect.

¢ ADDITIONAL INSIGHTS FOR PARENTS

The United States left the gold standard in 1971. Since then, the dollar’s value is sustained by
the full faith and credit of the federal government—meaning its ability to tax, regulate, and
enforce contracts. When students ask “but what backs it?”, the honest answer is: collective
trust, legal obligation, and the government’s power to require taxes be paid in dollars.
Inflation is not just a news term. A concrete exercise: look up the price of a gallon of milk in
1985 (roughly $2.20) vs. today ($4.00+). The dollar bought more then. This visual
comparison makes inflation tangible for teenagers.

Discussion prompt: “If everyone in the world stopped trusting that the dollar was valuable
tomorrow, what would happen?” This leads into why stability, government institutions, and
collective belief underpin the entire monetary system.




Lesson 1.2 Needs vs. Wants

A foundational decision-making framework: distinguishing necessities from discretionary
spending and introducing opportunity cost.

TEACHING NOTES

Open with a warm-up: show a list of 20 items and have students sort them into needs/wants.
Reveal how context changes everything — a phone is a want for most teens but a need for a
delivery driver.

Key concepts: the needs/wants distinction depends on circumstances, opportunity cost, and
how advertisers blur the line.

Activity: Give students $1,500 monthly income and 25 expense options totaling exactly $1,500.
Debrief: what was cut first?

KEY VOCABULARY

Term Definition

Needs Things required for basic survival and
functioning: food, shelter, clothing, healthcare.

Wants Things that improve comfort or enjoyment but are
not essential to survival.

Discretionary spending Money spent on non-essential items; the wants
category.

Opportunity cost The value of the next-best alternative you give up
when making a choice.

Scarcity Limited resources relative to unlimited wants —
the central problem of economics.

Trade-off Giving up one thing to get another; every financial
decision involves trade-offs.

Prioritization Ranking options by importance to make decisions
under scarcity.

LEARNING OBJECTIVES

e Define needs and wants with real examples

e Apply the framework to a personal budget scenario

e Recognize how marketers blur the line between needs and wants
e Explain opportunity cost in everyday decisions



DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. Is a smartphone a need or a want?

Model Answer: Context determines the answer. For most teens: a want. For a rideshare
driver: a need. Marketers deliberately make wants feel like needs — critical media literacy is
a financial skill.

Q2. Have you ever bought something you thought you needed but realized was a
want?

Model Answer: Guide toward recognizing post-purchase rationalization. The lesson:
deciding BEFORE spending whether something is a need or want leads to better decisions.

Q3. How do ads make wants feel like needs?

Model Answer: Techniques: social proof, FOMO, scarcity, identity appeals. Apple’s
marketing makes you feel outdated without the latest iPhone — nobody needs it, but
millions feel they do.

Q4. If you had $200, what would you prioritize?

Model Answer: No single right answer — probe the reasoning. Budgeting forces us to
articulate what we actually care about.

Q5. Why is needs vs. wants the starting point of any budget?

Model Answer: Every budget must first guarantee survival before allocating to anything
else. Wants are cut first during financial hardship.

B For Parents — What This Lesson Covers

Your student explored the difference between needs (things required for survival and

functioning) and wants (things that improve comfort or enjoyment). The lesson emphasizes

that this distinction isn't fixed — context matters — and that marketers deliberately blur the

line. Opportunity cost, the value of what you give up when you make a choice, ties needs vs.

wants directly to budgeting.

Key Points to Emphasize

e Needs include food, shelter, healthcare, and transportation. Wants include everything
discretionary. The line depends on circumstances — a phone is a want for most teens, a
need for a rideshare driver.

e Opportunity cost is real: every dollar spent on a want is a dollar not available for a need or
savings goal.

e Advertisers use social proof, scarcity framing, and identity appeals to make wants feel
essential. Financial literacy includes recognizing these tactics.

e The needs/wants framework is most useful before a purchase, not after. Post-purchase
rationalization is a real cognitive pattern.

e Trade-offs aren't failures — they're what every budget requires. The goal is to make them
consciously.




v LESSON FINISHER ANSWER KEY

Multiple Choice: B — Opportunity cost is the value of the next-best option foregone, not the
price paid or the regret felt.

Short Answer: Strong answers note that marketers use social proof, scarcity framing, and
identity appeals to make discretionary products feel essential. Examples: “limited edition,”
“everyone has one,” “you deserve it.”

Scenario: Acceptable answers prioritize shelter, food, and transportation before
entertainment. Award credit for clearly stated reasoning, not just the final list.

() ADDITIONAL INSIGHTS FOR PARENTS

The needs vs. wants framework is deceptively simple. The real skill is applying it under
pressure—in a store, online at midnight, when peers have something you don’t. Research on
consumer behavior consistently shows that emotional state is the strongest predictor of
impulse purchases: hungry, tired, bored, and stressed people overspend.

One powerful household exercise: take your last month’s bank or credit card statement and
categorize every transaction as N (need) or W (want). Do it separately, then compare results.
You'll find that even adults disagree on many items—and the discussion itself is the lesson.
Discussion prompt: “Think of something you bought in the last month that you decided was a
need. Was it actually a need, or did it feel like one at the time? What changed?”



Lesson 1.3 Your First Paycheck

Reading a real pay stub: gross vs. net pay, common deductions, and the withholding system.

TEACHING NOTES

Project a sample pay stub and walk through every line. Most students are genuinely shocked by
the gap between gross and net pay.

Cover: gross vs. net pay, federal income tax withholding, FICA (SS 6.2% + Medicare 1.45% =
7.65%), state income tax, and optional deductions.

Have students calculate take-home on $12/hr x 20 hrs = $240 gross. The moment they see
~$195 net is the teaching moment.

KEY VOCABULARY

Term Definition

Gross pay Total earnings before any deductions; your before-
tax income.

Net pay Take-home pay after all taxes and deductions are
subtracted.

Withholding Taxes deducted from each paycheck and sent
directly to the IRS by your employer.

Deduction Any amount subtracted from gross pay (taxes,
insurance, retirement, etc.).

Pay stub The document showing earnings and deductions
for a given pay period.

W-4 Form filed with your employer telling them how
much federal tax to withhold.

Direct deposit Electronic transfer of your paycheck directly into
your bank account.

Pay period The frequency of paychecks: weekly, biweekly, or
monthly.

Biweekly Every two weeks — 26 pay periods per year.

LEARNING OBJECTIVES

e Read a real pay stub and identify each line item
e Explain gross vs. net pay

¢ Name at least three common deductions

e Understand why employers withhold taxes



DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. If you earn $12/hr x 20 hrs, why doesn’t your check say $240?

Model Answer: Federal income tax, Social Security, and Medicare are automatically
withheld. On $240 gross, roughly 15—20% is withheld, leaving about $195—$205. Always
plan using net pay, not gross pay.

Q2. Who decides how much tax is withheld from each check?

Model Answer: You give your employer a W-4 telling them your filing status. The IRS
provides withholding tables; your employer applies them.

Q3. What is the W-4 form?

Model Answer: A form you complete when starting a job telling your employer your filing
status and adjustments. Over-withholding means a refund in April. Under-withholding
means you owe in April, possibly with penalties.

Q4. What is the difference between “makes $15/hr” and take-home pay?

Model Answer: $15/hr is gross. After federal tax (~10-12%), SS (6.2%), and Medicare
(1.45%), take-home is closer to $12.30—$12.80/hr.

Q5. Why are people shocked by their first paycheck?

Model Answer: Schools rarely teach what deductions look like in practice. Use this shock
as a teaching moment — it’s the most effective financial lesson many teens ever receive.

M For Parents — What This Lesson Covers

Your student read a real pay stub and calculated the difference between gross pay (what you

earn) and net pay (what you actually take home). The gap — roughly 20-25% for most entry-

level workers — comes from FICA taxes (Social Security and Medicare), federal income tax

withholding, and potentially state tax. Many teens experience genuine shock at this lesson,

which is exactly the point.

Key Points to Emphasize

e Gross pay is what you earned. Net pay is what you receive after taxes and deductions.
Always budget from net pay, never gross.

e FICA (7.65% total: 6.2% Social Security + 1.45% Medicare) is mandatory and cannot be
adjusted. It appears on every paycheck regardless of W-4 settings.

e The W-4 form tells your employer how much federal income tax to withhold. Over-
withholding gives you a refund in April; under-withholding means you owe.

e A $12/hrjob earning $240 gross yields approximately $195—-$205 in take-home pay. This
math is worth doing with your teen before they start a job.

e Pay periods matter for budgeting: biweekly pay (every 2 weeks, 26 paychecks/year) means
two months each year have three paychecks — a useful savings opportunity.




v LESSON FINISHER ANSWER KEY

Multiple Choice: D — FICA (Social Security 6.2% + Medicare 1.45%) totals 7.65% for
employees; self-employed individuals pay the full 15.3%.

Short Answer: Strong answers explain that the W-4 tells your employer how much federal tax
to withhold per pay period. Over-withholding leads to a refund in April; under-withholding
means you owe. Accept answers that connect W-4 settings to April tax outcomes.

Math: $12/hr x 20 hrs = $240 gross. FICA = $240 x 0.0765 = $18.36. Federal withholding
approximately $12—$24 at the 10% marginal rate. Net pay approximately $195—$205. Award
full credit for showing the gross — deductions — net calculation correctly.

¢ ADDITIONAL INSIGHTS FOR PARENTS

Most teens encounter their first paycheck with genuine shock—not because they weren’t
warned, but because seeing the gap between gross and net pay in real dollars is different from
hearing about it abstractly. This shock is pedagogically valuable. Let it land before explaining.
The FICA deduction is particularly jarring because it appears before income tax and cannot be
altered by W-4 adjustments. Social Security (6.2%) and Medicare (1.45%) are mandatory for
virtually all earned income. Your teen’s contribution to Social Security today will show up in
their earnings record and eventually determine their retirement benefit. You can view any
individual’s Social Security earnings record at ssa.gov.

Discussion prompt: “If you were earning $12/hour and planning to save $50 from each
paycheck, what does that look like as a percentage of your actual take-home pay—and is that
realistic?” Work through the math together.



Lesson 1.4 Banking Basics

How banks work, checking vs. savings accounts, debit cards, common fees, and FDIC
insurance.

TEACHING NOTES

Open with: “How many of you know what your bank does with your money when you deposit
it?” Most students don’t know banks lend deposits out at a profit.

Cover: banks vs. credit unions, checking vs. savings accounts, debit cards, common fees
(overdraft $25—$35), and FDIC insurance (deposits up to $250,000 guaranteed).

Activity: compare two real bank accounts using actual bank websites. Compare fee schedules,
APY on savings, minimum balances, and mobile app features.

KEY VOCABULARY

Term Definition

Checking account A bank account for everyday transactions;
typically earns little or no interest.

Savings account A bank account for storing money; earns interest
over time.

Debit card A card that pulls funds directly from your
checking account when used.

Credit union A member-owned, not-for-profit financial
cooperative; often offers better rates than banks.

FDIC insurance Federal Deposit Insurance Corporation; insures
bank deposits up to $250,000 per depositor.

Overdraft Spending more than your account balance;
typically triggers a fee of $25—-$35.

Routing number 9-digit number identifying your bank; used for
wire transfers and direct deposit.

Account number Your unique identifier at that bank.

APY Annual Percentage Yield; the effective annual
interest rate on a savings account.

Interest Money earned on savings, or paid on loans.

LEARNING OBJECTIVES

e Distinguish checking from savings accounts

e Explain how a debit card differs from a credit card
¢ Identify common fees and how to avoid them

¢ Understand FDIC insurance and why it matters



DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. What is the difference between a bank and a credit union?

Model Answer: Banks are for-profit corporations owned by shareholders. Credit unions
are member-owned nonprofits with typically lower loan rates, higher savings rates, and
fewer fees.

Q2. Why do banks pay interest on savings?

Model Answer: Banks lend out deposits at higher rates. The spread between deposit
interest paid and loan interest earned is their profit.

Q3. What happens if you spend more than your account balance?

Model Answer: Overdraft. Most banks charge $25—$35 per transaction. Some banks have
eliminated overdraft fees entirely — worth checking when choosing an account.

Q4. Why does FDIC insurance matter?

Model Answer: FDIC guarantees deposits up to $250,000 per depositor. If your bank
fails, you get every dollar back. Bank failures are rare but have happened.

Q5. What would you look for in your first bank account?

Model Answer: No monthly fees, no minimum balance, accessible ATMs, mobile app,
high-yield savings option, FDIC-insured.

B For Parents — What This Lesson Covers

Your student learned how banks and credit unions work, the difference between checking and

savings accounts, how debit cards operate, common fees to avoid, and the protection offered

by FDIC insurance. The practical goal of this lesson is equipping your teen to open and

manage their first bank account wisely, starting with choosing an account that has no monthly

fees and no minimum balance requirement.

Key Points to Emphasize

e Checking accounts are for daily spending; savings accounts are for storing money and
earning interest. Keep them separate from the start.

e FDIC insurance protects deposits up to $250,000 per depositor if a bank fails. Credit
unions offer equivalent protection through NCUA.

e Overdraft fees ($25—$35 per transaction) are avoidable by opting out of overdraft
protection — which means the card is declined rather than approved with a fee.

e Online banks and credit unions often offer no-fee, no-minimum accounts with
significantly higher APY on savings than traditional banks.

e APY (Annual Percentage Yield) is the correct metric for comparing savings accounts — it
accounts for compounding. APR does not.




v LESSON FINISHER ANSWER KEY

Multiple Choice: A — FDIC insures deposits up to $250,000 per depositor, per bank, per
account category. Most teenagers’ accounts are well within this limit.

Short Answer: Strong answers include: no monthly fee, no minimum balance requirement,
accessible ATMs, FDIC-insured, mobile app, and ideally a high-yield savings option. Award
credit for any four of these factors with brief reasoning.

Math: 2 overdraft transactions at $30 each = $60 in fees on a $12/hour job = 5 hours of work
lost. Accept calculations showing the time-equivalent cost of bank fees.

() ADDITIONAL INSIGHTS FOR PARENTS

Helping your teen open their first bank account is one of the highest-impact financial
activities you can do together. The choice matters: many traditional bank accounts come with
monthly fees ($10—$15/month = $120-$180/year) that quietly drain a teen’s early savings.
Online banks and credit unions frequently offer no-fee, no-minimum accounts with
competitive high-yield savings rates.

Overdraft fees are a particular trap for new account holders. The best defense is to opt out of
overdraft protection — counter-intuitively, this means the card is simply declined rather than
approved with a fee attached. Some banks have eliminated overdraft fees entirely.

Discussion prompt: Sit down and look at two or three bank account options together.
Compare the fee schedules side by side. Ask: “Which of these would cost you the most in fees
over a year if you weren’t careful? Which is the safest for someone just starting out?”

UNIT 1 REVIEW — Money Fundamentals

Teaching Guidance for the Review Session Allow 25—30 minutes total. First 10 minutes:
students complete Part 1 (Unit Summary) and Part 2 (Key Terms) independently without notes.
Then check against workbooks. Final 15—20 minutes: work through The Group Weighs In
together as a discussion.

Key Terms Answer Key

¢ Fiat currency: Money with no intrinsic value, backed by government decree and collective
trust rather than a physical commodity.

¢ Opportunity cost: The value of the next-best alternative given up when making a choice.

e Net pay: Take-home pay after all taxes and deductions are subtracted from gross earnings.

e FICA: Federal Insurance Contributions Act; the mandatory payroll tax funding Social
Security (6.2%) and Medicare (1.45%).

e APY: Annual Percentage Yield; the effective annual interest rate on a savings account,
including the effect of compounding.

¢ FDIC insurance: Federal Deposit Insurance Corporation protection; insures bank deposits
up to $250,000 per depositor per bank.

e Inflation: A general rise in the price level over time, reducing the purchasing power of a
dollar.



e Overdraft: Spending more than the account balance; typically triggers a $25—$35 fee per
transaction.

The Group Weighs In — Debrief Focus

Focus the debrief on the four characters' response to their first paycheck. The key contrast: Lucy
prepared by knowing her net pay in advance; Joseph expected gross pay. Quantify Sofia's check-
cashing decision — at $6 per biweekly paycheck, that is $156/year in unnecessary fees, and $0 in
interest earned on her cash. The goal is for students to articulate the compounding cost of
financial avoidance vs. the compounding benefit of basic banking habits.

Reflection responses have no single correct answer. Look for specificity: a student who names
a particular concept and describes a concrete change they will make has processed the
material more deeply than one who gives a general statement. Accept any thoughtful personal
connection.



Unit 2 — Budgeting

Weeks 2—3

Lesson 1.5 How Marketing Works

Week 2 - Tags: Discussion, Activity

Teaching Notes

Open with: “Name a purchase you made recently that you later regretted. What made it seem
like a good idea at the time?” Almost every student has an example. Use it to introduce the idea
that spending decisions are engineered, not spontaneous.

Core tactics to teach: (1) Anchor pricing — the “original” price makes the sale price feel like a
deal even if the item never sold at that price. (2) Artificial scarcity — “Only 3 left!” counters reset
when they hit zero. (3) Social proof — “10,000 sold” leverages conformity. (4) Decoy pricing —
the medium option exists to make the large option look like great value. (5) Unit price math —
the only reliable comparison tool across package sizes.

The 24-hour rule is the single most actionable takeaway: before any non-essential purchase over

~$20, wait 24 hours. Research shows most impulse purchases lose their appeal by the next day

because the urgency was manufactured. Close the lesson by having students identify one tactic

used in an ad they’'ve seen recently.

Learning Objectives

e Identify and name at least five marketing tactics used to influence spending decisions

e Calculate unit price to compare products across different package sizes

e Apply the 24-hour rule to evaluate whether an impulse purchase desire is genuine or
manufactured

e C(ritically evaluate advertising claims using the tactics covered in this lesson

Key Vocabulary

Anchor price » Artificial scarcity « Social proof « FOMO « Loss aversion « Decoy pricing » Unit
price » 24-hour rule

Discussion Questions & Model Answers
Q1. How is anchor pricing different from simply showing a sale price?

Anchor pricing works by establishing a reference point in the buyer’s mind. The “original” price
anchors their perception of value — even if that price was never real or was only briefly offered.
A genuine sale reflects a temporary reduction from a price the item actually sold at. Anchor
pricing manufactures the reference point. Defense: research the actual price on two other sites
before deciding a sale represents real value.

Q2. Why does a countdown timer work on people who weren’t planning to buy?

Countdown timers activate loss aversion — the fear of losing the deal feels more painful than the
potential gain of the purchase. They also trigger FOMO: the worry that others are getting
something you're not. Both bypass rational evaluation. The 24-hour rule is a direct counter: if



the urgency is real and the deal is gone tomorrow, there will be another one. Manufactured
urgency rarely survives 24 hours of distance.

Q3. Brand A: $8.99 for 40 loads. Brand B: $12.49 for 64 loads. Which is better
value?

Brand A: $8.99 + 40 = $0.225 per load. Brand B: $12.49 + 64 = $0.195 per load. Brand B saves
about 3 cents per load — it’s better value despite a higher sticker price. Unit price math cuts
through packaging size confusion every time. Most grocery stores display unit price on the shelf
tag; students should always check it.

Q4. What is the 24-hour rule and why does it work?

Wait 24 hours before any non-essential purchase over ~$20. It works because most impulse
purchase desire is triggered by environmental and emotional cues — the ad, the store, the
moment. Those cues fade with time. Research shows most unplanned purchases lose their
appeal by the next day because the urgency was manufactured, not genuine. Applied
consistently, most people report saving hundreds of dollars per year from this single habit.

Q5. Find one specific example of decoy pricing from a menu, website, or ad.
Explain why the middle option exists.

Guide students to find a real example (coffee sizes, subscription tiers, popcorn sizes). The
middle option is typically priced to make the large option look like exceptional value — the price
gap between medium and large is small relative to the gap between small and medium.
Businesses engineer the pricing structure specifically to push customers toward the highest-
margin option.

v Lesson Finisher Answer Key

1. Brand A: $0.225/load. Brand B: $0.195/load. Brand B is better value. The larger package has
a lower unit price despite a higher sticker price. Always divide price by quantity to find the true
cost per unit.

2. The 24-hour rule: wait 24 hours before purchasing. Works because manufactured urgency
(countdown timers, “limited stock”) fades quickly. Most impulse purchase desire disappears by
the next day when the environmental trigger is gone.

@ Additional Insights for Parents

Marketing tactics are designed specifically to override the rational evaluation that teenagers —
and adults — are capable of. The 24-hour rule is one of the most immediately useful habits this
curriculum teaches because it applies every time your teen shops, for the rest of their life.
Consider making it a household rule together: any non-essential purchase over a set amount
waits 24 hours. Doing it together removes the sting of “because I said so” and models the habit.

Conversation starter: “Next time we’re in a store together, let’s see how many of these tactics we
can spot. Countdown timers, ‘only X left,” the large-vs-medium pricing. Turn it into a game.”
Naming the tactic in real time is far more powerful than any classroom discussion.

Lesson 2.1 The 50/30/20 Rule



Allocating after-tax income across needs, wants, and savings using a simple, memorable
framework.

TEACHING NOTES

Write $2,000/month on the board. Apply 50% ($1,000 needs), 30% ($600 wants), 20% ($400
savings). Ask students to fill in each bucket with real items.

Emphasize: this is a guideline, not a law. In high cost-of-living areas, needs often exceed 50%.
“Savings” includes debt payoff.

Use the Budget Lab tab in the curriculum tool to visualize in real time — great for family
sessions.

KEY VOCABULARY

Term Definition

Budget A plan for allocating income to expenses, savings,
and debt over a time period.

After-tax income Take-home pay after all taxes are withheld; the
amount to budget with.

Allocation How you divide money among different
categories.

50/30/20 rule A budgeting guideline: 50% needs, 30% wants,
20% savings/debt payoff.

Fixed expense A cost that stays the same each month (rent,
insurance, loan payment).

Variable expense A cost that changes month to month (groceries,
gas, entertainment).

Cash flow The movement of money in (income) and out
(expenses) over a period.

Net income Income after taxes; synonymous with take-home
or after-tax income.

LEARNING OBJECTIVES

e Apply 50/30/20 to a given monthly income

e Categorize expenses as needs, wants, or savings

e Recognize when a budget is out of balance

e Adjust a budget when income or expenses change

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. On $2,000/month, how does 50/30/20 split it? Does it feel realistic?



Model Answer: $1,000 needs, $600 wants, $400 savings. Realism depends on location.
The rule is a starting point, not a universal law.

Q2. When might someone need to adjust the 50/30/20 rule?

Model Answer: When housing costs are unusually high, when paying down significant
debt, or when income is very low.

Q3. What expenses do teenagers most forget to budget for?

Model Answer: Car insurance, phone bill, clothing, subscriptions, impulse purchases,
gifts, and annual expenses.

Q4. Is saving 20% always possible?

Model Answer: No. Save what you can consistently. Even 1—5% saved automatically beats
20% saved “when I have extra.”

Q5. What’s the difference between a budget and a spending plan?

Model Answer: A budget is often seen as restrictive. A spending plan is forward-looking
and values-driven — same math, more empowering framing,.

B For Parents — What This Lesson Covers

Your student was introduced to the 50/30/20 budgeting framework: allocate 50% of after-tax

income to needs, 30% to wants, and 20% to savings and debt repayment. This lesson is

foundational because it gives teens a memorable, flexible starting point for any budget

conversation. The key nuance emphasized in class is that the rule is a guideline, not a law —

real budgets require adaptation.

Key Points to Emphasize

e Always budget from after-tax (net) income, not gross pay. A $2,000 gross paycheck is not
a $2,000 budget.

e The 50% needs bucket must cover rent, utilities, groceries, insurance, transportation, and
minimum debt payments — not subscriptions or dining out.

e In high cost-of-living areas, needs routinely exceed 50%. This is normal and requires
adjusting the wants and savings percentages, not abandoning the framework.

e The 20% savings category includes emergency fund contributions, retirement savings, and
any debt payoff above minimums.

e A simple 3-bucket system beats a 30-category spreadsheet that never gets used.
Consistency matters more than precision.

v LESSON FINISHER ANSWER KEY

Multiple Choice: B — The 50% (needs) category includes rent, utilities, groceries, insurance,




and minimum debt payments—not discretionary spending.

Short Answer: Strong answers note that the rule is a guideline, not a law. In high cost-of-living
cities, needs can legitimately exceed 50%. The rule should be adapted, not abandoned. Award
credit for concrete adaptation strategies.

Math: On $1,800/month take-home: Needs = $900, Wants = $540, Savings = $360. If rent is
$850, remaining needs budget = $50/month—insufficient. Accept any correct calculation
with clear identification of the resulting squeeze.

@ ADDITIONAL INSIGHTS FOR PARENTS

The 50/30/20 rule was popularized as a simplified framework for sustainable budgeting. Its
appeal is its simplicity—three numbers, not 30 categories. Its limitation is the same: real life
rarely divides cleanly.

The most common failure point is when housing exceeds 50% of take-home pay on its own,
leaving no room for other needs. The honest conversation with teens is: your income, housing
choice, and city are all linked. A $40,000 salary is comfortable in some cities and impossible
in others.

Discussion prompt: “Pick a city you might want to live in at 22. Look up entry-level salaries in
your field and average rent for a one-bedroom apartment. Does 50/30/20 work there?” This
links geography, career, and money in a way that makes the rule concrete.

Lesson 2.2 Fixed vs. Variable Expenses

Houw to distinguish and plan for stable versus fluctuating monthly costs, including irregular
annual expenses.



TEACHING NOTES
Fixed: rent, insurance premiums, loan payments. Variable: groceries, gas, entertainment.

Introduce the sinking fund: divide an annual expense by 12 and set aside that amount monthly.
Example: $600 holidays + 12 = $50/month.

Activity: give students 30 expense items and sort into a 2x2 grid: fixed/variable x
discretionary/non-discretionary.

KEY VOCABULARY

Term Definition

Fixed expense A cost that stays the same each month regardless
of usage.

Variable expense A cost that changes month to month; may still be
essential.

Discretionary expense A non-essential expense; a wants category cost.

Non-discretionary Expenses that are necessary, not optional.

Recurring cost An expense that repeats regularly.

Irregular expense Costs that do not occur monthly but must be
planned for.

Sinking fund Money set aside monthly for a known future
irregular expense.

LEARNING OBJECTIVES

e Classify expenses as fixed or variable

e Explain why variable expenses are harder to budget for
e Describe how sinking funds help manage irregular costs
e Build a strategy for unexpected variable costs

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. Give three examples each of fixed and variable expenses.

Model Answer: Fixed: rent, car insurance, loan payment, phone plan, gym membership.
Variable: groceries, gas, electricity, entertainment, clothing.

Q2. How do you budget for variable costs?

Model Answer: Use a monthly average based on past spending, or budget to the higher
end of the expected range.



Q3. Some months you spend more on food or entertainment. How do you handle
that?

Model Answer: Build a 10-15% buffer into variable categories. If you overspend in one
area, under spend in another.

Q4. What is a sinking fund?

Model Answer: Monthly savings toward a known future irregular expense. $1,200/year
car maintenance + 12 = $100/month set aside.

Q5. Why do two people with the same income have different financial situations?

Model Answer: Fixed expense ratios differ dramatically. High fixed costs make it harder
to cut during emergencies.

@ For Parents — What This Lesson Covers

Your student learned to distinguish fixed expenses (same amount every month: rent, loan
payments, insurance) from variable expenses (fluctuating: groceries, gas, entertainment). The
lesson introduced the sinking fund concept — setting aside a fixed amount monthly for known
irregular expenses — as a practical tool for eliminating financial surprises. This distinction is
one of the most applicable budgeting skills in daily adult life.

Key Points to Emphasize

¢ Fixed expenses cannot be cut quickly in a financial emergency. Variable expenses can.
Knowing which is which determines what you cut first when income drops.

¢ A sinking fund divides a known annual cost by 12 and saves that amount monthly.
Example: $600/year in car maintenance = $50/month set aside.

e Variable expenses routinely exceed estimates. A 10—15% bulffer in variable categories
prevents month-end shortfalls.

e Annual expenses (car registration, holiday gifts, insurance premiums) feel like surprises
only if you haven't divided them into monthly amounts. Sinking funds eliminate the
surprise.

e Two people with identical incomes can have very different financial situations based
entirely on their fixed expense ratios.

v LESSON FINISHER ANSWER KEY

Multiple Choice: C — A sinking fund is money set aside monthly for a known future irregular
expense, such as annual insurance premiums or car maintenance.




Short Answer: Strong answers identify at least two examples in each category. Fixed: rent, car
insurance, phone plan, loan payments. Variable: groceries, gas, dining out, clothing,
entertainment. Award partial credit for correct identification with one error.

Math: $720 annual car insurance + 12 = $60/month sinking fund. $240 annual registration +
12 = $20/month. Combined = $80/month. Accept any correct sinking fund calculation.

@ ADDITIONAL INSIGHTS FOR PARENTS

The sinking fund concept is one of the most practically useful budgeting tools, yet it is rarely
taught explicitly. The core insight: irregular expenses are not surprises if you plan for them.
Car maintenance, holiday gifts, annual subscriptions, and medical deductibles all follow
predictable annual patterns.

A useful household exercise: list every expense your family pays annually rather than
monthly. Divide the total by 12. This number represents your true monthly cost of living. Most
families find it is $200—$400 higher than they assumed.

Discussion prompt: “Look at the last three months of spending. What expenses hit that you
didn’t plan for? Were any of them actually predictable—you just hadn’t set money aside in
advance?”

Lesson 2.3 Budget Simulation

Students build a complete monthly budget using a realistic $2,000 after-tax income scenario.




TEACHING NOTES

Project-based lesson. Give students: a job (retail associate, $13/hr, 38 hrs/wk = $2,000/month
net), a real city, access to real apartment listings and grocery prices.

Students must: find a realistic apartment, estimate all expense categories with real numbers,
balance the budget, identify one trade-off, and describe what they’d cut if income dropped 20%.

KEY VOCABULARY

Term Definition

Budget surplus When income exceeds expenses; money left over
after all obligations.

Budget deficit When expenses exceed income; you are spending
more than you make.

Discretionary income Money remaining after paying for necessities.

Lifestyle inflation The tendency to spend more as you earn more,
keeping savings flat.

Zero-based budget A budgeting method where every dollar of income
is assigned a purpose.

Budget adjustment Changing expense amounts when income or costs
change.

Underspending Spending less than budgeted in a category.

Overspending Spending more than budgeted in a category.

LEARNING OBJECTIVES

e Build a complete monthly budget from scratch

e Identify areas of overspending and adjust

e Compare zero-based vs. 50/30/20 methods

e Reflect on lifestyle choices embedded in spending

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. What surprised you most about where the money went?

Model Answer: Housing, food, and transportation together often leave little room.
Students are routinely shocked that after essentials, discretionary income is minimal.

Q2. Did you end up with a surplus or deficit? What would you cut first?

Model Answer: Cut variable discretionary first, then consider structural changes like
finding a roommate or cheaper housing.



Q3. What is the difference between zero-based and 50/30/20 budgeting?

Model Answer: 50/30/20 is a high-level guideline for beginners. Zero-based assigns
every dollar to a specific category and balances to zero.

Q4. How does your budget reflect your values?
Model Answer: A budget shows what you actually prioritize, not what you say you value.

Q5. Ifincome dropped 25%, what would you change first?

Model Answer: Priority: (1) Cut discretionary wants, (2) Temporarily reduce savings rate,
(3) Renegotiate fixed expenses, (4) Explore side income.

@ For Parents — What This Lesson Covers

Your student built a complete monthly budget from scratch using a realistic income scenario

($2,000/month after-tax) in a real city with real prices. This project-based lesson is often the

first time teens confront the actual cost of independence — housing, food, transportation, and

utilities together frequently consume most or all of a modest income. The discomfort is

intentional and educational.

Key Points to Emphasize

e Budget building requires real numbers. The exercise of looking up actual apartment rents
and grocery costs is more valuable than any textbook example.

e Most student budgets don't balance on the first attempt. The skill is identifying which
expenses to cut, not assuming the math will work out.

e Zero-based budgeting (every dollar is assigned a purpose) is more precise than
percentage-based budgeting. Both are valid; starting simple is better than not starting.

e The largest line items in any budget — housing, transportation, food — are also the
hardest to change quickly. Choosing these well upfront matters enormously.

e What a budget reveals about values is often more important than whether it balances.
Spending priorities show what someone actually cares about.

v LESSON FINISHER ANSWER KEY

Budget Review: Award full credit for a balanced budget (income = expenses + savings) or a
clearly explained deficit with a reduction strategy. Penalize budgets that ignore rent, food, or




transportation.

Short Answer: Strong answers explain that zero-based assigns every dollar a specific purpose
(income - all assigned expenses = 0), while 50/30/20 uses broad percentage categories.
Trade-off: Award credit for any clearly stated trade-off that reflects real constraint: roommate
to reduce rent, cutting streaming, eliminating dining out. Award additional credit for
quantifying the impact.

@ ADDITIONAL INSIGHTS FOR PARENTS

The budget simulation reveals something important: the gap between knowing what a budget
is and actually building one. Most teens can define a budget in 30 seconds. Building one with
real prices, real constraints, and limited income is a different cognitive task. Let your student
struggle with it.

If your student’s budget doesn’t balance, resist the temptation to immediately solve it for
them. Ask: “What would you cut?” followed by “What would that feel like?” The emotional
response to cutting spending is as important to explore as the math.

Discussion prompt: “If you had to live on this budget for a real month, what would be hardest
to give up? Is there anything you assumed you’d have that the budget doesn’t support?”

Lesson 2.4 Tracking Spending

Methods and tools for monitoring day-to-day spending and building lasting financial
awareness habits.



TEACHING NOTES

Research shows people who track spending save significantly more — awareness changes
behavior.

Methods: manual (pen/paper), app-based (Mint — free; YNAB — $15/month), weekly bank
statement review.

Spending audit: ask students to list every purchase from the last 7 days from memory, then
check their statements. The gap is always revealing.

Subscription audit: list every subscription, calculate monthly and annual cost.

KEY VOCABULARY

Term Definition

Expense tracking Recording every purchase to understand and
control spending patterns.

Spending audit A review of past spending to identify patterns,
waste, and opportunities.

Budget app A software tool for tracking spending and
managing a budget.

Subscription creep The gradual accumulation of recurring
subscription charges.

Impulse purchase An unplanned, emotionally-driven purchase.

Financial awareness Understanding where your money goes and why.

Net worth Total assets minus total liabilities.

Reconciliation Comparing your budget to actual spending at
month end.

LEARNING OBJECTIVES

e Identify at least two methods for tracking daily spending
e Conduct a personal spending audit over one week

e Recognize patterns of impulse spending

e Explain how small purchases compound over time

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. Have you ever been surprised by something on your bank statement?

Model Answer: Guide toward forgotten subscriptions, small purchases that added up,
automatic renewals.



Q2. If you spend $5/day on coffee, how much per year?

Model Answer: $5 x 365 = $1,825/year. Invested at 7% for 30 years: ~$13,900. Small
recurring costs are invisible in the moment but significant in aggregate.

Q3. What is the difference between tracking and having a budget?

Model Answer: A budget is a plan (forward-looking); tracking is a record (backward-
looking). You need both.

Q4. Why don’t most people track spending even though they know they should?

Model Answer: Friction and fear. The fix: auto-tracking apps and framing it as curiosity
rather than judgment.

Q5. What is subscription creep?

Model Answer: The gradual accumulation of monthly subscriptions. At $10—$15 each,
just 8 subscriptions = $80—$120/month — nearly $1,000-$1,440/year.

B For Parents — What This Lesson Covers

Your student learned why spending awareness is the prerequisite for spending control, and
explored methods for tracking purchases — from manual logs to app-based tools. The lesson's
central demonstration was the subscription audit: listing every recurring charge from
memory, then checking against actual statements. The gap between what people think they're
paying and what they're actually paying is almost always significant.

Key Points to Emphasize

e Tracking spending is backward-looking (what did I spend?); a budget is forward-looking
(what will I spend?). Both are necessary; neither replaces the other.

e Awareness changes behavior. People who track their spending spend less, not because
tracking restricts them but because it eliminates the fiction that small purchases don't add
up.

e Subscription creep is real: individual $10—$15 monthly charges accumulate to $100-
$200/month without feeling like a single large purchase.

e The most effective tracking method is the one that actually gets used consistently — even a
simple weekly bank statement review beats the best app that gets abandoned.

e Small recurring purchases compound significantly: $5/day on coffee = $1,825/year.
Invested at 7% for 30 years: approximately $13,900.

v LESSON FINISHER ANSWER KEY
Multiple Choice: B — Tracking spending is backward-looking (what did I spend?), while a
budget is forward-looking (what will I spend?). Both are necessary; neither replaces the other.

Short Answer: Strong answers name two or more tracking methods: bank statement review,
budgeting app (YNAB, Mint), pen-and-paper ledger, or spreadsheet. Award credit for noting




that any consistent method beats the best inconsistent one.

Math: $6 coffee x 5 days/week x 52 weeks = $1,560/year. Invested at 7% annually for 10 years
with annual contributions = $21,500. Accept any correct annual calculation; award bonus
credit for the investment projection.

@ ADDITIONAL INSIGHTS FOR PARENTS

Spending awareness is a prerequisite for spending control. Research consistently shows that
people who track their spending spend less—not because tracking imposes restriction, but
because it eliminates the fiction that small purchases “don’t add up.” They do.

The most revealing exercise for any family is a subscription audit: list every recurring charge—
streaming, apps, memberships, software, news, delivery services. Add them up monthly and
annually. Most families discover $50—$150/month in charges they had forgotten or
undervalued.

Discussion prompt: “Without looking at your phone or bank account, list every recurring

payment you make each month. Then check. How close were you?” The gap is almost always
surprising—and instructive.

UNIT 2 REVIEW — Budgeting

Teaching Guidance for the Review Session Allow 25—35 minutes. The budget simulation
activity in Lesson 2.3 may still feel fresh — this is a good opportunity to revisit any budget that
didn't balance during that lesson. First half: independent completion of Parts 1 and 2. Second
half: Group Weighs In debrief as a facilitated discussion with the group.

Key Terms Answer Key

e 50/30/20 rule: A budgeting guideline allocating 50% of after-tax income to needs, 30% to
wants, and 20% to savings and debt payoff.

¢ Fixed expense: A cost that stays the same each month regardless of usage, such as rent,
insurance premiums, or loan payments.

e Variable expense: A cost that changes month to month, such as groceries, gas, or
entertainment.

¢ Sinking fund: Money set aside monthly in advance for a known future irregular expense,
such as annual insurance or car maintenance.

e Budget deficit: When expenses exceed income in a given period; you are spending more
than you make.

e Subscription creep: The gradual accumulation of recurring subscription charges that
individually seem small but add up significantly.

e Zero-based budget: A budgeting method where every dollar of income is assigned a
specific purpose so that income minus all assignments equals zero.

e Cash flow: The movement of money into (income) and out of (expenses) your accounts
over a period.

The Group Weighs In — Debrief Focus



The Group Weighs In puts all four characters at month-end on $1,800/month income. The key
numbers to work through together: Joseph has $43 left with 9 days until payday — if he puts
that 9-day gap on a credit card at 24% APR, a $100 shortfall accrues approximately $0.66 in
interest per day (not catastrophic on its own, but illustrative of the pattern). Alex had a high-
income month and spent freely — next month at $900 income he has no buffer. Sofia has $280
remaining and no explanation for the rest. Lucy has surplus and moved it immediately to
savings. The debrief question to push on: whose approach is replicable month after month
without luck or a good month bailing them out?

Reflection prompts should push students toward specificity. 'I will track my subscriptions'is
less useful than 'T will review my bank statement every Sunday and cancel anything I haven't
used in 30 days.' Encourage concrete, dated commitments where possible.



Unit 3 — Saving & Emergency Funds

Week 3

Lesson 2.5 The Envelope Method

A cash-based budgeting system that makes spending visible and builds discipline — ideal for
teens without bank accounts.

Learning Objectives

By the end of this lesson, students will be able to: (1) explain how the envelope method works
and why cash creates stronger spending awareness than digital payment; (2) design a functional
envelope budget using their own income; (3) identify at least one situation where envelopes are
the best tool and one where they are not; (4) describe the trade-off process when an envelope
runs empty.

Teaching Notes

This lesson resonates most strongly with students who have tried to budget digitally and failed.
Open with a direct question: “How many of you have checked your bank balance and been
surprised by how low it was?” That gap between expected and actual is exactly what the
envelope method closes.

Emphasize the cash psychology principle early: research consistently shows people spend less
when using cash than cards. The physical act of handing over bills and watching them leave
triggers a different response in the brain than a tap or swipe. This is not a character flaw — it is
brain wiring. The envelope method works with that wiring rather than against it.

For students without bank accounts: this is the most practical budgeting tool immediately
available to them. Do not frame it as a workaround or a lesser option — frame it as a genuine
system that millions of people use successfully, and one that many financial experts recommend
as a starting point even for adults.

The trade-off rule is the most important discipline to teach: moving money between envelopes is
allowed — but it must be a conscious decision, not an automatic one. The physical act of moving
cash from one envelope to another forces acknowledgment of the trade-off in a way that simply
adjusting a number in an app does not.

Key Vocabulary

Envelope method: Cash divided into labeled envelopes by category; spending stops when an
envelope is empty

Cash psychology: The principle that physically handing over cash creates stronger spending
awareness than digital payment methods

Budget allocation: Deciding in advance how much money goes to each spending category

Trade-off: Giving up spending in one category to fund another — must be a deliberate,
conscious decision

Discussion Questions with Model Answers



Q1. Why does physically spending cash feel different from swiping a card, even
when the dollar amount is the same?

Model Answer: Cash is tangible — you can see it, count it, and feel it leave your hand. Research
in behavioral economics consistently shows people spend less with cash than with cards because
the loss feels real and immediate. Cards abstract the transaction into a number; cash makes the
cost concrete. The envelope method uses this wiring intentionally.

Q2. A student’s Fun envelope is empty on day 20 of the month. They really want to
go to a movie. What are their options and what does each choice cost them?

Model Answer: Options: (1) Skip the movie and wait until next month — costs the experience
but maintains the budget. (2) Transfer money from another envelope — costs that category (e.g.,
less food money for the rest of the month). (3) Earn extra money — costs time. The key is that
each option involves a visible, acknowledged trade-off rather than an invisible one.

Q3. What is the biggest limitation of the envelope method, and when should
someone graduate to a different system?

Model Answer: Cash does not build credit, earns no interest, and carries risk of theft or loss. It
is also impractical for online purchases and some modern transactions. The envelope method is
a discipline-building tool — most people graduate to a bank account and digital budgeting (apps
like YNAB or even a spreadsheet) once the habit of intentional, category-based spending is
established. The goal is to internalize the envelope mindset, then carry it into digital money
management.

Check Questions with Model Answers

Q1. A friend tracks all spending on their phone but still runs out of money. How
would envelopes change their behavior?

Model Answer: Tracking records what happened; envelopes control what happens. With an
app, money is still freely available and the tracking only shows the damage afterward. With
envelopes, the physical limit stops the spending at the point of decision — before the money is
gone.

Q2. Name one situation where the envelope method is ideal and one where it is
not practical.

Model Answer: Ideal: a teen with no bank account managing a weekly allowance — fully
functional, no technology required. Not practical: online shopping, subscription payments, or
any purchase requiring a card. Digital envelope apps (YNAB, Goodbudget) bridge this gap.

Lesson 3.1 Why Save?

Goals-based saving — the psychology of short, medium, and long-term saving.

TEACHING NOTES

Most financial education skips the “why” and jumps to mechanics. This lesson focuses on
motivation.

Three horizons: short-term (under 1 year), medium-term (1—5 years), long-term (5+ years).



Key insight: naming savings accounts after goals increases saving rates. Have students name
three savings goals right now.

KEY VOCABULARY

Term Definition

Short-term goal A financial target achievable within 12 months.

Medium-term goal A financial target 1—5 years away.

Long-term goal A financial target 5+ years in the future.

Delayed gratification Resisting an immediate reward in favor of a larger
future reward.

Saving rate The percentage of income saved.

Financial goal A specific, measurable target for a financial
milestone.

Purposeful saving Saving with a §pegific goal attached, which
Increases motivation.

LEARNING OBJECTIVES

¢ Identify goals across three time horizons

e Explain the psychological challenge of saving for distant goals
e Connect saving habits to real desired outcomes

¢ Distinguish saving vs. investing by time horizon

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. What do you want in the next 6 months, and how much must you save weekly?

Model Answer: Students name a goal (e.g., AirPods $200). Calculate: $200 + 24 weeks =
$8.33/week. This makes saving concrete and actionable.

Q2. Why is it harder to save for something 10 years away?

Model Answer: Present bias — our brains treat immediate rewards as more real than
future ones. Automate savings and make goals concrete with specific numbers and dates.

Q3. Why do people save more when they name their savings accounts after goals?

Model Answer: Labeling money changes how we think about spending it. “Emergency
Fund” feels different to withdraw from than “General Savings.”

Q4. Is there a difference between saving and not spending?

Model Answer: Yes — saving means intentionally setting money aside in a dedicated
account. Not-spending is passive and easily reversed.

Q5. What would you do with $10,000 right now vs. spread over 10 years?

Model Answer: $10,000 invested at 7% for 10 years becomes ~$19,672. What you do with
money has very different compounding implications.



M For Parents — What This Lesson Covers

Your student explored the psychology of saving — specifically why humans struggle to save for

distant goals and what practical strategies overcome that tendency. The lesson establishes

three saving time horizons (short: under 1 year, medium: 1—5 years, long: 5+ years) and

connects savings to specific goals rather than vague intentions. A key finding: naming a

savings account after its goal meaningfully increases the likelihood of preserving those funds.

Key Points to Emphasize

e Saving is not about deprivation — it's about buying future choices. A teen with $2,000
saved has options a teen with $0 saved does not.

e Present bias is real: our brains treat immediate rewards as more valuable than future ones.
This is why automation beats willpower every time.

¢ Naming savings accounts after specific goals (Car Fund, College Fund, Emergency Fund)
makes the money psychologically harder to spend on something else.

¢ The difference between saving and not-spending: saving means intentionally placing
money in a dedicated account. Not-spending is passive and easily reversed.

¢ Compound interest works in favor of savers. Money saved early grows exponentially;
money saved later has fewer years to compound.

v LESSON FINISHER ANSWER KEY
Multiple Choice: C — The primary reason to save before spending is opportunity cost and
financial resilience, not punishment or delay.

Short Answer: Strong answers distinguish simple interest (calculated only on principal: P x r
x t) from compound interest (calculated on principal plus accumulated interest). Award full
credit for noting compound interest accelerates growth exponentially.

Math: To save $2,000 in 12 months: $2,000 + 12 = $167/month. To save $500 in 5 months:
$500 + 5 = $100/month. Accept correct division; award bonus credit for noting the habit-
forming benefit of consistent monthly savings.

() ADDITIONAL INSIGHTS FOR PARENTS

Delayed gratification is one of the most studied predictors of financial success—and one of the




most coachable skills. More recent research suggests the ability to delay is not fixed at
childhood; it can be developed through practice and environment design.

One powerful framing: saving is not about deprivation. It’s about buying future choices. A
teen with $2,000 saved has options a teen with $0 saved doesn’t—the ability to cover an
emergency, take a gap semester, or make a better decision without desperation. Savings buys
optionality.

Discussion prompt: “Think of a time when not having money forced you to make a worse
decision than you would have made with savings. What would you have done differently?
What does that tell you about why savings matter?”

Lesson 3.2 The Emergency Fund

Why 3—6 months of expenses saved in cash is the single most important financial foundation.

TEACHING NOTES

The emergency fund is the cornerstone of financial security. Without it, any unexpected expense
triggers debt.

3 months minimum (stable income, no dependents), 6 months recommended (variable income,
self-employed, dependents). Calculate on essential expenses only.

Contrast: someone without an emergency fund who faces a $1,000 car repair puts it on a 22%
APR credit card. Even paying it off in 6 months, that repair costs $1,066 instead of $1,000.

KEY VOCABULARY



Term Definition

Emergency fund Cash savings covering 3—6 months of essential
expenses for unexpected events.

Liquid savings Savings easily accessible without penalty or delay.

Financial cushion Informal term for emergency fund; a buffer

against unexpected costs.

3-6 month rule The standard guideline for emergency fund size
relative to monthly expenses.

Unexpected expense An unplanned cost: job loss, medical bill, car
repair, home repair.

Financial resilience The ability to absorb financial shocks without
derailing your financial plan.

Separate account Keeping emergency funds distinct to prevent
accidental spending.

High-yield savings A savings account earning significantly above
average interest.

LEARNING OBJECTIVES

e Explain what an emergency fund is and why it matters
e Calculate a personal emergency fund target

e Describe consequences of not having one

e Create a simple plan to build one on a limited income

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. What qualifies as a financial emergency? What does not?

Model Answer: Emergency: job loss, medical bill, urgent car repair. NOT emergency:
predictable annual expenses, sales, entertainment.

Q2. Why keep emergency funds in a separate account from checking?

Model Answer: Out of sight reduces temptation. A slight transfer delay creates friction. A
labeled account feels off limits.

Q3. Without an emergency fund, what are your options when your car breaks
down?
Model Answer: Credit card (22—29% APR), personal loan, borrow from family, payday
loan (300—400% APR — catastrophic). All are worse than having savings.



Q4. Why might a high-income person still struggle to build an emergency fund?

Model Answer: Lifestyle inflation: expenses grow to match income. The percentage saved
matters more than absolute income level.

Q5. At your income, how long to save 3 months of expenses?

Model Answer: Model: monthly expenses $1,500, saving $200/month — 3-month target
= $4,500 + $200 = 22.5 months.

B For Parents — What This Lesson Covers

Your student learned that a 3—6 month emergency fund of liquid savings is the single most
important financial foundation anyone can build. Without it, any unexpected expense — a car
repair, a medical bill, a lost job — forces debt at whatever interest rate is available. The lesson
calculated personal emergency fund targets and mapped the cost of alternatives (credit cards
at 22%+ APR, payday loans at 300%+ APR).

Key Points to Emphasize

The emergency fund target is 3—6 months of essential monthly expenses, not total income.
Calculate rent + food + utilities + insurance + transportation only.

3 months is the minimum for stable-income, no-dependents situations. 6 months is
appropriate for variable income, self-employment, or having dependents.

True financial emergencies are unexpected, necessary, and income-threatening: job loss,
medical bills, urgent car repairs. Predictable annual expenses are not emergencies —
they're sinking fund items.

The emergency fund must be liquid and accessible: a high-yield savings account, separate
from checking. Never invest an emergency fund in the stock market.

Every dollar in emergency savings is insurance against debt. A $900 car repair from
savings costs $900. The same repair on a credit card at 22% APR costs significantly more
over time.

v LESSON FINISHER ANSWER KEY

Multiple Choice: D — A 3—6 month emergency fund should cover essential monthly expenses
(rent, food, utilities, insurance, transportation), not total income.

Short Answer: Strong answers define an emergency fund as a dedicated, liquid reserve for true
financial emergencies (job loss, medical bills, major car repair) separate from regular savings.
Award credit for noting it should NOT be used for predictable expenses or discretionary
purchases.

Math: Monthly essentials = $900 rent + $200 food + $100 utilities + $120 insurance + $80
transportation = $1,400/month. 3-month fund = $4,200. 6-month fund = $8,400. Accept any
correct calculation using the provided expense estimates.




Q ADDITIONAL INSIGHTS FOR PARENTS

Survey data consistently shows that a significant portion of American adults cannot cover a
$400 emergency without borrowing. The emergency fund is the single most impactful
financial buffer available to any household. Without it, every unexpected cost becomes a debt
event.

For teenagers, the emergency fund serves an additional purpose: it builds the savings habit
before the stakes are high. A teen with $500 consistently saved is practicing the behavior that
will protect them when the emergencies are $5,000. The amount matters less than the
discipline.

Discussion prompt: “If you lost your part-time job tomorrow, how many days could you cover
your expenses without borrowing money? What would running out of money feel like?” This is
a concrete, non-threatening way to make emergency fund math personal.

Lesson 3.3 High-Yield Savings Accounts

Comparing savings products by APY — and why most Americans are leaving significant
money on the table.

TEACHING NOTES
Traditional big-bank savings: 0.01—-0.05% APY. Online high-yield savings (Ally, Marcus, SoFi):
4—5% APY. On $5,000: $5/year vs. $200—$250/year.

APY vs. APR: APY includes compounding — always compare APY for savings accounts.

Why online banks pay more: no branches = lower overhead = better rates for depositors.



Hands-on: look up current rates at three online banks and calculate interest on $1,000 over one

year.

KEY VOCABULARY

Term

APY

APR

Interest rate

Compound interest
High-yield savings account

Money market account

Definition

Annual Percentage Yield; includes compound
interest; the true annual return on savings.

Annual Percentage Rate; does not include
compounding; used for loans.

The percentage of a balance paid as compensation
or charged annually.

Earning interest on previously earned interest;
accelerates growth over time.

A savings account at typically an online bank
paying significantly above average APY.

A savings product with higher rates and
sometimes limited check-writing.

FDIC Federal Deposit Insurance Corporation; insures
bank deposits up to $250,000.

Liquidity How quickly an asset can be converted to cash
without loss of value.

Opportunity cost What you give up by choosing one option over
another.

LEARNING OBJECTIVES

e Define APY and how it differs from APR

e Compare at least two types of savings accounts

e Calculate interest earned at a given APY

e Explain why keeping savings in checking is a missed opportunity

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. 0.01% vs. 4.5% APY on $1,000 — what is the difference after one year?

Model Answer: At 0.01%: $0.10 earned. At 4.5%: $45 earned. On $10,000: $1 vs. $450.
Over 10 years the same $10,000 earns roughly $10 in a traditional account vs. over $5,500
at 4.5%.

Q2. Why do online banks offer higher rates?

Model Answer: No physical branches, tellers, or ATM networks. Lower overhead allows
them to pass more margin to customers.

Q3. What is the difference between APR and APY?



Model Answer: APR = simple annual rate with no compounding. APY = effective annual
rate including compounding. For savings: always compare APY.

Q4. Should everyone put all savings in the highest-interest account?

Model Answer: For emergency funds and short-term savings: yes. For long-term savings
(5+ years): high-yield savings underperforms a diversified index fund historically.

Q5. Why does FDIC insurance up to $250,000 matter?

Model Answer: It means you cannot lose savings if your bank fails. Bank failures are rare
but have happened. FDIC-insured depositors are fully protected.

M For Parents — What This Lesson Covers

Your student compared traditional bank savings accounts (typically 0.01-0.05% APY) to

high-yield savings accounts offered by online banks (typically 4—5% APY). On $5,000 in

savings, the difference is approximately $5/year versus $200—$250/year. The lesson explains

why online banks pay more (no physical branches = lower overhead), confirms they are FDIC-

insured, and introduces APY vs. APR as the correct comparison metric.

Key Points to Emphasize

e High-yield savings accounts (HYSAs) consistently pay 4—9x the national average savings
rate. On any meaningful savings balance, this difference is real money.

¢ Online banks offering HYSAs are FDIC-insured to $250,000 — exactly as safe as
traditional bank accounts. The absence of physical branches is the trade-off, not safety.

e APY (Annual Percentage Yield) accounts for compounding and is the correct metric for
comparing savings accounts. APR does not account for compounding.

e Rates fluctuate with Federal Reserve policy but online banks consistently maintain a large
spread above brick-and-mortar savings rates regardless of rate environment.

e HYSAs are appropriate for emergency funds and short-term savings. Long-term savings
(5+ years) should be invested — HYSA rates will not outpace inflation over decades.

v LESSON FINISHER ANSWER KEY

Multiple Choice: A — APY (Annual Percentage Yield) accounts for compound interest, making
it the accurate measure of what a savings account actually earns over a year. APR does not
account for compounding.

Short Answer: Strong answers note that HYSAs typically offer 4—5x the national average
savings rate, are FDIC-insured, liquid, and accessible online. Award credit for noting the
trade-off: no physical branch, entirely digital management.

Math: $1,000 at 0.5% APY for 1 year = $5 interest. $1,000 at 4.5% APY for 1 year = $45
interest. The HYSA earns $40 more per year per $1,000. For $3,000 in savings, the annual
difference is $120. Accept any correct APY x principal calculation.




@ ADDITIONAL INSIGHTS FOR PARENTS

The difference between a traditional bank savings account and a high-yield savings account is
often 4—9x the annual interest rate. For a teen with $1,000—$3,000 saved, this represents a
meaningful difference in earnings—and more importantly, a habit: always asking “am I
getting the best available return on money I'm not using?”

High-yield savings accounts are typically offered by online-only banks (SoFi, Marcus, Ally,
Discover, and others). They are FDIC-insured to $250,000, meaning they are as safe as any
traditional bank account. Rates fluctuate with Federal Reserve policy but consistently
outperform brick-and-mortar bank savings rates.

Discussion prompt: “Look up the current high-yield savings rate at two online banks right
now. Compare it to what a traditional savings account pays. What would the difference earn
you on $1,000 over 5 years?” Doing the actual math together makes the lesson lasting.

Lesson 3.4 Automating Savings

The “pay yourself first” principle — why automation beats willpower every time.

TEACHING NOTES

Willpower is finite and depletes throughout the day. Automation removes willpower from the
equation entirely.

Mechanics: set up a recurring automatic transfer from checking to savings on payday — before
you see the money.

Behavioral evidence: employers using opt-out 401(k) enrollment (automatic) have dramatically
higher participation than opt-in employers.



KEY VOCABULARY

Term Definition

Automatic transfer A scheduled, recurring movement of funds
without manual action.

Pay yourself first A strategy of saving before spending — treating
savings as the first expense.

Direct deposit Paycheck deposited electronically by employer
directly to your bank account.

Behavioral finance The study of how psychology affects financial
decision-making.

Willpower depletion The psychological phenomenon where self-control
diminishes with use.

Out of sight out of mind Money in a separate account is psychologically
easier to leave untouched.

Lifestyle inflation The tendency for spending to expand to match
increases in income.

Savings rate The percentage of income saved; a key metric of
financial health.

LEARNING OBJECTIVES

e Explain the “pay yourself first” principle

e Describe how to set up an automatic savings transfer
¢ Understand why automation outperforms willpower
e Connect automation to lifestyle inflation

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. Why do people who automate savings save more?

Model Answer: They remove the moment of decision. Research shows auto-enrollment in
retirement plans increases participation 30—40%.

Q2. If you got a $100 raise, would you spend it or save it?

Model Answer: Most people spend it — this is lifestyle inflation. Save at least a portion of
every income increase before adjusting lifestyle upward.

Q3. Why does “out of sight, out of mind” help with saving?

Model Answer: Money in checking is psychologically available to spend. Physical
separation creates psychological separation.

Q4. Are round-up apps (like Acorns) a gimmick or genuinely useful?



Model Answer: Both. Psychologically effective for people who cannot save otherwise. But
amounts are small — not a replacement for intentional savings.

Q5. How does $0/month vs. $200/month auto-save differ over 20 years?

Model Answer: $200/month at 7% over 20 years = $104,000. Dollars saved early
contribute exponentially more than dollars saved later.

M For Parents — What This Lesson Covers

Your student learned the 'pay yourself first' principle: directing a portion of every paycheck to
savings before spending anything, via automatic transfer. The lesson draws on behavioral
economics research — opt-out retirement enrollment dramatically outperforms opt-in — to
explain why removing the moment of decision is more reliable than intending to save.
Automation is the single highest-leverage savings behavior available.

Key Points to Emphasize

e Automation removes willpower from the equation. Money that never appears in a
checking account is never spent impulsively.

e 'Pay yourself first' means savings is treated as the first expense, not what's left over. The
sequence change is everything: save first, spend the rest.

e The optimal automatic transfer date is the day after paycheck deposits — before any other
spending has occurred.

¢ Even small automated amounts compound meaningfully: $25/paycheck at 4.5% APY for 5
years is approximately $3,500. The habit is the point, not the amount.

e Lifestyle inflation — spending more as you earn more — is automatically neutralized when
income increases trigger automatic savings increases rather than lifestyle upgrades.

v LESSON FINISHER ANSWER KEY
Multiple Choice: B — Automatic savings work because they remove willpower from the
equation. Money that never appears in checking cannot be spent impulsively.

Short Answer: Strong answers explain “pay yourself first” as directing a portion of income to
savings before any discretionary spending. Award credit for noting this reverses the typical
sequence (save what’s left over) and virtually guarantees consistent saving.

Math: $25/week x 52 weeks = $1,300/year. At 4.5% APY after 1 year = $1,358. Over 5 years
with continued contributions at 4.5% = $7,100. Accept correct weekly-to-annual conversion;
award bonus credit for multi-year projection.

¢ ADDITIONAL INSIGHTS FOR PARENTS

Automation is the most powerful savings tool available, and it costs nothing to implement.




Most banks allow you to schedule automatic transfers from checking to savings on any day of
the month. The optimal day is the day after your paycheck deposits—so the money moves
before it can be spent.

Research on savings behavior consistently shows that default enrollment dramatically
increases participation rates. A teen who automatically saves $25 per paycheck will save more
over a year than one who saves when they remember—even if the latter has better intentions.
If your teen earns money from any regular source, consider setting up a real automatic
transfer together—even $10 or $20 per paycheck. Discussion prompt: “If you automatically
moved $20 from every paycheck to savings before you could spend it, would you notice?
Would you actually miss it?”

UNIT 3 REVIEW — Saving & Emergency Funds

Teaching Guidance for the Review Session Allow 20-30 minutes. This review session is
well-anchored by the car repair scenario in The Group Weighs In, which gives concrete dollar
amounts to all four outcomes. First half: independent Key Terms completion. Second half: the
car repair scenario as a full discussion.

Key Terms Answer Key

¢ Emergency fund: Cash savings covering 3—6 months of essential expenses for unexpected
events such as job loss, medical bills, or major repairs.

e Liquid savings: Savings easily accessible without penalty or significant delay; held in a
checking or savings account, not invested.

e APY: Annual Percentage Yield; the effective annual rate earned on a savings account,
accounting for compounding.

e Pay yourself first: A savings strategy where a portion of every paycheck is directed to
savings before any discretionary spending occurs.

¢ Sinking fund: Monthly savings designated for a known future irregular expense.

¢ High-yield savings account: A savings account — typically offered by an online bank —
paying significantly above the national average APY.

e Automatic transfer: A scheduled, recurring movement of funds from checking to savings
without manual action.

The Group Weighs In — Debrief Focus

The $900 car repair scenario generates four distinct outcomes with concrete financial
consequences. Walk through each: Lucy pays $900 from savings and begins rebuilding next
paycheck — total cost $900. Joseph puts $900 on a 24% APR credit card, makes minimum
payments for 5+ years, and pays approximately $1,600+ total for a $900 repair. Alex covers
$600 from savings and borrows $300 — workable but fragile. Sofia pays cash from her
envelopes but now holds $1,900 in uninvested cash earning $0. The debrief question: if Sofia's
$2,800 had been in a 4.5% APY high-yield savings account for 2 years, how much would she
have earned? (Approximately $256.) That is the measurable opportunity cost of keeping cash at
home.

The reflection prompt ('What would happen if you lost your income today?') is designed to be
personal and slightly uncomfortable. That discomfort is the point — it motivates the



emergency fund conversation more than any abstract argument does. Don't rush past honest
answers.



Unit 4 — Credit & Debt

Weeks 4—5

Lesson 4.1 What is Credit?

Credit scores, credit reports, FICO scores, and why a three-digit number has enormous power.

TEACHING NOTES

Open: “What number between 300 and 850 determines whether you can rent an apartment,
what interest rate you pay on a car loan, and sometimes whether you get a job?”

FICO factors: Payment history 35%, Amounts owed/utilization 30%, History length 15%, New

credit 10%, Credit mix 10%.

Three bureaus: Equifax, Experian, TransUnion. Free annual reports at

AnnualCreditReport.com.

Debt-to-income ratio (DTI): a related concept lenders use alongside credit scores. Monthly debt
payments + gross monthly income. Example: $300 car payment + $150 student loan = $450 in

monthly debt. $450 + $2,500 gross income = 18% DTI. Below 36% is generally considered

healthy by lenders; below 20% is strong. DTI does not appear on a credit report but is evaluated

separately during loan applications.

KEY VOCABULARY

Term

Credit score
Credit report

FICO score

Credit bureau
Hard inquiry
Soft inquiry
Credit utilization
Payment history
Credit age

Derogatory mark

Definition

A number (300-850) summarizing your
creditworthiness based on your credit history.

A detailed record of your credit history
maintained by the three credit bureaus.

The most widely used credit scoring model.

An agency that collects and maintains consumer
credit information.

A credit check triggered by a loan or credit
application; temporarily lowers your score.

A credit check for pre-approval or self-
monitoring; does not affect your score.

The percentage of available credit you are
currently using; keep below 30%.

Record of on-time vs. late payments; the single
most important FICO factor (35%).

Average age of all your credit accounts; older is
better.

Negative items on your credit report: missed
payments, collections, bankruptcies.



LEARNING OBJECTIVES

e Define credit score and explain what factors affect it
e Name the three credit bureaus

e Distinguish hard vs. soft inquiries

e Explain why building credit early is important

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. Why does a number between 300—-850 have so much financial power?

Model Answer: Lenders and landlords use scores to predict default risk. A 760+ score
might get 6% on a mortgage; 580 might get 9% or a denial. Over 30 years on a $300,000
mortgage, that difference costs ~$180,000.

Q2. What are the five FICO score factors?

Model Answer: (1) Payment history 35%, (2) Utilization 30%, (3) History length 15%, (4)
New credit 10%, (5) Credit mix 10%.

Q3. Why can checking your own score lower it one way but not another?

Model Answer: Checking your own score is a soft inquiry — zero effect. When you apply
for credit, the lender does a hard inquiry that temporarily drops your score 5—10 points.

Q4. If you have never borrowed money, do you have a credit score?

Model Answer: Not initially — you have a thin file. Solutions: become an authorized user,
get a secured card, or take a credit-builder loan.

Q5. Can you have a high income but a poor credit score?

Model Answer: Absolutely yes. Income does not directly factor into credit scores. A
surgeon who misses payments will have a worse score than a nurse who always pays on time.

@ For Parents — What This Lesson Covers

Your student learned that a three-digit number (300—-850) called a credit score has significant
power over financial life: it affects whether you can rent an apartment, what interest rate you
pay on a car loan, and in some cases whether you get a job. The lesson covered the five FICO
factors, the three credit bureaus (Equifax, Experian, TransUnion), the difference between
hard and soft inquiries, and why starting to build credit early matters.

Key Points to Emphasize

e Payment history is 35% of a FICO score — the single largest factor. One 30-day late
payment can drop a score 60—110 points and remains on the report for 7 years.

e Credit utilization (amounts owed relative to credit limits) is 30% of the score. Keeping
utilization below 30% is a concrete, actionable target.

e Credit age (15% of score) rewards long account history. A teen added as an authorized user




to a parent's oldest account benefits from that account's entire history immediately.
¢ A high income does not produce a high credit score. Scores measure payment behavior,
not earnings. A surgeon who misses payments has a worse score than a nurse who doesn't.
e Every consumer is entitled to one free credit report from each of the three bureaus
annually at AnnualCreditReport.com — the only federally authorized free source.

v LESSON FINISHER ANSWER KEY

Multiple Choice: C — Payment history (35%) is the single largest FICO factor, followed by
amounts owed (30%), length of credit history (15%), new credit (10%), and credit mix (10%).
Short Answer: Strong answers explain that at 22% APR, monthly interest on a $1,000 balance
is approximately $18.33. A minimum payment of ~$25 applies only $6.67 to principal —
meaning the debt shrinks by less than $7 while interest keeps compounding on nearly the full
balance. Award full credit for any response that identifies the interest-vs-principal split and
explains why the debt barely decreases.

Math: $175 + $500 = 35% credit utilization — this exceeds the recommended 30% threshold.
To get back under 30%: $500 x 0.30 = $150 target balance. The cardholder needs to pay
down $25. Award full credit for correct utilization calculation plus identification that it
exceeds 30%. Award bonus credit for calculating the $25 paydown amount.

¢ ADDITIONAL INSIGHTS FOR PARENTS

Credit is one of the few financial tools where past behavior creates a numerical score that
affects your ability to rent an apartment, get a job, buy a car, or qualify for a mortgage. Most
teenagers don’t encounter their credit score until they need it—and by then, the choices that
built (or damaged) it are already behind them.

The single most impactful early credit move: become an authorized user on a parent’s credit
card account with a long, positive history. The account’s age, credit limit, and payment history
are reported on the teen’s credit file—giving them a meaningful starting score before they’'ve
made a single independent financial decision. This is legal, common, and effective.

Discussion prompt: “Did you know your credit score will be checked when you try to rent your
first apartment, and sometimes when you apply for a job? What would you want that score to
say about you by the time you’re 22?”

Lesson 4.2 How Interest Works

The math of borrowing — APR, compound interest acceleration, and the catastrophic cost of
minimum payments.




TEACHING NOTES

This lesson’s math does the teaching if you give students time to calculate.

Minimum payment trap demo: $1,000 balance, 22% APR, 2% minimum payment. Month 1:

interest $18.33, min payment $20, principal paid $1.67. At this rate: payoff takes 8+ years, total

paid = $2,300.

At $50/month: payoff 2 years, total = $1,200. At $100/month: payoff 11 months, total = $1,090.

Use an online credit card payoff calculator to make the math real.

KEY VOCABULARY

Term

APR

Interest

Simple interest
Compound interest
Minimum payment

Principal
Balance

Amortization
Revolving credit

Installment loan

LEARNING OBJECTIVES

e (Calculate simple interest on a loan

Definition

Annual Percentage Rate; the annual cost of
borrowing expressed as a percentage.

The cost of borrowing money, expressed as a
percentage of the outstanding balance.

Interest calculated only on the original principal;
not compounded.

Interest calculated on principal plus accumulated
interest; grows exponentially.

The lowest monthly payment accepted by a
lender; designed to maximize interest paid.

The original amount borrowed, before interest.
The total amount owed at any point in time.

The scheduled process of paying off a loan
through regular payments.

Credit that can be used repeatedly up to a limit
(credit cards).

Aloan repaid in fixed equal payments over a set
term.

e Show how compound interest accelerates debt growth
e Demonstrate the true cost of minimum-only payments

e Compare different repayment strategies

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. $1,000 at 22% APR, minimum payments only — how long and how much?

Model Answer: Payoff ~8—10 years, total paid ~$2,200-$2,500. The $1,000 purchase
effectively costs $1,000—$1,500 more in interest.

Q2. Why does compound interest help saving but hurt borrowing?



Model Answer: When saving: your interest earns interest. When borrowing: unpaid
interest adds to your balance — a debt spiral.

Q3. What does APR stand for and why is it the right comparison tool?

Model Answer: Annual Percentage Rate — the annual cost of borrowing. Expressing rates
annually allows apples-to-apples comparison between products.

Q4. What happens if 0% financing ends and you still have a balance?

Model Answer: This is the deferred interest trap. Interest accrues the whole time and is
charged retroactively if any balance remains at the end of the promotional period.

Q5. Why do credit card companies set minimum payments so low?

Model Answer: Low minimums maximize the time to pay off, which maximizes interest
collected. It is a deliberate design, not an oversight.

B For Parents — What This Lesson Covers

Your student worked through the math of compound interest on debt — specifically the
minimum payment trap. On a $1,000 credit card balance at 22% APR with minimum
payments only, payoff takes 8+ years and total cost exceeds $2,300. Paying $100/month
instead takes 11 months and costs approximately $1,090. This calculation is the most
impactful financial math most teens ever encounter.

Key Points to Emphasize

¢ APR (Annual Percentage Rate) is the annual cost of borrowing. Credit card APRs typically
run 20—29%. This rate, compounded monthly, determines how fast debt grows.

e Minimum payments are deliberately designed to maximize interest revenue for the lender.
They are not a repayment strategy — they are a perpetuation strategy.

e Compound interest on debt works exactly like compound interest on savings, in reverse:
unpaid interest adds to the principal balance, generating more interest.

e The Rule of 72 applies to debt: divide 72 by the interest rate to estimate doubling time. At
24% APR, an unpaid credit card balance doubles in 3 years.

e The difference between making minimum payments and paying $50/month extra is not
2x — it is often 4—8x less total interest paid and years off the payoff timeline.

v LESSON FINISHER ANSWER KEY

Multiple Choice: B — APR expresses the annual cost of borrowing. On credit cards, the daily
periodic rate = APR + 365. APY accounts for compounding and is used for savings products.
Short Answer: Strong answers explain that credit card interest compounds daily, meaning
unpaid balances accrue interest on top of interest, making high-interest debt extremely
expensive over time.

Math: $1,000 at 24% APR: monthly rate = 24% + 12 = 2%. Month 1 interest = $1,000 x 0.02

= $20. Total interest in year 1 = $237. Accept calculations showing correct monthly interest
rate application.




@ ADDITIONAL INSIGHTS FOR PARENTS

Interest is the price of borrowing someone else’s money. At low rates (a mortgage at 3%), it
enables major purchases that would otherwise be impossible. At high rates (a credit card at 24
—29%), it becomes a mechanism that transfers wealth from borrowers to lenders.
Understanding this distinction is foundational.

The Rule of 72 applies to debt, not just savings: divide 72 by the interest rate to estimate how
long it takes for a debt to double if unpaid. At 24% APR, an unpaid credit card balance
doubles in 3 years. Making minimum payments on high-interest debt is, in many cases,
mathematically equivalent to financial stagnation.

Discussion prompt: “If you borrowed $500 on a credit card at 24% APR and only made
minimum payments, how long would it take to pay it off —and how much would you actually
pay? Use a credit card calculator online.” The answer almost always produces visible surprise.

Lesson 4.3 Credit Card Traps

The psychology and mechanics of credit card debt — rewards hype, balance transfers,
deferred interest, and spending triggers.

TEACHING NOTES

Key traps: (1) Rewards trap — rewards cards have higher APRs; only beneficial if you NEVER
carry a balance. (2) Minimum payment trap. (3) Deferred interest vs. true 0%. (4) Balance
transfer fees (3—5%). (5) Retail store cards (25—-30% APR). (6) Cards reduce pain of payment —
studies show people spend 12—18% more with cards vs. cash.

KEY VOCABULARY

Term Definition

Minimum payment trap The cycle of paying only minimums, extending
debt and maximizing interest paid.

Deferred interest Interest that accrues during a promotional period
and is charged if balance remains.

Balance transfer Moving debt from one card to another for a lower
promotional rate.

Promotional rate A temporary low or 0% interest rate offered to
attract new customers.

Rewards card A credit card offering cash back, points, or miles;

typically has higher APR.
Annual fee A yearly charge for holding a credit card.



Late fee A penalty charged when a minimum payment is
not made by the due date.

Over-limit fee A fee for exceeding your credit card limit.

Spending trigger A psychological or environmental cue that
prompts spending behavior.

Credit card float The period between making a purchase and
paying for it.

LEARNING OBJECTIVES

e Identify at least four common credit card traps

e Evaluate whether a rewards card is worth it

e Explain how deferred interest differs from 0% interest
e Recognize psychological spending triggers

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. If credit card companies give away so much in rewards, how do they profit?

Model Answer: Multiple revenue streams: interchange fees (1.5—3.5% per swipe), interest
from those who carry balances, and fees. The subset who carry balances subsidizes rewards
for those who pay in full.

Q2. Have you been tempted to spend more to earn points?

Model Answer: If a card gives 2% cash back and you spend $200 more to earn $4, you
have lost $196. Rewards only make sense on spending you would have done anyway, and
only when paying the full balance monthly.

Q3. What is the difference between 0% interest and deferred interest?

Model Answer: True 0%: no interest accrues. Deferred interest: interest accrues and is
charged retroactively if any balance remains at the end of the promotional period.

Q4. Why do stores push you to open branded cards at checkout?

Model Answer: The cashier earns a bonus per approval. Rates are typically 25—-30% APR.
“Save 20% today” saves $20 on $100 but costs far more if you carry a balance.

Q5. What is one rule to use a credit card without going into debt?

Model Answer: Never charge more than you have in checking. Pay the full statement
balance every month. Set up autopay for the full balance, not just the minimum.

B For Parents — What This Lesson Covers

Your student examined the specific mechanisms credit card companies use to maximize
interest revenue: minimum payment structures, deferred interest (vs. true 0%), balance
transfer fees, retail store card rates (25—30% APR), and the psychology of card spending
(people spend 12—18% more with cards than cash). The lesson reinforces a single defense: pay




the full statement balance every month without exception.

Key Points to Emphasize

e Deferred interest is not true 0% financing. Interest accrues the entire promotional period
and is charged retroactively on the full original balance if any amount remains at the end.

e Rewards cards have higher APRs than standard cards. Rewards only benefit cardholders
who pay the full balance monthly — for anyone carrying a balance, rewards cost far more
than they're worth.

e The one rule that neutralizes every credit card trap: pay the full statement balance
monthly. A cardholder who does this pays zero interest regardless of the stated APR.

e Store credit cards opened at checkout (20% off today) typically carry 25—-30% APR. Saving
$20 on a $100 purchase costs far more if the balance is carried.

e Credit cards physically reduce the psychological 'pain of paying' — studies show card
spending runs 12—18% higher than cash for the same purchases.

v LESSON FINISHER ANSWER KEY

Multiple Choice: D — The minimum payment trap is the most costly: a $2,000 balance at 20%
APR paid at minimum (~$40/month) takes over 10 years and more than $2,000 in interest to
repay.

Short Answer: Strong answers identify at least four traps: minimum payment trap,
introductory rate expiration, cash advance fees, late payment fees, foreign transaction fees,
credit limit increase temptation, rewards card overspending. Award partial credit for four
identified with brief explanations.

Math: $2,000 balance at 20% APR, 2% minimum = $40. Interest = $2,000 x (0.20 + 12) =
$33.33. Principal paid = $6.67. Payoff time: ~153 months (nearly 13 years). Total interest:
~$2,700+. Award full credit for correct monthly interest calculation.

¢ ADDITIONAL INSIGHTS FOR PARENTS

Credit card companies design their products deliberately to maximize the probability that
cardholders carry balances. Zero-percent introductory offers expire to high rates. Minimum
payments are calculated to extend repayment as long as possible. Rewards programs
incentivize higher spending. None of these are hidden; they are disclosed in fine print almost
no one reads.

The defense is not to avoid credit cards—used correctly, they build credit and offer consumer
protections unavailable on debit cards. The defense is one simple rule: pay the statement
balance in full, every month, without exception. A cardholder who never carries a balance
pays no interest, regardless of APR.

Discussion prompt: “If you had a credit card with a $500 limit and used it for gas and
subscriptions—things you’d pay for anyway—and paid it in full every month, what would
happen to your credit score and your finances? What changes if you carry a $200 balance?”




Lesson 4.4 Student Loans

Federal vs. private student loans, interest capitalization, and the real total cost of financing
higher education.

TEACHING NOTES

Student loan debt in the US exceeds $1.7 trillion. Many students borrow without understanding
what they are agreeing to.

Federal vs. private: Federal — fixed rates, income-driven repayment, forgiveness programs, no
credit check. Private — variable rates, limited flexibility, no forgiveness, credit required.

Interest capitalization: $5,000 unsubsidized at 6.5% during 4 years of school - ~$6,400 owed
at graduation.

Rule of thumb: total loans at graduation should not exceed first-year expected salary.

KEY VOCABULARY

Term Definition

Federal student loan Government-issued student loan with fixed rates
and income-driven repayment options.

Private student loan A student loan from a bank or credit union with
higher rates and less flexibility.

Subsidized loan Federal loan where the government pays interest
while you are in school.

Unsubsidized loan Federal loan where interest accrues immediately
and capitalizes at graduation.

Interest capitalization Unpaid interest added to the loan principal,
increasing the base for future interest.

Loan forgiveness Cancellation of remaining loan balance after
meeting certain criteria.

Income-driven repayment Repayment plans capping monthly payments at a
percentage of discretionary income.

FAFSA Free Application for Federal Student Aid.

Default Failure to repay a loan per the agreed terms.

Deferment Temporary pause on loan payments.

LEARNING OBJECTIVES

e Distinguish federal from private student loans
e Explain interest capitalization
e Describe income-driven repayment options



e (Calculate total loan cost including interest

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. What is the difference between subsidized and unsubsidized federal loans?

Model Answer: Subsidized: government pays interest while enrolled. Based on financial
need. Unsubsidized: interest accrues immediately and capitalizes at graduation. Always
exhaust subsidized loans first.

Q2. $30,000 at 6.5% over 10 years — how much do you actually pay?

Model Answer: Standard repayment: ~$341/month. Total paid: ~$40,900 — $10,900 in
interest. Every dollar borrowed costs roughly $1.36 repaid over 10 years.

Q3. Why choose income-driven repayment even if it costs more interest?

Model Answer: Cash flow management. If you borrow $80,000 but earn $40,000, a
standard $880/month payment is 22% of gross income — unmanageable.

Q4. Is student loan debt “good debt”?

Model Answer: It can be, with conditions: the degree leads to income that services the
debt, the amount is proportional to expected salary, and these are federal not private loans.

Q5. What should a high school senior ask before financing college?

Model Answer: Total borrowing at graduation? Expected starting salary? Have I
exhausted grants and scholarships? Are these federal or private loans? Have I filed FAFSA?

@ For Parents — What This Lesson Covers

Your student studied the mechanics of student loan debt: federal vs. private loans, how
interest capitalizes during school on unsubsidized loans, income-driven repayment options,
and the salary-matching rule of thumb (total undergraduate debt should not exceed expected
first-year salary). With $1.7 trillion in student loan debt nationally, this lesson's goal is to
ensure no borrowing decision gets made without understanding its full cost.

Key Points to Emphasize

e Federal student loans are almost always preferable to private: fixed rates, income-driven
repayment options, deferment protection, and potential forgiveness programs. Private
loans offer none of these.

e Subsidized loans don't accrue interest while you're in school — the government pays it.
Unsubsidized loans accrue interest immediately and capitalize at graduation.

e The salary-matching rule: total undergraduate debt at graduation should not exceed your
expected first-year salary. Borrowing 3x a starting salary creates repayment math that
doesn't work.

e Interest capitalization is significant: on $27,000 in unsubsidized loans at 6.5% over 4
years, approximately $7,000 in interest is added to principal before a single payment is
made.




e FAFSA opens October 1 of the student's senior year. Filing early matters — some
institutional grants are first-come, first-served.

v LESSON FINISHER ANSWER KEY

Multiple Choice: C — Federal student loans offer income-driven repayment options,
deferment, and potential forgiveness programs. Private loans offer none of these; rates are
determined by creditworthiness and are often variable.

Short Answer: Strong answers explain that subsidized loans do not accrue interest while the
student is in school; unsubsidized loans begin accruing immediately upon disbursement.
Award credit for noting that subsidized loans require demonstrated financial need via FAFSA.
Math: $30,000 loan at 5.5% on a 10-year standard repayment: monthly payment = $325.
Total paid = $325 x 120 = $39,000. Total interest = $9,000. Accept slight variation from
calculator rounding.

¢ ADDITIONAL INSIGHTS FOR PARENTS

The standard guideline for student loan borrowing is to borrow no more than your expected
first-year salary. A student pursuing nursing with a $55,000 starting salary should borrow no
more than $55,000 total. A student borrowing $120,000 for a degree leading to a $38,000
salary is making a high-risk financial decision, regardless of the field’s personal meaning.

FAFSA opens October 1 for the following academic year. Filing early is critical because some
institutional aid is first-come, first-served. Understanding the Expected Family Contribution
(EFC) and planning around it is one of the highest-ROI financial activities a family can do.
Discussion prompt: “If you were going to borrow for college, what would your starting salary
in your chosen field likely be? How does that compare to what a four-year degree in that field
typically costs? Do the numbers work?” This is one of the most important conversations a
family can have before college decision day.

Lesson 4.5 Building Credit Safely

Practical strategies for establishing credit history as a young person — secured cards,
authorized users, and credit-builder loans.

TEACHING NOTES
The credit catch-22: you need credit to build credit. Three pathways out:

1. Authorized user: parent adds you to their card. Their positive history helps your file
immediately.




2. Secured credit card: deposit $200—$500 as collateral = your credit limit. Use for one small
recurring charge, pay in full monthly, set up autopay. After 12—18 months, upgrade and get
deposit back.

3. Credit-builder loan: make monthly payments into a locked savings account; bank reports to
bureaus; at term end you get the money.

Key rules: always pay on time, keep utilization below 30%, do not open multiple accounts at
once.

KEY VOCABULARY

Term Definition

Secured credit card A credit card backed by a cash deposit; used to
build credit with no prior history.

Authorized user Someone added to another person’s credit card
account; builds credit from the account history.

Credit-builder loan Aloan designed for credit building where funds
are released after repayment.

Credit mix Having different types of credit accounts; a small
positive FICO factor.

Credit limit The maximum balance allowed on a credit
account.

On-time payment Paying at least the minimum by the due date; the
most impactful credit-building behavior.

Credit monitoring Regular checking of your credit report and score.

Identity theft Fraudulent use of your personal information to
open accounts.

Freeze credit Restricting access to your credit file to prevent
new accounts from being opened fraudulently.

Credit ladder A strategy of starting with a secured card, then
graduating to better cards as score improves.

LEARNING OBJECTIVES

e Describe at least three ways to build credit

e Explain pros and cons of authorized user status

e Set up a safe first credit card usage plan

e Understand how to monitor credit and protect against fraud

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. What is the difference between a secured card and a regular card?
Model Answer: A secured card requires a cash deposit that serves as your credit limit. The
deposit is refunded when you upgrade. Secured cards report to all three bureaus exactly like
regular cards.



Q2. If a parent adds you as an authorized user, does it help your credit?

Model Answer: Yes — the account’s full history appears on your report. Risk: if the parent
misses payments or carries high balances, it hurts your score too.

Q3. Why is payment history worth 35% and how do you guarantee perfect
payment?
Model Answer: One 30-day late payment can drop your score 60—110 points and stays on
your report 7 years. Set up autopay for at least the minimum on every account.

Q4. What is a credit-builder loan?

Model Answer: You make monthly payments into a locked savings account. The lender
reports payments to bureaus. At term end you receive all the money. No initial credit
needed.

Q5. At what age should someone start building credit?

Model Answer: As soon as they can responsibly manage a small balance — typically 16—
18. First step for a younger teen: ask a parent with good credit to add them as an authorized
user.

@ For Parents — What This Lesson Covers

Your student learned three practical pathways for establishing credit history as a young
person: becoming an authorized user on a parent's account (immediate benefit, no risk),
opening a secured credit card (requires a cash deposit, reports to all three bureaus), and using
a credit-builder loan. The lesson established specific rules for using each safely and
introduced credit monitoring as an ongoing practice.

Key Points to Emphasize

e The fastest, lowest-risk way for a teen to start building credit: be added as an authorized
user to a parent's account with a long, positive payment history. The account's full history
immediately appears on the teen's credit file.

e Asecured credit card requires a $200—$500 cash deposit that serves as the credit limit. It
reports to bureaus exactly like a regular card. After 12—18 months of responsible use, most
cards graduate to unsecured and return the deposit.

e The safest secured card strategy: charge one small recurring expense (a streaming
subscription), set up autopay for the full balance, and never use the card for anything else.

e Never open multiple credit accounts simultaneously. Each application triggers a hard
inquiry; multiple inquiries in a short period signal risk to lenders and damage the score.

e Placing a credit freeze (free, takes 15 minutes) on all three bureaus is the strongest
protection against new-account identity theft. It can be temporarily lifted when applying
for credit.

v LESSON FINISHER ANSWER KEY

Multiple Choice: B — A secured credit card requires a cash deposit (typically $200-$500) that
serves as the credit limit. It functions like a regular credit card for reporting purposes, making



it ideal for building credit with minimal risk.

Short Answer: Strong answers outline a credit-building sequence: (1) authorized user on
parent’s account; (2) secured credit card with small automatic charge paid in full monthly; (3)
student credit card after 6-12 months of positive history; (4) monitor credit at
AnnualCreditReport.com. Award credit for any logical 3—4 step sequence.

Scenario: Award full credit for identifying the key risk (multiple applications create hard
inquiries and signal risk) and recommending the safer path (one card, consistent payment
history, patience).

() ADDITIONAL INSIGHTS FOR PARENTS

The three major credit bureaus—Equifax, Experian, and TransUnion—compile credit reports
independently. Every consumer is entitled to one free report from each bureau annually at
AnnualCreditReport.com. Reviewing all three is worthwhile because errors appear more
commonly than most people realize.

Credit score monitoring apps (Credit Karma, Experian free, Discover’s free credit scorecard)
provide monthly score updates with a factor breakdown. These are legitimate tools. Helping
your teen set one up and check it quarterly builds the habit of treating credit as something to
actively monitor, not passively receive.

Discussion prompt: “What is your first step toward building credit? Is there anything you
could do in the next 30 days?” For teens with earned income, a secured card or authorized
user status is genuinely actionable—making this a conversation with a specific next step.

UNIT 4 REVIEW — Credit & Debt

Teaching Guidance for the Review Session Allow 25—30 minutes. This review is
particularly rich because the credit score scenario (apartment application at age 20) makes the
consequences of credit decisions taken at 16—18 highly concrete. Encourage students to work
backwards from the outcomes to identify the specific earlier decisions that caused them.

Key Terms Answer Key

¢ Credit score: A number from 300—-850 summarizing creditworthiness based on payment
history, utilization, credit age, new credit, and credit mix.

¢ Credit utilization: The percentage of available credit currently in use; keeping this below
30% is a key score-building practice.

e Hard inquiry: A credit check triggered by a loan or credit card application; temporarily
lowers the score by 5—10 points.

e Deferred interest: Interest that accrues during a promotional period and is charged
retroactively on the full original balance if any amount remains at period end — not the same
as true 0% financing.

¢ Secured credit card: A credit card backed by a cash deposit that serves as the credit limit;
reports to bureaus like a regular card and is the lowest-risk way to start building credit.

¢ Authorized user: Someone added to another person's credit account who benefits from
that account's payment history and age on their own credit file.



e APR: Annual Percentage Rate; the annualized cost of borrowing, used to compare loan and
credit card products.

The Group Weighs In — Debrief Focus

The apartment scenario shows four credit outcomes at age 20 that trace directly to decisions
made at 16—18. Lucy (742) is approved at the listed price with no extra deposit. Joseph (581)
needs $2,300 extra upfront — money he doesn't have — so he loses the apartment. Alex (694) is
approved with a note about one past late payment. Sofia (no file) is denied entirely despite
perfect financial behavior. The backward tracing is the most important debrief move: for each
character, identify the one or two decisions made before age 18 that produced this outcome. For
Joseph: applying for three store cards in one weekend. For Sofia: avoiding all credit products.
For Lucy: becoming an authorized user at 16.

Reflection prompts about credit are most powerful when they produce a next action. If a
student doesn't yet have any credit history, the immediate next step is asking a parent about
authorized user status — a conversation this review session can prompt directly.



Unit 5 — Taxes

Weeks 5—6

Lesson 5.1 What Are Taxes?

An overview of the US tax system — federal, state, and local taxes, where the money goes, and
the progressive tax structure.

TEACHING NOTES

Start with a thought experiment: list everything students touched this morning that taxes paid
for. Alarm clock — electricity grid. Shower — municipal water. Walk to school — public sidewalk.
School itself — public education.

Cover: federal (10%—-37%), state (0% in TX/FL to ~13% in CA), local, sales tax, property tax,
FICA, capital gains tax.

Progressive vs. regressive: income tax charges higher % on higher incomes; sales tax represents
a higher burden on lower incomes.

KEY VOCABULARY

Term Definition

Federal tax Tax collected by the national government.

State tax Tax collected by state governments.

Local tax Tax collected by city/county governments.

Progressive tax A tax system where the rate increases as income
increases.

Regressive tax A tax system where lower-income people pay a
higher effective rate.

Tax revenue Money collected by government through taxation.

Public goods Goods and services provided to all citizens funded
by taxes.

Fiscal policy Government use of taxation and spending to
influence the economy.

Tax bracket An income range taxed at a specific marginal rate.

Government spending Expenditure by government on services,
programs, and infrastructure.

LEARNING OBJECTIVES

e Identify the three levels of US taxation
e Explain what taxes fund
e Distinguish progressive from regressive tax systems



e Form an evidence-based opinion on the role of taxes

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. Name five things in your daily life funded by taxes.

Model Answer: Public roads, public schools, fire and police, clean water, parks, libraries,
food safety, air traffic control, military, Medicare, Social Security, public transit.

Q2. Why does the US use a progressive tax system?

Model Answer: A dollar is worth more to someone earning $20,000 than $2,000,000.
Students should engage with both sides of this debate.

Q3. What would happen if no one paid taxes?

Model Answer: No public schools, roads, fire departments, police, military, courts, or
social safety nets. Public goods are things the private market undersupplies.

Q4. What evidence would you want before deciding if taxes are too high or low?

Model Answer: Compare tax rates and quality-of-life outcomes across countries, look at
what spending goes to, assess efficiency. This teaches evidence-based reasoning.

Q5. What is the difference between tax avoidance and tax evasion?

Model Answer: Tax avoidance: legal use of tax rules to minimize taxes owed. Tax evasion:
illegally hiding income — a federal crime with serious penalties.

B For Parents — What This Lesson Covers

Your student explored the US tax system at a foundational level — what taxes fund, the three
levels of taxation (federal, state, local), the difference between progressive and regressive
taxes, and why a functioning society requires public revenue. The lesson is designed to be
balanced and evidence-based, presenting taxation as a civic and economic mechanism rather
than a political position.

Key Points to Emphasize

e Federal, state, and local governments each collect taxes for different purposes. Federal
taxes fund defense, Social Security, Medicare, and federal programs. State and local taxes
fund schools, roads, police, fire, and public services.

e A progressive tax system charges higher rates on higher income brackets. In a marginal
system, only the dollars within each bracket are taxed at that rate — not all income.

e Sales tax is regressive: it takes a higher percentage of a lower-income person's earnings
than a higher-income person's. A $10 sales tax represents a larger share of a $25,000
income than a $200,000 income.

e Tax avoidance (legally minimizing taxes using available rules) is not tax evasion (illegally
hiding income). The distinction matters and is worth discussing explicitly.

e Everything students interacted with this morning that taxes paid for — public roads,
schools, water, electricity grid, fire protection — is a useful anchor for why the tax system




exists.

v LESSON FINISHER ANSWER KEY

Multiple Choice: A — A progressive tax system charges higher marginal rates on higher
income brackets. Each dollar is taxed at the rate for its bracket, not the entire income at the
highest rate.

Short Answer: Strong answers distinguish a regressive tax (takes a larger percentage from
lower earners—e.g., sales tax) from a progressive tax (takes a larger percentage from higher
earners—e.g., federal income tax). Award full credit for correctly defining both with an
example.

Math: Sales tax on $80 at 8.5% = $6.80. Total purchase = $86.80. Award any correct
percentage calculation using the provided rate.

¢ ADDITIONAL INSIGHTS FOR PARENTS

Taxes are simultaneously one of the most universal financial experiences and one of the least
taught. Most adults have a tax return filed for them each year without fully understanding
what any line item means. The result is that taxes feel mysterious rather than systematic—
something that happens to you rather than something you participate in.

The distinction between a tax rate and a tax bracket is worth spending time on. Many adults
believe that earning more can “bump you into a higher tax bracket” and actually leave you
with less take-home pay. This is a misunderstanding. In a marginal rate system, only the
dollars in the higher bracket are taxed at the higher rate. Getting a raise never results in less
take-home pay.

Discussion prompt: “Where do you see taxes paid in your daily life?” Go beyond income tax:
sales tax at the register, gas tax embedded in gas prices, property taxes embedded in rent.
Making taxes visible across everyday life is a powerful exercise in economic literacy.

Lesson 5.2 Income Tax Basics
Tax brackets, marginal vs. effective rates, withholding, and the W-4 and W-2 forms.

TEACHING NOTES

The most common tax misconception: “I do not want a raise because it will put me in a higher
bracket.” Permanently correct this.

Example: $50,000 income, standard deduction $15,000 — taxable $35,400. Tax: $1,160 (10%
on first $11,925) + $2,856 (12% on next $23,800) = $4,016. Effective rate: 8%.

Use the Tax Simulator tab in the curriculum tool to run scenarios in real time.




KEY VOCABULARY

Term

Tax bracket
Marginal tax rate
Effective tax rate
W-2 form

W-4 form

Standard deduction
Taxable income
Filing status

Tax liability
Withholding

LEARNING OBJECTIVES

e Explain marginal vs. effective tax rates

Definition

An income range taxed at a specific marginal rate;
the US has seven brackets (10%—37%).

The rate applied to the last dollar earned; NOT the
rate on all income.

Total tax paid divided by total income; the actual
overall percentage paid.

Annual document from employer showing total
wages and taxes withheld.

Form filed with employer to determine federal
withholding amount.

A fixed amount subtracted from income before
calculating taxes ($15,000 single, 2024).

Income after subtracting deductions; the amount
taxes are calculated on.

Your tax category: single, married filing jointly,
head of household, etc.

The total amount of tax you legally owe.

Taxes deducted from your paycheck throughout
the year.

e Calculate taxable income after standard deduction
e Determine which bracket a given income falls into

e Describe the purpose of W-4 and W-2 forms

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. If someone is in the 22% bracket, do they pay 22% on all income?

Model Answer: No — this is the most important tax misconception to correct. They pay
22% ONLY on income within that bracket. Getting a raise never results in a net pay

reduction.

Q2. What is the standard deduction and who benefits most?

Model Answer: The standard deduction ($15,000 single, 2025) is automatically
subtracted from gross income. It represents a higher percentage of lower incomes. Most

people take the standard deduction.

Q3. Why does the government withhold taxes from each paycheck?



Model Answer: Most people could not afford a lump sum in April. Regular collection is
more reliable. The withholding system was created in World War II.

Q4. What happens if too much or too little is withheld?

Model Answer: Over-withheld: refund in April — but you gave the government an
interest-free loan. Under-withheld: you owe in April, plus potential underpayment penalties.

Q5. If you earn $10,000 babysitting, do you owe taxes?
Model Answer: Possibly yes. Net self-employment income over $400/year triggers self-
employment tax (15.3%). If total income exceeds the standard deduction, you also owe
income tax.

B For Parents — What This Lesson Covers

Your student learned how federal income tax brackets work, the critical distinction between
marginal and effective tax rates, and the role of the W-4 and W-2 forms. The most important
misconception addressed in this lesson: earning more money can never reduce take-home pay
in a marginal tax system. Only the dollars within a higher bracket are taxed at that rate — not
all income.

Key Points to Emphasize

e Marginal tax rate applies only to dollars within that specific bracket. If someone earns
$55,000 and the 22% bracket starts at $47,150 (2024 single filer), only the dollars above
$47,150 are taxed at 22%.

e Effective tax rate is total tax paid + total income. It is always lower than the marginal rate
and is the accurate measure of the real tax burden.

e The standard deduction ($15,000 for single filers in 2025) is subtracted from gross
income before tax rates apply. Many teens with part-time jobs owe little or no federal
income tax.

e A taxrefund is not free money — it is the return of money overpaid through withholding.
The IRS held it for up to 16 months without interest.

e Adjusting the W-4 to withhold more accurately means a smaller refund but more money
in each paycheck throughout the year — more useful than an April windfall.

v LESSON FINISHER ANSWER KEY

Multiple Choice: C — The standard deduction reduces taxable income before tax rates are
applied. For 2025, the standard deduction is $15,000 for single filers (amounts adjust
annually for inflation).

Short Answer: Strong answers explain that a tax refund is not “free money”—it represents the
return of money you overpaid. Choosing to maximize withholding is mathematically
equivalent to giving the government an interest-free loan. Award full credit for this nuance.
Math: $18,000 gross income — $15,000 standard deduction = $3,000 taxable income. Federal
tax on $3,000 at 10% = $300. Accept correct standard deduction subtraction and rate
application.



@ ADDITIONAL INSIGHTS FOR PARENTS

For most teenagers with part-time or summer jobs, the federal income tax situation is
relatively simple: their income is usually below or near the standard deduction threshold,
meaning they may owe little to no federal income tax. If tax was withheld from their
paychecks, they are typically entitled to a full refund by filing a simple tax return.

Filing a tax return for the first time is an excellent family activity. Walk through the 1040
together using last year’s documents. Identify each section: income, adjustments, deductions,
credits, taxes owed, payments made, refund or amount due. A teen who has walked through a
tax return once is dramatically less intimidated at 22.

Discussion prompt: “If your employer withheld $400 in federal income tax throughout the
year but you only owe $200, what happens in April? And if they withheld $0 but you owe
$200, what happens?” Walking through both scenarios builds intuition about the withholding
system.

Lesson 5.3 FICA: Social Security & Medicare

Payroll taxes every worker pays — what they fund, who pays them, and the sustainability
debate.

TEACHING NOTES
FICA taxes are automatic and non-negotiable — they appear on every paycheck regardless of
W-4 settings.

The math: Social Security 6.2% (up to $176,100 wage base) + Medicare 1.45% = 7.65%. Self-
employed pay both halves = 15.3% total.

What they fund: Social Security — retirement, disability, survivors’ benefits. Medicare — health
insurance for Americans 65+.

KEY VOCABULARY

Term Definition

FICA Federal Insurance Contributions Act; the law
requiring payroll taxes for Social Security and
Medicare.

Social Security Federal program providing retirement, disability,
and survivors’ insurance.

Medicare Federal health insurance program for Americans

65+.
Payroll tax Tax withheld from wages (FICA); paid equally by



employee and employer.

Self-employment tax FICA tax paid by self-employed individuals at
double the employee rate (15.3%).

Social Security wage base The income cap above which Social Security tax is
not collected ($176,100 in 2024).

Trust fund Government accounts holding Social Security and
Medicare reserves.

Entitlement program A government program providing benefits to
qualifying individuals.

Retirement benefit Monthly Social Security payment based on
earnings history.

Disability insurance Social Security benefit for workers unable to work

due to qualifying disability.

LEARNING OBJECTIVES

e Define FICA and its two components

e Calculate Social Security and Medicare tax on a given income
e Explain what FICA taxes fund

e Engage with the long-term sustainability debate

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. Why do you pay FICA taxes decades before using the benefits?

Model Answer: Social Security operates as pay-as-you-go — today’s workers fund today’s
retirees. It is also insurance: you are covered for disability at any age.

Q2. Is the 7.65% FICA trade-off a fair one?

Model Answer: In favor: prevents elder poverty, provides disability coverage, survivor
benefits. Against: slightly regressive above the SS wage cap. Students should engage with
both sides.

Q3. Why do self-employed people pay 15.3% FICA?
Model Answer: Because employers pay half of FICA for employees. When self-employed,
you are both employer and employee so you pay both halves.

Q4. What Social Security changes would you support?
Model Answer: Policy options: raise the wage base cap, gradually raise retirement age,
reduce benefits for high-income retirees, increase the FICA rate. Each has trade-offs worth
discussing.

Q5. If Social Security did not exist, how would people fund retirement?
Model Answer: Personal savings, employer pensions (largely disappeared), family
support, continued work into old age. Before SS (enacted 1935), elderly poverty was
endemic.



@ For Parents — What This Lesson Covers

Your student learned about FICA taxes — the 7.65% mandatory payroll deduction (6.2%
Social Security + 1.45% Medicare) that funds two of the largest federal programs. Unlike
income tax, FICA cannot be reduced by W-4 adjustments and applies to virtually all earned
income. The lesson addressed the sustainability of Social Security and engaged students in
examining the trade-offs in different reform scenarios.

Key Points to Emphasize

o FICA taxes are non-negotiable: they appear on every paycheck regardless of W-4 settings.
Employers match the 7.65% employee contribution, making the total cost of FICA 15.3% of
wages.

e Self-employed individuals pay both the employer and employee portions of FICA (15.3%
total) because they are both in one. This is why freelance income requires setting aside 25
—30% for taxes.

e Social Security provides retirement, disability, and survivors' insurance — not just a
retirement benefit. Your teen's contributions today provide disability coverage at any age.

e A teen who earns $5,000 from a summer job is adding to their Social Security earnings
record, which will eventually determine their retirement benefit. View this at ssa.gov.

e Medicare has no income cap — every dollar of earned income at any level contributes
1.45%. High earners pay an additional 0.9% Medicare surtax above $200,000 (single
filers).

v LESSON FINISHER ANSWER KEY

Multiple Choice: D — FICA stands for Federal Insurance Contributions Act. It funds Social
Security (6.2% up to the wage base) and Medicare (1.45% with no cap). Employers match the
employee contribution.

Short Answer: Strong answers explain that Social Security retirement benefits are calculated
based on your 35 highest-earning years. A teen who earns $5,000 this summer is adding to
their earnings record and building toward future benefits.

Math: $240 gross pay x 6.2% Social Security = $14.88. $240 x 1.45% Medicare = $3.48. Total
FICA = $18.36. Award full credit for correct separate calculation of both components.

¢ ADDITIONAL INSIGHTS FOR PARENTS

FICA contributions are the most visible proof that today’s workers fund today’s retirees. Social
Security is not a savings account; it’s an intergenerational transfer system. Current workers
pay for current retirees’ benefits; future workers will fund current workers’ benefits. This is
worth explaining clearly, because it affects how we think about both the system’s
sustainability and our obligation to other generations.

The Medicare portion (1.45%) funds health insurance for Americans 65 and older. Unlike
Social Security, Medicare has no wage cap—every dollar earned, at any income level,




contributes 1.45%. High earners pay an additional 0.9% surtax. These contributions are non-
negotiable for virtually all earned income.

Discussion prompt: “Social Security was created in 1935. What was life like financially for
elderly Americans before it existed, and what would happen today if it disappeared?” This
historical lens makes a payroll deduction meaningful—and invites a conversation about social
safety nets and collective responsibility.

Lesson 5.4 Filing Your Tax Return

Who must file, what documents are needed, how to complete a basic 1040, and the difference
between credits and deductions.

TEACHING NOTES

Many teenagers who have summer jobs never file a tax return — often because they do not know
they need to.

Who must file (2025): single filer under 65 if gross income > $15,000. Even if you do not owe
taxes, file to get a refund of withheld amounts.

Documents: W-2 from each employer, 1099 forms, SSN, bank account for direct deposit refund.
Deadline: April 15.

Credit vs. deduction: A $1,000 deduction at 22% saves $220. A $1,000 credit saves $1,000 —
always worth more dollar-for-dollar.

KEY VOCABULARY

Term Definition

Tax return The annual form (Form 1040) filed with the IRS
reporting income and calculating taxes.

Form 1040 The standard US individual federal income tax
return form.

Filing deadline April 15; date by which federal tax return must be
filed.

Tax refund Money returned to you if your withholding
exceeded your actual tax liability.

Tax due Amount owed to IRS if your withholding was less
than your actual tax liability.

Adjusted gross income Gross income minus certain above-the-line
deductions.

Tax credit A dollar-for-dollar reduction in taxes owed; more

valuable than a deduction.

Tax deduction A reduction in taxable income.



IRS Internal Revenue Service; the US government
agency responsible for collecting taxes.

Free File IRS program providing free tax filing software for
taxpayers under a certain income threshold.

LEARNING OBJECTIVES

e Identify who must file a federal return

e Gather documents needed to file

e Complete a simplified 1040 with guided practice

e Explain the difference between a credit and a deduction

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. What is the difference between a tax deduction and a tax credit?

Model Answer: A deduction reduces taxable income. A credit reduces taxes owed dollar-
for-dollar. At 22%: a $1,000 deduction saves $220; a $1,000 credit saves $1,000.

Q2. Is a tax refund “free money” from the government?

Model Answer: No — it is your own money returned. Your employer withheld more taxes
than you actually owed. The IRS held that excess for up to 16 months without paying you
interest.

Q3. What documents do you need to file?

Model Answer: At minimum: W-2 from every employer, SSN, bank account for direct
deposit. Also: 1099-INT for bank interest over $10, 1099-NEC for freelance income over
$600.

Q4. Why do paid software companies advertise heavily if IRS Free File exists?

Model Answer: IRS Free File is chronically under-marketed. Tax software companies
spend millions lobbying to prevent a simpler government-run free filing system.

Q5. What happens if you miss April 15?

Model Answer: Failure-to-file penalty: 5% of unpaid taxes per month, up to 25%. If you
cannot pay, file anyway — the failure-to-file penalty is 10x the failure-to-pay penalty.

@ For Parents — What This Lesson Covers

Your student learned who must file a federal tax return, what documents are needed, how to
navigate a basic Form 1040, and the critical difference between a tax credit (dollar-for-dollar
reduction of taxes owed) and a tax deduction (reduction of taxable income). Many teens who
work summer jobs never file a return — and forfeit refunds they're owed. The practical goal:
make first-time filing feel accessible.

Key Points to Emphasize

e A teen with any income tax withheld from their paychecks should file a tax return to claim




a refund — even if their income is below the filing threshold.

¢ Filing deadline is April 15. Failure to file carries a penalty of 5% of unpaid taxes per
month, up to 25% — ten times worse than the failure-to-pay penalty.

e A $1,000 tax credit reduces taxes owed by $1,000. A $1,000 tax deduction reduces taxable
income, saving only $100—$370 depending on the tax bracket.

e IRS Free File is available to most teen filers at zero cost. TurboTax and H&R Block also
offer free versions for simple returns. Filing a simple W-2 return takes 15—30 minutes.

e Walking through Form 1040 together is one of the most practical financial activities a
family can do. Most of the vocabulary (income, deductions, credits, tax owed) applies to
every future tax year.

v LESSON FINISHER ANSWER KEY

Multiple Choice: B — The filing deadline for most individual tax returns is April 15.
Extensions (Form 4868) give an additional 6 months to file but do not extend the deadline to
pay taxes owed.

Short Answer: Strong answers identify the key sections of Form 1040: income (wages,
interest, other), adjustments to income, standard or itemized deduction, taxable income, tax
calculation, credits, and final tax due or refund. Award partial credit for correctly identifying
four sections.

Math: $240 withheld — $130 actual tax owed = $110 refund. Alternatively: $500 withheld -
$620 owed = $120 due. Accept any correct refund/balance due calculation showing withheld
vs. owed comparison.

¢ ADDITIONAL INSIGHTS FOR PARENTS

Many teen part-time workers are required to file a tax return if their earned income exceeds
the standard deduction, or if any income tax was withheld and they want a refund. In practice,
most teens who worked a summer job and had taxes withheld will be entitled to a full or
partial refund—but only if they file.

Free File options are available for most teen filers: IRS Free File (for income under $84,000),
VITA (Volunteer Income Tax Assistance) sites, and free versions of TurboTax and H&R Block.
Filing a simple return takes 15—30 minutes once you have the W-2.

Discussion prompt: “Let’s look at a W-2 together. What does Box 1 mean? Box 2? If we knew
these numbers, how would we use them on a 1040?” Even if you use a professional preparer,
walking through the form together teaches the vocabulary that makes all future tax
conversations more accessible.

Lesson 5.5 Deductions & Credits

Standard vs. itemized deductions, education credits, and how phase-outs affect eligibility.




TEACHING NOTES

Most teenagers and young adults should take the standard deduction.

Key credits: AOTC (up to $2,500/year for first 4 years of college, 40% refundable), Lifetime
Learning Credit ($2,000/year for any higher education), EITC (powerful refundable credit for
low-to-moderate income workers), student loan interest deduction (up to $2,500 above-the-

line).

Phase-outs: AOTC phases out $80,000—$90,000 single (2025). Teach students phase-outs
exist; they don’t need to memorize the thresholds.

KEY VOCABULARY

Term

Standard deduction

Itemized deduction

Tax credit

Earned Income Tax Credit
American Opportunity Credit
Lifetime Learning Credit
Above-the-line deduction

Below-the-line deduction

Tax liability

Phase-out

LEARNING OBJECTIVES

e Compare standard vs. itemized deductions

Definition

Fixed deduction available to all taxpayers;
$15,000 single, $30,000 married in 2025.

Specific deductible expenses listed on Schedule A.

Direct reduction in taxes owed; more valuable
than a deduction.

Refundable credit for low-to-moderate income
workers.

Up to $2,500 tax credit for qualified higher
education expenses; first four years only.

Up to $2,000 credit for any post-secondary
education.

Deductions subtracted before calculating AGI;
available even without itemizing.

Deductions taken after AGI; only if itemizing.

The total amount of tax legally owed before
credits.

Gradual reduction of a deduction or credit as
income rises above a threshold.

o Identify at least three credits relevant to young workers
e Calculate tax savings from a deduction vs. credit

e Explain income phase-outs

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. When does itemizing beat the standard deduction?



Model Answer: When total qualifying deductions exceed $15,000 (single, 2025). For
young renters without mortgages, this is rare.

Q2. Why is a $2,500 credit better than a $2,500 deduction?

Model Answer: At 12% bracket: a $2,500 deduction saves $300; a $2,500 credit saves
$2,500. The AOTC is even more powerful: 40% ($1,000) is refundable.

Q3. Why do tax credits have income limits?

Model Answer: Credits target lower and middle-income people. Phase-outs prevent high-
income earners from claiming credits designed for those with less means.

Q4. Can you deduct student loan interest on your taxes?

Model Answer: Yes — up to $2,500/year in student loan interest paid can be deducted
above the line. Phases out at $75,000—$90,000 income for single filers (2025).

Q5. What is one credit teenagers and young adults should know about?

Model Answer: The Earned Income Tax Credit (EITC) — often overlooked. Even single
adults earning under ~$18,000 can qualify (up to $632 in 2024). Frequently unclaimed.

B For Parents — What This Lesson Covers

Your student examined the difference between standard and itemized deductions, and studied
tax credits most relevant to young workers — the American Opportunity Tax Credit (up to
$2,500 for the first four years of college), the Lifetime Learning Credit, the Earned Income
Tax Credit, and the student loan interest deduction. The lesson also introduced income phase-
outs, which gradually reduce credit eligibility as income rises.

Key Points to Emphasize

Most young adults take the standard deduction ($15,000 single, $30,000 married in
2025) because they don't have enough itemizable expenses — no mortgage, minimal
charitable giving.

The American Opportunity Tax Credit (AOTC) provides up to $2,500 per year in tax
credits for qualified education expenses in the first four years of college. 40% ($1,000) is
refundable — payable even if tax owed is zero.

The Earned Income Tax Credit (EITC) is one of the most unclaimed credits available.
Single adults earning under approximately $18,000 can qualify for up to $632 in 2024.
Phase-outs gradually reduce credit eligibility as income rises above specified thresholds.
Credits don't disappear all at once — they taper.

Above-the-line deductions (like the student loan interest deduction, up to $2,500/year)
reduce Adjusted Gross Income before calculating taxes — valuable even for filers who take
the standard deduction.

v LESSON FINISHER ANSWER KEY

Multiple Choice: A — A tax credit directly reduces taxes owed dollar-for-dollar. A tax
deduction reduces taxable income, which then reduces taxes owed by only the marginal rate




amount. A $1,000 credit saves exactly $1,000; a $1,000 deduction saves $100—-$370
depending on your bracket.

Short Answer: Strong answers note that most teens and young adults take the standard
deduction because they lack enough itemizable expenses (mortgage interest, high charitable
giving, significant medical expenses) to exceed the standard deduction threshold.

Math: $1,000 tax credit reduces taxes by $1,000. $1,000 deduction in the 12% bracket saves
$120. The credit is worth $880 more in this scenario. Accept any correct credit-vs-deduction
comparison at a stated tax rate.

(¢ ADDITIONAL INSIGHTS FOR PARENTS

The difference between a deduction and a credit is one of the most consequential—and most
confused—distinctions in tax literacy. Phrases like “write it off” suggest more savings than
actually occur. A charitable donation doesn’t eliminate its cost; it reduces taxable income,
saving a fraction of the amount at the marginal tax rate.

Education credits are particularly relevant for families with college-age students. The
American Opportunity Tax Credit (AOTC) offers up to $2,500 per year for eligible students in
their first four years of college—a significant dollar-for-dollar tax reduction for qualifying
families.

Discussion prompt: “If you donated $500 to a charity and you're in the 12% tax bracket, how
much does the donation actually ‘cost’ you after the tax deduction? (Answer: $440—you save
$60 in taxes.) Does knowing that change how you think about giving?”

Lesson 5.6 Self-Employment Taxes

The gig economy, 1099 income, quarterly estimated taxes, and basic Schedule C deductions.

TEACHING NOTES

The gig economy has made self-employment income common for teenagers. Many do not realize
this has specific tax obligations.

Key differences from W-2 employment: no employer withholding, must file Schedule C, self-
employment tax = 15.3% on net profit.

Net SE income over $400/year requires Schedule SE. Quarterly estimated taxes due: April 15,
June 15, Sept 15, Jan 15.

Good rule: set aside 25—-30% of every gig payment for taxes.

KEY VOCABULARY

Term Definition



Self-employment Working for yourself rather than an employer.

1099 form Tax form reporting non-wage income (freelance,
gig, interest).

Gig economy Labor market of short-term, freelance, or on-
demand work.

Quarterly estimated tax Tax payments made four times per year by self-
employed individuals.

Schedule C IRS form reporting profit or loss from a sole
proprietorship.

Business expense A cost incurred to run a business; deductible on
Schedule C.

Deductible expense An expense that can be subtracted from income,
reducing the amount of tax owed.

Self-employment tax 15.3% tax on net self-employment earnings.

Sole proprietor The simplest business structure; one person who
owns and operates a business.

Net profit Revenue minus all business expenses.

LEARNING OBJECTIVES

e Distinguish W-2 from 1099 income

e Explain why self-employed pay a higher FICA rate
e Identify deductible business expenses

e Describe the quarterly estimated tax system

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. If you earn $800 babysitting, do you owe taxes?

Model Answer: Yes, potentially. Net SE income over $400/year triggers Schedule SE. On
$800 net profit, SE tax = $113. No one withholds for you — you must proactively manage
this.

Q2. Why do self-employed people pay quarterly taxes?

Model Answer: The US tax system is pay-as-you-go. Self-employed have no withholding,
so the IRS requires quarterly estimated payments. Good rule: set aside 25—-30% of every

payment.

Q3. What can a freelancer deduct as business expenses?

Model Answer: Dedicated home office, business portion of phone and internet,
equipment used exclusively for business, mileage, professional development, software.
Expenses must be ordinary and necessary.

Q4. Are gig workers better off as contractors or employees?



Model Answer: Employees: employer pays half of FICA, access to unemployment
insurance, possibly benefits. Contractors: pay all FICA (15.3%), no employer benefits, no
unemployment safety net.

Q5. What should someone starting a side hustle do immediately for taxes?
Model Answer: (1) Open a dedicated business bank account. (2) Track ALL income. (3)
Save receipts for every business expense. (4) Set aside 25—-30% of every payment for taxes.
(5) Consider quarterly estimated payments.

@ For Parents — What This Lesson Covers

Your student learned that gig economy income — babysitting, lawn care, tutoring, freelancing,
app-based work — has specific tax obligations that are entirely the earner's responsibility. Net
self-employment income above $400 requires filing Schedule SE and paying 15.3% self-
employment tax. No employer withholds these funds. The practical rule introduced: set aside
25—-30% of every gig payment for taxes.

Key Points to Emphasize

e Self-employed workers pay 15.3% FICA (both employer and employee portions), plus
income tax on net profit. W-2 employees pay only 7.65% FICA — the employer pays the
other half.

¢ Any net self-employment income above $400/year triggers the Schedule SE filing
requirement. This applies to babysitting, lawn mowing, Etsy sales, tutoring — all of it.

e Quarterly estimated taxes are due four times per year (April 15, June 15, September 15,
January 15) for self-employed individuals. Missing them triggers underpayment penalties.

¢ Business expenses (phone used for business, equipment, mileage, dedicated workspace)
are deductible on Schedule C and reduce both income tax and self-employment tax.

e The simplest self-employment tax system: open a dedicated savings account, deposit 25—
30% of every payment immediately, and pay quarterly. Never mix business and personal
funds.

v LESSON FINISHER ANSWER KEY

Multiple Choice: C — Self-employed individuals pay 15.3% self-employment tax (covering
both employee and employer FICA shares: 12.4% SS + 2.9% Medicare). They may deduct half
this amount from gross income before calculating income tax.

Short Answer: Strong answers explain that self-employed individuals must make quarterly
estimated tax payments by April 15, June 15, September 15, and January 15, or face
underpayment penalties. Award credit for naming at least three quarterly deadlines.

Math: $3,000 net self-employment income x 92.35% (net earnings base for SE tax) =
$2,770.50. x 15.3% = $423.89 SE tax. Accept calculations showing correct SE tax base and
correct rate.

@ ADDITIONAL INSIGHTS FOR PARENTS



The gig economy—driving for rideshare apps, delivering food, freelancing online, tutoring,
lawn care, babysitting—has made self-employment more common for teenagers than at any
prior time. What’s less commonly understood: any net earnings from self-employment above
$400 are subject to self-employment tax, plus income tax. A teen who earns $4,000
babysitting faces a very different tax situation than one who earns $4,000 at a traditional
employer.

The practical management tool is straightforward: set aside 25—-30% of every self-employment
payment into a dedicated savings account. This covers both self-employment tax and income
tax. Many self-employed teens who don’t do this find themselves owing taxes in April with no
savings to cover it.

Discussion prompt: “If you freelance or do gig work, how much of each payment are you
saving for taxes? Have you ever thought about how much of your self-employment income you
actually keep after taxes?” For teens already earning from self-employment, this is an
immediately practical conversation.

UNIT 5 REVIEW — Taxes

Teaching Guidance for the Review Session Allow 25—-30 minutes. The tax review benefits
from calculator access — let students verify the numbers in The Group Weighs In scenario
(Alex's $1,300 self-employment tax calculation is particularly instructive). The session closes the
tax unit at a time when the key misconceptions — marginal vs. effective rate, refund as free
money, SE tax obligations for gig income — have all been introduced.

Key Terms Answer Key

e Marginal tax rate: The tax rate applied only to income within a specific bracket — not the
rate on all income.

¢ Effective tax rate: Total tax paid divided by total income; the actual overall percentage
paid, always lower than the marginal rate.

e Standard deduction: A fixed amount subtracted from gross income before calculating
taxes; $15,000 for single filers in 2025.

e Tax credit: A dollar-for-dollar reduction in taxes owed; more valuable than a deduction of
the same amount.

e Self-employment tax: 15.3% FICA paid by self-employed individuals covering both the
employee (7.65%) and employer (77.65%) portions.

e  W-4: A form filed with an employer specifying how much federal income tax to withhold
from each paycheck.

e Schedule C: IRS form reporting profit or loss from self-employment or a sole
proprietorship.

¢ Quarterly estimated tax: Tax payments made four times per year (April 15, June 15,
September 15, January 15) by self-employed individuals.

The Group Weighs In — Debrief Focus

Alex's situation is the centerpiece of this debrief: he earned $9,200 from his business and set
aside 28% ($2,576) throughout the year. His actual self-employment tax: $9,200 x 92.35% (net



earnings base) x 15.3% = approximately $1,300. His income was below the standard deduction,
so no federal income tax. He has $1,276 left over — his conservative set-aside protected him.
Joseph's situation is the cautionary contrast: hasn't filed, afraid he owes money, hoping the
deadline passes. The failure-to-file penalty is 5% of unpaid taxes per month, up to 25% — ten
times the failure-to-pay penalty. Filing is always better than not filing, even if you can't pay in
full.

For students who already have self-employment income (babysitting, lawn care, gig work),
this review session often produces genuine urgency about the quarterly tax deadline. If any
student has unreported SE income from the current year, this is the time to discuss the
practical next step.



Unit 6 — Investing & Wealth Building

Weeks 7—-8

Lesson 6.1 Compound Interest: The 8th Wonder

Time value of money, the Rule of 72, and why starting at 16 beats starting at 30.

TEACHING NOTES

This lesson most changes students’ relationship with time and money.

Rule of 72: divide 72 by the interest rate to estimate years to double. At 7%: 72 + 7 = 10 years.

The classic comparison: Alice invests $2,000/year ages 16—25 (10 years, $20,000 total), then
stops. Bob invests $2,000/year ages 25—-65 (40 years, $80,000 total). At 7%, age 65: Alice
~$440,000 | Bob ~$427,000. Alice invested 4x less but ends up with MORE. Show this on a

spreadsheet or calculator.

KEY VOCABULARY

Term

Compound interest
Simple interest
Time value of money
Rule of 72

Principal

Rate of return
Doubling time
Future value
Present value

Investment horizon

LEARNING OBJECTIVES

e (Calculate compound interest over time

Definition

Interest calculated on both principal and
accumulated interest; grows exponentially.

Interest calculated only on the original principal;
grows linearly.

The principle that money available now is worth
more than the same amount in the future.

A shortcut to estimate doubling time: divide 72 by
the annual interest rate.

The original amount of money invested or
borrowed.

The annual percentage gain or loss on an
investment.

The time it takes for an investment to double in
value at a given rate.

The value of a current investment at a specified
date in the future.

The current worth of a future sum of money given
a specified rate of return.

The length of time an investor plans to hold an
investment.



e Apply the Rule of 72
e Compare outcomes of investing early vs. later
e Explain why time is the most powerful variable in investing

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. $1,000 invested at 16 vs. 30 — how much difference at 65?

Model Answer: At 7% avg annual return: $1,000 at age 16 (49 years) = $28,700. $1,000
at age 30 (35 years) = $10,680. The 14-year head start results in nearly $18,000 more from a
single $1,000 investment.

Q2. What does the Rule of 72 tell you?

Model Answer: Divide 72 by the annual return to estimate years to double. At 6%: 12
years. At 8%: 9 years. At 4%: 18 years.

Q3. Why does “time in the market beat timing the market”?

Model Answer: Studies show even professionals fail to consistently time the market.
Missing just the 10 best trading days over 20 years cuts returns roughly in half.

Q4. Why do not more people start investing young if it is so powerful?

Model Answer: (1) Lack of financial education. (2) Perceived lack of money. (3) Short-
term thinking. (4) Not knowing how. All of these are solvable barriers.

Q5. Do you agree compound interest is “the eighth wonder of the world”?

Model Answer: A student who invests $100/month from 16—25 then stops will likely have
more at 65 than someone who invests $500/month from 35-65. Few mathematical truths
are simultaneously so simple and so counter-intuitive.

B For Parents — What This Lesson Covers

Your student encountered the most powerful mathematical principle in personal finance:
compound interest and the exponential impact of time. The central demonstration compared
two investors — one who invests $2,000/year from age 16 to 25 (then stops), and one who
invests $2,000/year from age 25 to 65. The early investor ends up with more despite investing
far less. This lesson is often the one that most changes how teens think about money.

Key Points to Emphasize

e Compound interest grows exponentially, not linearly. Interest on principal generates more
interest, which generates more interest — doubling time shrinks in absolute terms as the
balance grows.

e The Rule of 72: divide 72 by the annual return to estimate years to double. At 7%:
approximately 10 years. At 10%: approximately 7 years.

e Time is the most powerful variable in investing — more powerful than the amount
invested or the rate of return. A dollar invested at 16 is worth far more at 65 than a dollar
invested at 30.




e Missing the 10 best trading days over a 20-year period historically cuts returns roughly in
half. This is why staying invested through volatility is critical — 'time in the market' beats
'timing the market.'

e The opportunity cost of delay is concrete: every year a teen waits to start investing costs
approximately $3,000—$5,000 in retirement wealth (at typical contribution and return
assumptions).

v LESSON FINISHER ANSWER KEY

Multiple Choice: B — The Rule of 72 estimates the number of years to double a lump sum by
dividing 72 by the interest rate. At 8%: 72 + 8 = g years to double.

Short Answer: Strong answers explain that compound interest is “interest on interest”—each
period, interest is calculated on the principal plus all previously accumulated interest. Award
credit for distinguishing this from simple interest (calculated only on original principal).
Math: $1,000 at 7% for 30 years: $1,000 x (1.07)"30 = $7,612. For 40 years: $1,000 x
(1.07)"40 = $14,974. The 10 extra years nearly double the outcome. Accept calculations
within 5% of correct value.

() ADDITIONAL INSIGHTS FOR PARENTS

The most powerful demonstration is the “two investors” comparison: Investor A starts at 25,
contributes $2,000/year for 10 years, then stops entirely. Investor B starts at 35, contributes
$2,000/year for 30 years without stopping. Despite contributing three times as much money,
Investor B often ends up with less wealth at 65 because time, not contribution amount, is the
primary driver of compound growth.

A concrete exercise: use a free compound interest calculator to show what $50/month
invested starting today vs. starting at 25 looks like at age 65. The difference in final wealth
from those extra years is often $100,000—$200,000 on contributions of just $600/year.
Discussion prompt: “If you invested $50/month starting today vs. starting at 25, how much
more would you have at 65? Use a compound interest calculator and find the exact difference.
What does that number tell you about waiting?”

Lesson 6.2 Stocks, Bonds, and Mutual Funds

The three major asset classes — what they are, how they work, and how risk and return relate.

TEACHING NOTES

Demystify the stock market — it is not a casino, not only for the wealthy, and not as complicated
as Wall Street wants you to think.




Stocks: ownership in a real business. Returns from price appreciation and dividends.
Historically ~10% annually (nominal) or ~7% inflation-adjusted.

Bonds: loans to governments or corporations. Fixed interest + return of principal at maturity.
Lower risk = lower return.

Mutual funds: pooled vehicles holding hundreds of stocks/bonds. Most actively managed funds
underperform their index benchmark after fees.

Diversification: own 500 stocks and one bankruptcy costs 0.2%. Own 5 stocks and one
bankruptcy costs 20%.

KEY VOCABULARY

Term Definition

Stock An ownership share in a company; entitles holder
to a fraction of assets and profits.

Bond A debt instrument; the investor lends money in
exchange for interest payments.

Mutual fund A pooled investment fund holding a diversified
collection of stocks, bonds, or other assets.

Dividend A portion of company profits distributed
periodically to shareholders.

Yield The income return on a bond or dividend-paying
stock.

Risk The possibility that an investment will lose value.

Return The profit or loss on an investment, expressed as a
percentage.

Diversification Spreading investments across multiple assets to

Asset class

Portfolio

Bear market

Bull market

reduce risk.

A category of investments with similar
characteristics.

The complete collection of investments held by an
individual.

A market decline of 20%+ from recent highs.

A market rise of 20%+ from recent lows.

LEARNING OBJECTIVES

e Define stocks, bonds, and mutual funds

e Explain the risk/return relationship

e Describe what diversification means and why it matters
¢ Read a basic stock price chart

DISCUSSION QUESTIONS & MODEL ANSWERS



Q1. When you buy a share of stock, what are you actually buying?

Model Answer: A fractional ownership stake in a real business. You have voting rights,
proportional claim on assets in bankruptcy, and right to dividends. You are an owner, not a
gambler.

Q2. Why do bonds generally pay less than stocks?

Model Answer: Risk/return trade-off: bonds have contractual terms and bondholders are
paid before stockholders in bankruptcy. Lower risk = lower expected return.

Q3. How does diversification protect against catastrophic loss?

Model Answer: If you own 1 stock and it goes bankrupt, you lose 100%. Own 500 equally
weighted and one goes bankrupt, you lose 0.2%. The S&P 500 has never gone to zero.

Q4. What happens when the stock market crashes?

Model Answer: Nominal values decline sharply. The S&P 500 has recovered from every
single crash and gone on to new highs. Selling in a crash turns a temporary paper loss into a
permanent real loss.

Q5. Is a mutual fund better than picking individual stocks?

Model Answer: Data strongly says yes for most investors. 80-90% of actively managed
mutual funds underperform their benchmark index over 10+ years, after fees.

B For Parents — What This Lesson Covers

Your student learned the three major asset classes — stocks (ownership in a company), bonds
(loans to governments or corporations), and mutual funds (pooled vehicles holding many
securities). The lesson demystified the stock market as not a casino but partial ownership in
real businesses, and established the risk/return relationship: higher expected returns require
accepting higher volatility.

Key Points to Emphasize

Buying a share of stock is buying partial ownership in a real business — with proportional
claim on earnings, assets, and (for some stocks) dividends.

Bonds are debt instruments: you lend money and receive fixed interest payments. Lower
risk than stocks because bondholders are paid before stockholders in bankruptcy. Lower
risk = lower expected return.

Diversification reduces risk without reducing expected returns proportionally. Owning
500 companies means one bankruptcy costs 0.2%. Owning 5 companies means one
bankruptcy costs 20%.

The stock market has recovered from every single crash in its history and gone on to new
highs. Selling in a crash converts a temporary paper loss into a permanent realized loss.
80-90% of actively managed mutual funds underperform their benchmark index over 10+
years after fees. This is the empirical case for low-cost passive investing.

v LESSON FINISHER ANSWER KEY




Multiple Choice: D — Bonds are debt instruments (loans to governments or corporations) that
pay fixed interest. Stocks are equity (ownership) with variable returns. Bonds are generally
lower risk and lower return; stocks are generally higher risk and higher long-term return.
Short Answer: Strong answers explain that diversification reduces unsystematic risk (specific
to one company or sector) by spreading across many assets. Award credit for noting
diversification cannot eliminate systematic risk (market-wide events).

Math: $3,000 stocks at 8% = $240. $2,000 bonds at 3% = $60. Total return = $300 on
$5,000 = 6% blended return. Accept any correct weighted average return calculation.

(¢ ADDITIONAL INSIGHTS FOR PARENTS

The risk-return tradeoff is the foundational concept of investing. Higher expected returns
require accepting higher volatility and the possibility of loss. For teenagers with a 40-50 year
investment horizon, time is their most powerful asset. Short-term market volatility—
frightening when watching a portfolio drop 20%—becomes increasingly irrelevant as the time
horizon extends.

The S&P 500 has never had a 20-year period with a negative return when dividends are
reinvested. This historical fact doesn’t guarantee the future, but it provides context for why
young investors can weather volatility that would be devastating for someone near retirement.

Discussion prompt: “If the stock market drops 30% next year and your $1,000 investment
becomes $700, what do you do—sell, hold, or buy more? What would you do differently if the
money was for retirement in 50 years vs. a car purchase in 3 years?”

Lesson 6.3 Index Funds & ETFs

Why passive investing outperforms most active management, how expense ratios erode
wealth, and dollar-cost averaging.

TEACHING NOTES
The practical case for low-cost, diversified, passive index investing.
Index fund: tracks a market index by holding all constituent securities proportionally.

Expense ratio impact: $100,000 at 7% over 30 years: 0.03% — ~$744,000 | 1.0% — ~$574,000.
The 0.97% annual fee difference costs $170,000 over 30 years.

Dollar-cost averaging: invest a fixed amount at regular intervals. Automatically buys more
shares when prices are low.

KEY VOCABULARY

Term Definition



Index fund A fund that tracks a market index by holding all its
constituent securities.

ETF Exchange-Traded Fund; a fund that trades on
stock exchanges like an individual stock.

Expense ratio Annual fee charged by a fund, expressed as a
percentage of assets.

Passive investing An investment strategy of tracking a market index
rather than actively selecting securities.

Active investing Attempting to outperform the market through
security selection and market timing.

S&P 500 An index of 500 large US companies; widely used
as a benchmark for US stock market performance.

Benchmark A standard index used to measure fund
performance.

Fund manager A professional who makes investment decisions
for an actively managed fund.

Total market fund An index fund tracking the entire US stock
market.

Dollar-cost averaging Investing a fixed amount at regular intervals,

regardless of market conditions.

LEARNING OBJECTIVES

e Explain the difference between index and actively managed funds
e Define expense ratio and calculate its 30-year impact

e Describe dollar-cost averaging

e Identify low-cost index funds for a beginner

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. If 90% of actively managed funds fail to beat their benchmark, why do people
still use them?
Model Answer: Marketing, compelling human narratives, hope of finding the 10% that
outperform, advisor commissions, and the psychological feeling of doing something.

Q2. What is an expense ratio and how much does it matter over 30 years?

Model Answer: On $10,000 at 7% over 30 years: 0.03% — $72,600 | 1.0% — $57,400 — a
$15,200 difference from a 0.97% fee on a starting investment of just $10,000.

Q3. What does “tracking the S&P 500” mean and why is it recommended for
beginners?
Model Answer: An index fund holding all 500 large US companies proportionally.
Benefits: instant diversification, extremely low cost (0.03%), historical performance (~10%
annually).



Q4. What is dollar-cost averaging and why does it reduce risk?
Model Answer: Investing a fixed dollar amount at regular intervals. When markets are
down, your money buys more shares. When up, fewer shares. Average cost per share is lower
than the average market price.

Q5. If you had $500 today, what would you do with it?
Model Answer: (1) If no emergency fund, build that first. (2) Open a Roth IRA. (3) Invest
in a total stock market or S&P 500 index fund with the lowest expense ratio. (4) Set up a
monthly automatic contribution.

@ For Parents — What This Lesson Covers

Your student studied the practical case for low-cost, diversified index investing over active
management. The lesson demonstrated the compounding impact of expense ratios: on
$100,000 over 30 years, a 0.03% expense ratio leaves approximately $744,000; a 1.0%
expense ratio leaves approximately $574,000 — a $170,000 difference from a 0.97% annual
fee. The lesson also covered dollar-cost averaging as a risk-reduction strategy.

Key Points to Emphasize

e An index fund tracks a market index (like the S&P 500) by holding all constituent
securities proportionally. No manager is paid to select stocks — costs are minimal.

e The expense ratio is the annual fee charged by a fund as a percentage of assets. Index
funds typically charge 0.03—0.20%. Actively managed funds typically charge 0.5—-1.5% or
more.

e Over 30 years, a 1% annual expense ratio difference costs tens of thousands of dollars in
compounded foregone returns. The fee matters far more than it appears to.

e Dollar-cost averaging — investing a fixed amount at regular intervals — automatically buys
more shares when prices are low and fewer when prices are high, lowering average cost
per share over time.

e Three brokerages offer commission-free index fund access with $0 minimum investment
for ETFs: Fidelity (Fidelity Youth Account for teens 13+), Schwab, and Vanguard.

v LESSON FINISHER ANSWER KEY

Multiple Choice: C — The expense ratio is the annual fee charged by a fund, expressed as a
percentage of assets. Index funds typically charge 0.03—0.20%; actively managed funds
typically charge 0.5—-1.5% or more. Over 30 years, this difference compounds significantly.
Short Answer: Strong answers explain that index funds track a market index (like the S&P
500) passively, without paying fund managers to select stocks. This results in lower fees,
broader diversification, and—over long periods—better returns than most actively managed
funds.

Math: $10,000 at 7% for 30 years = $76,123. With 1% annual fee (net 6%): $10,000 at 6% for
30 years = $57,435. The 1% fee costs $18,688 over 30 years on a single $10,000 investment.
Accept any correct calculation.



@ ADDITIONAL INSIGHTS FOR PARENTS

The index fund case was made by John Bogle, founder of Vanguard, in the 1970s: since most
active fund managers fail to beat the market after fees, the rational strategy is to own the
entire market at the lowest possible cost. This view has been validated repeatedly by data. The
average active large-cap fund has underperformed the S&P 500 after fees over most 10- and
15-year periods.

Three major brokerages offer commission-free access to index funds and ETFs: Fidelity (the
Fidelity Youth Account allows teens 13+ to invest independently with a parent account),
Schwab, and Vanguard. The minimum investment at Fidelity and Schwab is $0 for index
ETFs—a teen can start with $50.

Discussion prompt: “If you had $500 to invest right now and had to leave it for 30 years,
where would you put it? Research one index fund option at Fidelity, Vanguard, or Schwab.
What is its expense ratio, what does it track, and what has its 10-year return been?”

Lesson 6.4 Roth IRA for Teenagers

Tax-free growth, earned income requirements, and why a Roth IRA opened at 16 is one of the
most powerful tools available.

TEACHING NOTES

A Roth IRA is arguably the single best financial vehicle available to a teenager with any earned
income.

Key rules (2025): contribution limit = LESSER of $7,000 or earned income for the year. Earned
income = wages, self-employment, tips. NOT gifts, NOT allowance. Under 18: custodial Roth
IRA.

$1,000 at 16 at 7% to age 65 = $29,000. Tax-free. $1,000/year from 16—18 (just 3 years, $3,000
total) at 7% — ~$84,000 at age 65. Tax-free.

KEY VOCABULARY

Term Definition

Roth IRA Individual Retirement Account where
contributions are after-tax but growth and
qualified withdrawals are tax-free.

Traditional IRA IRA where contributions may be tax-deductible
now; withdrawals taxed as income in retirement.

Tax-free growth Investment earnings that accumulate without
annual taxation.

Contribution limit The maximum amount that can be contributed to

a Roth IRA per year ($7,000 in 2024, or earned



income, whichever is less).

Earned income Wages, tips, or self-employment income; required
to contribute to an IRA.

Custodial account An account opened and managed by a parent or
guardian for a minor.

Retirement account A tax-advantaged account specifically designed for
retirement savings.

Tax-advantaged An account or investment that receives special tax
treatment.

Withdrawal Removing money from an investment or

retirement account.

Five-year rule Roth IRA contributions can be withdrawn
anytime; earnings must wait 5 years and age 59%2.

LEARNING OBJECTIVES
e Explain how a Roth IRA works and why it is tax-advantaged
e Calculate projected growth started at different ages

e Describe the earned income requirement
e Compare Roth IRA to Traditional IRA

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. Why does the government allow tax-free growth in a Roth IRA?

Model Answer: The trade-off: you contribute after-tax dollars now. All future growth and
qualified withdrawals are completely tax-free. Encourages long-term retirement savings.

Q2. Does babysitting or a summer job count as earned income?

Model Answer: Yes. Earned income = wages OR net self-employment income.
Babysitting, lawn mowing, tutoring, summer employment — all qualify. Allowance, gifts, and
investment income do NOT.

Q3. $1,000 in a Roth IRA at 16 — how much at 65?

Model Answer: At 7% average annual return over 49 years: $1,000 x (1.07)"49 =
$28,685. Tax-free. Any teenager with $1,000 in earned income who does not open a Roth
IRA is leaving ~$28,000 of future tax-free wealth on the table.

Q4. Roth vs. Traditional IRA — which is better for a teenager?

Model Answer: Almost universally Roth for teenagers. A teenager paying 0—10% tax now
vs. a 65-year-old paying 22—32% on Traditional IRA withdrawals. Pay taxes now at the
lowest possible rate.

Q5. Why do advisors say a Roth IRA is one of the best gifts for a young person?



Model Answer: (1) Longest possible investment horizon. (2) Lowest tax cost — teenagers
in lowest brackets. (3) Flexibility — contributions can be withdrawn anytime without
penalty. (4) No required minimum distributions.

B For Parents — What This Lesson Covers

Your student learned about the Roth IRA — arguably the single best financial vehicle available
to a teenager with earned income. Contributions are made with after-tax dollars; all growth
and qualified withdrawals in retirement are completely tax-free. The contribution limit in
2025 is the lesser of $7,000 or the teen's earned income for the year. A $1,000 contribution at
age 16, growing at 7% for 49 years, becomes approximately $29,000 — tax-free.

Key Points to Emphasize

e Roth IRA vs. Traditional IRA: for a teenager in a 0-10% tax bracket, the Roth wins
decisively. Pay taxes now at the lowest possible rate; all future growth is permanently tax-
free.

e [Earned income is required: wages, tips, or net self-employment income. Allowances, gifts,
and investment income do NOT qualify. Even $500 in babysitting income qualifies for a
$500 contribution.

e Under age 18, a Roth IRA must be a custodial account with a parent as co-owner. It
converts to full individual control at 18. Fidelity, Schwab, and Vanguard all offer custodial
Roths.

e Roth contributions (not earnings) can be withdrawn at any time, at any age, without taxes
or penalties. This flexibility makes it useful even before retirement.

e The magic: $1,000 contributed at age 16 at 7% = approximately $29,000 at 65, tax-free.
$1,000/year for just 3 years at 16—18 = approximately $84,000 at 65, tax-free.

v LESSON FINISHER ANSWER KEY

Multiple Choice: A — Roth IRA contributions are made with after-tax dollars. Qualified
withdrawals in retirement are tax-free. Traditional IRA contributions are pre-tax; withdrawals
are taxed as ordinary income. For teenagers in low tax brackets today, the Roth advantage is
significant.

Short Answer: Strong answers explain that Roth IRA contributions are limited to the lesser of
earned income or the annual IRS limit ($7,000 for 2025). A teen who earns $3,000
babysitting can contribute up to $3,000. Award credit for noting that earned income (wages,
self-employment) qualifies; gifts, allowances, and investment income do not.

Math: $1,000 contributed to Roth IRA at age 15, at 7% for 50 years: $1,000 x (1.07)"50 =
$29,457. Tax-free. Accept any correct compound growth calculation.

() ADDITIONAL INSIGHTS FOR PARENTS

A custodial Roth IRA is one of the most powerful financial gifts a parent can enable for a
teenager with earned income. The process: open a custodial Roth IRA at a brokerage (Fidelity,




Schwab, or Vanguard), fund it with an amount up to the teen’s earned income for the year,
and invest in a low-cost index fund or target-date fund. The parent can contribute; the teen’s
earned income is merely the limit on how much can go in.

The tax advantage compounds over decades. A 15-year-old’s $2,000 Roth contribution,
growing at 7% for 50 years, becomes approximately $59,000—tax-free. The same investment
in a taxable account would accumulate capital gains tax on the growth. The Roth’s advantage
is not the rate of return; it’s the permanent elimination of tax on fifty years of compound
growth.

Discussion prompt: “If you have any earned income this year—from a job, babysitting, yard
work, or any other work—you are eligible to open a Roth IRA. What would you need to do to
open one, and could we do it together this month?” For teens with earned income, this is
immediately actionable.

Lesson 6.5 Avoiding Scams & Bad Advice

Red flags of financial fraud — crypto hype, MLMs, finfluencers, and how to evaluate financial
advice critically.

TEACHING NOTES
Young people are disproportionately targeted by financial scams and bad advice.

Red flags: (1) Guaranteed returns. (2) Urgency and FOMO. (3) Lifestyle proof — Lamborghinis,
jets, screenshots easily faked. (4) Complexity as cover. (5) Unregistered sellers — check FINRA
BrokerCheck.

MLMs: FTC studies find 99%+ of participants lose money or earn less than $1/hour.

Fiduciary: legally required to act in your best interest. Only ~15% of financial advisors are
fiduciaries.

KEY VOCABULARY

Term Definition

Ponzi scheme A fraud where returns to early investors are paid
using new investor money, not actual profits.

Pyramid scheme A fraud requiring constant recruitment to pay
existing participants.

MLM Multi-Level Marketing; a sales structure where
income depends primarily on recruiting.

Finfluencer A social media influencer who provides financial
advice; often unqualified.

Fiduciary A person legally obligated to act in the client’s best

financial interest.



Sunk cost fallacy Continuing a bad investment because of how
much was already spent.

FOMO Fear of Missing Out; an emotional driver of
impulsive financial decisions.

Due diligence Thorough research and verification before making
a financial decision.

SEC Securities and Exchange Commission; US
regulator of securities markets.

Too good to be true A heuristic: if promised returns seem
extraordinary, suspect fraud.

LEARNING OBJECTIVES

e Identify at least five red flags of financial fraud
e Explain what a fiduciary is and why it matters
e C(ritically evaluate social media financial advice
e Apply the “too good to be true” test

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. What is the difference between a pyramid scheme and a legitimate
investment?
Model Answer: A pyramid scheme’s returns depend on recruiting new participants. Key
tests: Can you explain how it makes money without recruiting? Is it registered with the SEC?

Q2. A TikTok creator says they turned $1,000 into $50,000 in three months —
what questions should you ask?
Model Answer: (1) What exactly was invested? (2) Are they sharing verifiable proof? (3)
What happened after those three months? (4) Are they selling a course or referral link? (5)
Why share publicly instead of quietly making money?

Q3. What is a fiduciary and why does it matter?
Model Answer: A fiduciary advisor is legally required to put your interests first. A non-
fiduciary only needs to recommend “suitable” products — a much lower bar. Ask directly:
“Are you a fiduciary, 100% of the time?”

Q4. What does data say about actual earnings for most MLM participants?
Model Answer: FTC studies show ~99% of participants lose money or earn less than
minimum wage. In many MLMs, over 50% earn nothing in a given year. Always read the
income disclosure statement before joining any MLM.

Q5. Why is FOMO one of the most dangerous emotions in investing?
Model Answer: FOMO drives buying at market peaks and abandoning sound strategies
for speculation. Research shows individual investors who react emotionally significantly
underperform those who hold steady.



@ For Parents — What This Lesson Covers

Your student studied how to recognize and resist financial fraud and predatory advice —
specifically crypto 'investment opportunities' with guaranteed returns, multi-level marketing
schemes, finfluencer promotion without disclosure, and advance-fee fraud. The lesson
established that guaranteed high returns are the defining red flag of financial fraud (legitimate
investments always carry risk) and introduced verification tools: FINRA BrokerCheck and
SEC.gov/check.

Key Points to Emphasize

e Guaranteed returns are the single most reliable red flag of financial fraud. Legitimate
investments always carry risk. 'Guaranteed' and 'high return' are mathematically
incompatible in real markets.

e A fiduciary advisor is legally required to act in your best interest. Non-fiduciary advisors
only need to recommend 'suitable' products. Ask explicitly: 'Are you a fiduciary, 100% of
the time?'

e FTC data consistently shows 99%+ of MLM participants lose money or earn less than
minimum wage in a given year. The income disclosure statement (required by law) reveals
the actual numbers.

e Four universal fraud red flags: (1) urgency or FOMO pressure, (2) requests for upfront
payment, (3) unusual payment methods (gift cards, wire transfer, cryptocurrency), (4)
unsolicited contact claiming a problem with your account.

e Verify any financial professional at FINRA BrokerCheck (brokercheck.finra.org) or
SEC.gov/check before trusting investment advice or transferring money.

v LESSON FINISHER ANSWER KEY

Multiple Choice: B — A guaranteed high return investment is the defining red flag of financial
fraud. Legitimate investments always carry risk; “guaranteed” and “high return” are
mathematically incompatible in real markets.

Short Answer: Strong answers identify at least four red flags: guaranteed returns, pressure to
decide immediately, “secret” or “exclusive” opportunity, unsolicited contact, complex or
unclear strategy, unlicensed adviser, testimonials only. Award credit for any four with brief
explanations.

Scenario: Award full credit for correctly identifying the “guaranteed 15% return” as a fraud red
flag and recommending verification steps: check adviser registration (FINRA BrokerCheck,
SEC EDGAR), consult a second opinion, never invest under time pressure.

@ ADDITIONAL INSIGHTS FOR PARENTS

Financial fraud disproportionately targets people at moments of financial transition: a new
job, an inheritance, a first paycheck. Young adults are particularly vulnerable because they
lack the pattern recognition that comes from years of financial experience—and because




fraudsters design schemes that appeal to people eager to build wealth quickly.

The most common scams targeting young adults include: (1) crypto “investment
opportunities” with guaranteed returns; (2) multi-level marketing programs reframed as
“entrepreneurship”; (3) online influencer financial advice promoting products the influencer
is paid to endorse without disclosure; and (4) advance fee fraud targeting people expecting
payments.

Discussion prompt: “Have you ever seen a financial ad online that seemed too good to be
true? What made it tempting? What made it suspicious? How would you verify whether it was
legitimate?” Teaching the verification reflex—FINRA BrokerCheck, SEC.gov/check, a second
opinion—is more valuable than any specific warning.

Lesson 6.6 Cryptocurrency & Digital Assets

What crypto actually is, why teens are targeted, the real risks, and how to think about digital
assets responsibly.

Learning Objectives

By the end of this lesson, students will be able to: (1) explain the difference between
cryptocurrency and traditional investing; (2) identify at least three specific risks of crypto
ownership; (3) describe how pump-and-dump schemes work and why influencer promotion is a
red flag; (4) explain why every crypto transaction is a taxable event; (5) apply the 5% rule and
the correct order of financial priorities.

Teaching Notes

This is one of the most culturally relevant lessons in the curriculum. Most students have already
encountered crypto through social media. Your goal is not to dismiss it but to build critical
thinking. Acknowledge that some people have made money in crypto — then ask: what is the
mechanism? What is the risk? What happened to people who bought Bitcoin at $60,000 in
November 2021?

Key distinction to anchor the lesson: an index fund investor owns a share of companies
generating real revenue. A crypto buyer owns a digital asset whose value depends entirely on
what the next buyer will pay. Both can increase in value. Both can lose value. They are
fundamentally different things — one is investing, one is speculation.

The FTX collapse (2022) is your most powerful real-world example. A major, regulated-looking
exchange collapsed overnight. Customers lost billions. There was no FDIC. No bailout. The
founder is in prison. Use it.

The 5% Rule: if a student is genuinely curious about crypto, the responsible framing is — only
after emergency fund, Roth IRA contributions, and index fund investments are in place, and



never more than 5% of investable assets. Never money they cannot afford to lose entirely. This is
not anti-crypto; it is pro-foundation.

Key Vocabulary

Cryptocurrency: Digital currency on a decentralized blockchain, not backed by government or
FDIC insured

Speculative asset: Value based on what future buyers will pay, not underlying earnings or
assets

Pump and dump: Scheme where promoters inflate a price through hype, sell at peak, leaving
late buyers with losses

Exchange risk: Risk that a crypto exchange fails or is hacked, with no FDIC protection for
users

Taxable event: Any crypto transaction triggering IRS reporting — selling, trading coin-to-coin,
or using crypto to buy goods

Discussion Questions with Model Answers

Q1. What is the fundamental difference between buying Bitcoin and buying a total
market index fund?

Model Answer: An index fund represents ownership in real companies generating real revenue.
The value is anchored to earnings, assets, and economic activity. Bitcoin is a speculative asset —
its value depends entirely on what the next buyer will pay. There is no underlying business, no
earnings, no revenue. Both can go up or down, but they are fundamentally different financial
instruments.

Q2. An influencer posts that they are buying a specific coin and it is going to 10x.
What red flags should a student look for?

Model Answer: Key red flags: (1) guaranteed or extreme return promises — no legitimate
investment guarantees 10x; (2) urgency language — “get in NOW” is manufactured FOMO; (3)
influencer promotion — crypto promotions are frequently paid arrangements; (4) no credible
financial coverage — if only influencers are talking about it, that is a warning sign. This is a
classic pump-and-dump structure.

Q3. A student trades $500 of Bitcoin for Ethereum. Do they owe taxes? Why or
why not?

Model Answer: Yes — this is a taxable event. The IRS treats cryptocurrency as property. When
you trade one crypto for another, you are disposing of property and acquiring new property. If
the Bitcoin increased in value since purchase, capital gains tax is owed on that gain. Most new
crypto investors are unaware of this and discover significant tax bills after casual trading.

Check Questions with Model Answers

Q1. Bitcoin lost approximately what percentage of its value between November
2021 and November 2022?

Model Answer: Approximately 80%. A $1,000 investment at the November 2021 peak would
have been worth approximately $180 a year later.



Q2. What is the recommended order of financial priorities before allocating any
money to crypto?

Model Answer: Emergency fund first, then Roth IRA contributions, then index fund
investments. Only after all three are funded should a student consider any speculative allocation
— and even then, no more than 5% of investable assets, and only money they could afford to lose
entirely.

Lesson 6.6 Capstone: Personal Finance Plan

Students synthesize all six units into a personal 5-year financial roadmap with SMART goals
and specific action steps.

TEACHING NOTES

This capstone is the culmination of the entire course. Students leave with a personalized, written
financial plan.

Components: (1) Current financial snapshot. (2) Three SMART goals (1-year, 3-year, 5-year). (3)
Personal monthly budget. (4) Emergency fund plan. (5) Credit plan. (6) Tax plan. (7) Investing
plan. (8) Risk protection.

SMART goal format: Specific, Measurable, Achievable, Relevant, Time-bound.

Weak: “I want to save money.” Strong: “I will save $1,500 for a used car by depositing
$125/month for 12 months into a dedicated high-yield savings account.”

KEY VOCABULARY

Term

Financial plan

Net worth

Financial goal
Milestone

Action step
Accountability
Financial independence
SMART goal

Timeline

Definition

A comprehensive written strategy covering all
aspects of personal finance.

Total assets (what you own) minus total liabilities
(what you owe).

A specific, measurable financial target with a
defined timeline.

An intermediate target on the way to a larger
financial goal.

A specific, concrete task that moves you toward a
financial goal.

Committing to and being responsible for your
financial decisions and goals.

Having sufficient savings/investments to support
your lifestyle without mandatory work income.

A goal that is Specific, Measurable, Achievable,
Relevant, and Time-bound.

A schedule of when financial goals and milestones
will be achieved.



Review cycle Scheduled regular check-ins on a financial plan.

LEARNING OBJECTIVES

e C(Create a written personal financial plan

e Set SMART goals for 1, 3, and 5 years

¢ Identify specific action steps and timelines

e Reflect on how this course changed your thinking about money

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. What one thing from this course surprised you or changed your thinking?

Model Answer: Strong answers involve specific numbers: “I calculated that saving
$200/month from age 18 at 7% gives me over $1 million by retirement.” Specific insights
drive behavior change.

Q2. What is your most important financial goal for the next 12 months?

Model Answer: Guide toward SMART formulation: not “save money” but “save $800 for
my emergency fund by September 1 by depositing $100/month from my part-time job into
an Ally savings account.”

Q3. What financial mistake do you most want to avoid in your 20s?

Model Answer: Common excellent answers: carrying credit card balances, not building an
emergency fund, excessive student debt, ignoring Roth IRA contributions, or falling for an
MLM.

Q4. What one piece of advice would you give a younger sibling?

Model Answer: Best answers synthesize the course: “Open a Roth IRA with your first
paycheck,” “Never carry a credit card balance,” “Build your emergency fund before anything
else.”

Q5. What does “financial independence” mean to you personally?

Model Answer: Connect the mechanics of the course to their personal vision of financial
freedom. The “why” must be personal and vivid to sustain behavior over decades.

B For Parents — What This Lesson Covers

This capstone lesson asks your student to synthesize everything from Units 1—6 into a written
personal financial plan with SMART goals for 1, 3, and 5 years, a personal monthly budget, an
emergency fund plan, a credit plan, a tax plan, and an investing intention. The capstone is
most valuable when it creates a real commitment rather than an academic exercise — the
financial habits formed in the next 2—3 years echo through the following decades.

Key Points to Emphasize

e A SMART goal is Specific, Measurable, Achievable, Relevant, and Time-bound. 'Save




money' is not a SMART goal. 'Save $800 for an emergency fund by September 1 by
automating $100/month to a high-yield savings account' is.

e Net worth = total assets minus total debts. A negative net worth is common and expected
for young adults with student loans — what matters is the trajectory, not the starting
number.

e The three highest-impact immediate actions: (1) open or review a high-yield savings
account, (2) if earned income exists, open or fund a custodial Roth IRA, (3) set up an
automatic savings transfer.

e Knowledge fades quickly if not applied. Students who take at least one concrete financial
action within two weeks of completing the course are significantly more likely to sustain
the behaviors.

e The most powerful thing a parent can do at this stage: be financially transparent. Sharing
real experiences — money mistakes, smart decisions, things you wish you'd known —
normalizes financial conversation in a way no curriculum can replicate.
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Personal Finance Plan Rubric: Award full credit for plans that include: (1) a savings goal with
a monthly amount and timeline; (2) a budget breakdown by percentage or dollar amount; (3)
an emergency fund target; (4) a credit-building step; (5) a long-term investment intention
(Roth IRA or index fund). Award partial credit proportionally; require all five components for
full marks.

Short Answer: Strong answers reflect genuine personal priorities with specificity: a named
savings goal, an actual dollar amount, a concrete timeline. Award credit for quantified goals.
Dock points for vague answers (“I want to save more”) without quantification.

@ ADDITIONAL INSIGHTS FOR PARENTS

The capstone asks students to synthesize everything learned into a personal plan. The most
powerful version of this exercise is not academic—it becomes real when a parent engages with
the plan as a genuine document. Review it together. Ask questions. Offer to help implement
one piece of it immediately.

The three highest-impact immediate actions for any teen completing this curriculum: (1) open
or review a high-yield savings account; (2) if earned income exists, open or fund a custodial
Roth IRA; (3) set up an automatic savings transfer, even $10/paycheck. These three actions,
taken this week, compound for decades.

Discussion prompt: “Of everything you’ve learned across all six units, what is the one insight
that changed how you think about money? What is the first thing you're going to do
differently—and can we put a date on it?” The capstone is most powerful when it creates a
commitment, not just a plan.




UNIT 6 REVIEW — Investing & Wealth Building

Teaching Guidance for the Review Session Allow 25—30 minutes. Use a compound
interest calculator during the Group Weighs In debrief — the numbers are most powerful when
students generate them in real time rather than seeing them pre-calculated. The windfall
scenario ($2,000 at age 17) is deliberately simple to make the compounding math accessible.

Key Terms Answer Key

e Compound interest: Interest calculated on both the original principal and all previously
accumulated interest; grows exponentially over time.

¢ Rule of 72: A shortcut estimating doubling time: divide 72 by the annual interest rate. At
7%, money doubles approximately every 10 years.

e Index fund: A fund that tracks a market index by holding all its constituent securities;
typically very low cost and diversified.

e Expense ratio: The annual fee charged by a fund as a percentage of assets. Even a 1%
difference compounds into tens of thousands of dollars over 30 years.

¢ Roth IRA: An Individual Retirement Account where contributions are made with after-tax
dollars; all growth and qualified withdrawals are tax-free.

e Earned income: Wages, tips, or net self-employment income; required to make IRA
contributions. Allowances and gifts do not qualify.

e Dollar-cost averaging: Investing a fixed amount at regular intervals regardless of market
conditions, automatically buying more shares when prices are lower.

¢ Fiduciary: A financial advisor legally required to act in the client's best interest at all times.

The Group Weighs In — Debrief Focus

The $2,000 windfall scenario at age 17 generates four very different outcomes. Lucy's Roth IRA
contribution at 7% for 48 years: $2,000 x (1.07)"48 = $57,900 — tax-free. Alex's $1,000 Roth +
$1,000 business investment: approximately $28,950 in the Roth at 65, plus the compounding
value of the pressure washer's revenue generation. Joseph's $430 remaining in checking at
month-end: no growth, no interest. Sofia's $4,800 in cash envelopes at 0% return over 48 years:
the opportunity cost at 7% is approximately $4,800 x (1.07)"48 = $139,000 in foregone growth.
This is the clearest illustration in the entire curriculum of what financial inaction costs over
time.

Reflection prompts about investing should produce a specific next step, not just a mindset shift.
For any student with earned income, the conversation should land on a concrete question:
'Could we look into opening a custodial Roth IRA together this month?'



Unit 7 — Housing & Insurance

Weeks 9—10

Lesson 7.1 Renting — The Real Cost of an Apartment

The full move-in cost, the 30% rule, and why saving before searching beats searching before
saving.

TEACHING NOTES

Most students dramatically underestimate what moving out actually costs. Begin by asking: “If
an apartment costs $1,000/month, how much do you need on Day 1?” Most will say $1,000. The
correct answer—including first month, last month, security deposit, and utility deposits—is
typically $3,000—$4,000. The shock is the lesson.

The 30% rule: housing costs (rent + utilities) should not exceed 30% of take-home pay. In high-
cost cities the 30% rule may be aspirational, not achievable—this is worth discussing frankly.

Opportunity cost of move-in cash: connect to Unit 3. If $3,000 had stayed in a 4.5% APY savings
account instead of going toward a security deposit, it would earn $135/year in interest while
sitting in a landlord’s account earning $0 for you.

Practical teaching moment: have students use Zillow, Apartments.com, or a local equivalent to
find real listings. Calculate the actual move-in cost. This makes the lesson concrete and locally
relevant.

KEY VOCABULARY

Gross rent - Net rent - Security deposit - Lease - Move-in cost - 30% rule - Utility deposit -
Renter’s market — all defined in the student workbook.

LEARNING OBJECTIVES

e Calculate total move-in cost beyond just first month’s rent

e Apply the 30% rule to a given take-home income

e Explain why saving before apartment-hunting is financially safer than the reverse
e Calculate opportunity cost of money held as a security deposit

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. An apartment lists for $1,100/month. What is the realistic amount you need to
have saved before moving in?
Model Answer: Add first month ($1,100) + last month ($1,100) + security deposit
($1,100) + utility deposits ($100—$300 typical) + moving costs ($200—$500) = $3,600—
$4,100 minimum. Some landlords only require first month and security deposit, bringing
the total to ~$2,200—still double the advertised monthly rent.



Q2. Why do financial advisors recommend keeping housing under 30% of income?
Model Answer: Above 30%, any income disruption—a missed shift, a job loss, a medical
bill—immediately creates a housing crisis. The 30% ceiling preserves cash flow for savings,
debt repayment, and emergencies. In practice, many Americans spend 40—-50% on housing,
which is why so many live paycheck to paycheck.

Q3. What is the real cost of a $1,500 security deposit that sits in your landlord’s
account for two years?

Model Answer: At 4.5% APY, $1,500 over two years earns ~$136 in interest that you're
not earning. The opportunity cost is $136 plus the loss of liquidity—you cannot access that
money in an emergency.

Q4. What is a “renter’s market” and why does it matter for negotiation?
Model Answer: A renter’s market exists when there are more available units than renters
—landlords compete for tenants. In a renter’s market, you can negotiate rent price, required
deposits, or included amenities. Knowing market conditions gives you leverage before
signing.

Q5. Is renting always “wasting money” compared to buying?
Model Answer: No—this is a pervasive myth. Renting provides flexibility, freedom from
maintenance costs, and no exposure to property value risk. The rent-vs-buy decision
depends on local price-to-rent ratios, how long you plan to stay, your credit, and your
opportunity cost for a down payment. For most people under 28 in early career stages,
renting is often the better financial choice.

@ For Parents — What This Lesson Covers

Your student learned that the monthly rent listed in an apartment ad is not the real cost of
moving in. First month + last month + security deposit + utility deposits typically totals 2—3
months of rent due on day one — a figure that consistently surprises new renters. The lesson
also covered the 30% housing rule (total housing costs should not exceed 30% of take-home
pay) and the opportunity cost of cash held as a security deposit.

Key Points to Emphasize

e Move-in costs typically equal 2—3 months of rent. On a $1,100/month apartment: first
month ($1,100) + last month ($1,100) + security deposit ($1,100) + utility deposits =
$3,300—$3,600 minimum.

e The 30% rule: total housing costs (rent + utilities) should not exceed 30% of take-home
pay. Above this threshold, any income disruption immediately creates a housing crisis.

e In high cost-of-living cities, spending 35—40% on housing is common and doesn't
necessarily mean someone is financially irresponsible — the local market may simply leave
no alternative.

e A security deposit sits in the landlord's account earning nothing for the tenant. The
opportunity cost: $1,500 in a deposit over 2 years at 4.5% APY = approximately $136 in
foregone interest.

e Save the move-in cash target before apartment hunting — not during. Falling in love with




an apartment you can't afford on move-in day is a common and avoidable situation.

v LESSON FINISHER ANSWER KEY

Multiple Choice: Answer: b) $720 ($2,400 x 0.30). Accept any answer showing the
calculation clearly.

Short Answer: Strong answers note that move-in costs typically equal 2—3 months of rent due
to first month + last month + security deposit, requiring substantial upfront savings beyond
what monthly rent alone suggests.

Math: $1,150 x 3 = $3,450 total move-in cost (first + last + deposit).

@ ADDITIONAL INSIGHTS FOR PARENTS

One of the most common financial shocks young adults face is the gap between a monthly rent
advertised online and the total cash required on move-in day. Many young people show up to
sign a lease without enough money, because they planned for one month but needed three. A
practical discussion: research your local rental market together. Look up 5 listings at different
price points and calculate the move-in cost for each. The gap between those numbers and
what your student has saved becomes a concrete savings goal.

The 30% rule has important nuances. In high-cost cities, it is common for even financially
responsible people to spend 35—-40% of income on rent simply because the market leaves no
alternative. The rule’s real value is as a ceiling, not a floor.

Discussion prompt: “If you got your first job and took home $2,200/month, what city could
you afford to live in on your own—and what city couldn’t you?” This exercise makes geography
and income interconnected in a way that abstract rules cannot.

Lesson 7.2 Reading a Lease

Every clause has a consequence. The most expensive lease mistakes happen because tenants
didn’t read before signing.

TEACHING NOTES

A lease is a legal contract, and “I didn’t read it” is not a defense. This lesson trains students to
approach a lease methodically, clause by clause, with specific questions in mind.

Key clauses to always locate: (1) Early termination fee—typically 1—2 months’ rent. (2) Notice
period required before vacating—often 60 days, sometimes 90. (3) Pet policy—violations can
result in lease termination. (4) Guest policy—many leases limit how long guests can stay. (5)
Subletting rules—most prohibit subletting without landlord approval.



Landlord entry rights vary by state, but most states require 24—48 hours’ written notice except
in emergencies. Negotiation is possible: everything negotiated must be in a signed addendum—
verbal promises from landlords are not enforceable.

KEY VOCABULARY

Lease - Landlord - Tenant - Security deposit - Early termination - Subletting - Notice period -
Lease renewal — all defined in the student workbook.

LEARNING OBJECTIVES

e Identify at least 8 critical clauses to locate in any lease

e Explain the legal significance of each clause

e Describe what a tenant can negotiate before signing

e Distinguish between verbal promises and written addenda

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. Alandlord verbally promises to repaint the bedroom before you move in. Is
that promise enforceable?

Model Answer: No. Verbal agreements about lease terms are generally unenforceable. To
be binding, the promise must be in writing and signed by both parties as a lease addendum.
If a landlord won’t put it in writing, assume it won’t happen.

Q2. You need to move out 3 months early due to a job transfer. Your lease has no
early termination clause. What happens?
Model Answer: Without an early termination clause, you are generally liable for the
remaining lease payments unless the landlord can re-rent the unit. Most states require
landlords to mitigate damages by attempting to find a new tenant. Options vary significantly
by state law.

Q3. Can a landlord enter your apartment without notice?

Model Answer: Generally no. Most states require 24—48 hours’ written notice for non-
emergency entry. Emergencies (gas leak, flood, fire) typically allow immediate entry. Leases
often restate state law on this point—read it and know your rights.

Q4. Your lease requires 60 days’ notice before vacating, but you only give 30 days.
What are the consequences?
Model Answer: Typically: you remain responsible for rent during the remaining notice
period (30 more days of rent) even after you vacate. Some leases also allow the landlord to
withhold part of your security deposit for inadequate notice.

Q5. A friend offers to let you live in their apartment and pay them rent directly
while they stay with a partner. What should you know?
Model Answer: This is subletting. Most leases prohibit subletting without explicit
landlord approval. If discovered, both the original tenant and the sub-letter may face



eviction. The original tenant’s credit can be affected by any unpaid rent. Always verify the
subletting clause before agreeing.

M For Parents — What This Lesson Covers

Your student learned that a lease is a legally binding contract and that 'T didn't read it' is not a
defense. The lesson trained students to locate and understand the most consequential clauses:
early termination fees, notice periods, pet and guest policies, subletting prohibitions, and
landlord entry rights. The most important practical takeaway: verbal promises from landlords
are unenforceable — everything negotiated must be in a signed addendum.

Key Points to Emphasize

e Alease is a legal contract. Every clause has a financial or legal consequence. Missing a 60-
day notice requirement, for example, can mean owing an extra month's rent after you've
vacated.

e The most expensive lease clause to miss: early termination fees (typically 1—2 months'
rent). On a $1,200/month apartment, breaking a lease unexpectedly can cost $2,400 in
fees alone.

e Verbal promises from landlords are not enforceable. Any agreement — repairs before
move-in, reduced deposit, permission for a pet — must be in writing and signed by both
parties as a lease addendum.

e Tenant rights are state-specific. Most states require 24—48 hours' written notice before a
landlord can enter. Know your state's laws before signing.

e Photographing every room with timestamps on move-in day is the single most effective
protection against wrongful security deposit withholding at move-out.

v LESSON FINISHER ANSWER KEY

Multiple Choice: Answer: ¢) May 31 (60 days before July 31 = May 31).

Short Answer: Strong answers include: early termination fee (financial consequence) and
notice period (timing consequence). Accept any two clauses with clear explanation of why
each matters.

¢ ADDITIONAL INSIGHTS FOR PARENTS

Lease law is state-specific, and the differences are significant. In some states, landlords must
return security deposits within 14 days of move-out; in others, 30—60 days is the standard.
Before your student signs their first lease, spend 20 minutes looking up your state’s landlord-
tenant law basics—available free from your state attorney general’s office.

The most common lease-related disputes young renters face, in order: (1) Security deposit not
returned. (2) Responsibility for repairs. (3) Early termination disputes. (4) Unauthorized
entry by landlord. Your student should document everything: photograph the unit on move-in
day with timestamps, send important communications by email, and keep copies of every
signed document.




Discussion prompt: Find a sample residential lease online and read through it together. Point
to clauses and ask: “What does this mean in plain English? Is this fair? Would you want this
changed before signing?”

Lesson 7.3 Buying a Home — How Mortgages Actually Work

PITI, PMI, amortization, and why the credit score a teenager builds determines the interest
rate a 28-year-old pays.

TEACHING NOTES

The central insight: decisions made about credit in the teens directly affect mortgage rates in the
late 20s. A 760+ score vs. a 640 score on a $250,000 mortgage is roughly $340/month in
payment difference, or $122,000 over 30 years on the same house.

PITI framework: Principal + Interest + Taxes + Insurance. Most students only think about P+I.
Add property tax (typically 0.8—1.5% of home value annually + 12) and homeowners insurance
(~$100—-$150/month). PMI adds another $100—$200/month when down payment is under
20%.

Amortization is counter intuitive: in the early years, the vast majority of each payment goes to
interest. On a $250,000 loan at 6.8%, month 1: approximately $1,420 interest, $211 principal.
Month 360: approximately $9 interest, $1,622 principal. Running an amortization calculator
together makes this visible.

KEY VOCABULARY

Mortgage - Down payment - Principal - Amortization - PMI - Fixed-rate mortgage - Adjustable-
rate mortgage - Equity — all defined in the student workbook.

LEARNING OBJECTIVES

e C(Calculate a full PITI + PMI monthly payment

e Explain amortization and why early payments are mostly interest
e Describe the PMI trigger and removal conditions

e Connect credit score to mortgage interest rate and total cost

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. Why does a 0.5% difference in mortgage rate matter so much over 30 years?

Model Answer: On a $250,000 loan: 6.5% = $1,580/month, 7.0% = $1,663/month.
That’s $83/month more, $996/year more, and nearly $30,000 more over 30 years. On a
$350,000 loan, the gap is even larger.

Q2. What is PMI and exactly when can you get rid of it?



Model Answer: PMI (Private Mortgage Insurance) protects the lender when your down
payment is below 20%. The Homeowners Protection Act requires lenders to cancel PMI
automatically when your loan-to-value ratio reaches 78% of the original purchase price. You
can request cancellation at 80% LTV, which requires a written request and sometimes an
appraisal.

Q3. Inyear 1 of a 30-year mortgage at 6.8%, approximately what percentage of
each payment is interest vs. principal?

Model Answer: Approximately 85—90% of early payments go to interest, not principal.
This is why homeowners build equity slowly in the early years—the mathematical structure
of amortization front-loads interest payments.

Q4. Why might someone choose a 15-year mortgage over a 30-year mortgage even
though monthly payments are higher?

Model Answer: The 15-year mortgage typically carries a lower interest rate (often 0.5—
0.75% lower) and the loan is paid off in half the time. A 30-year loan at 6.8% costs
approximately $344,000 in total interest on a $250,000 loan. A 15-year at 6.2% costs
approximately $140,000—a savings of over $200,000.

Q5. What is the minimum down payment required to avoid PMI, and what
strategies help people reach it?

Model Answer: 20% of purchase price. Strategies: save aggressively before buying, look at
lower-priced markets, accept PMI as a short-term cost of entering the market earlier, get gift
funds from family, or use certain loan programs (VA, USDA) that allow 0% down without
traditional PMI.

@ For Parents — What This Lesson Covers

Your student learned the mechanics of a mortgage — PITI (Principal + Interest + Taxes +
Insurance), Private Mortgage Insurance (PMI), amortization, and the relationship between
credit score and interest rate. The central insight: the credit score a teenager builds between
16 and 22 directly determines the interest rate they pay on a mortgage at 28. On a $300,000
loan, a 1% rate difference costs approximately $60,000 over 30 years.

Key Points to Emphasize

e PITI is the true monthly cost of homeownership: Principal + Interest + Taxes (property
tax, ~1% of home value/year) + Insurance (homeowners, ~$100—$150/month). Most
first-time buyers underestimate taxes and insurance.

e PMI (Private Mortgage Insurance) is required when down payment is below 20%. It costs
$100—-%$200/month and protects the lender, not the buyer. It can be removed once loan-
to-value reaches 80%.

e Amortization is counter-intuitive: in the early years of a 30-year mortgage, the vast
majority of each payment goes to interest, not principal. On a 6.8% loan, year 1 payments
are approximately 87% interest.

e A 760+ credit score versus a 640 score on a $250,000 mortgage is approximately
$340/month in payment difference — $122,000 more paid over 30 years for the same




house.

e The credit-building choices a teenager makes at 16—22 have the most direct and
quantifiable impact on the mortgage rate they'll pay a decade later. This is a concrete,
long-term case for responsible credit behavior.

v LESSON FINISHER ANSWER KEY

Multiple Choice: Answer: a) PMI is required when down payment is less than 20%.

Short Answer: Strong answers connect the credit score timeline: credit built at 17—22 directly
determines the interest rate available at 25—30 when purchasing a home. A lower rate on a
$300,000 mortgage can save $100,000+ over 30 years.

@ ADDITIONAL INSIGHTS FOR PARENTS

The counterintuitive truth this lesson surfaces: the single most impactful thing a teenager can
do to reduce their future mortgage payment is to build credit responsibly right now. The
length of credit history component of a FICO score means that an 18-year-old who opens a
secured credit card and pays it perfectly for 7 years will have a materially better score at 25
than someone who starts at 22.

A practical calculation worth doing together: use a free mortgage calculator to compare what a
$300,000 loan would cost at 6.5% vs. 7.8% (the rates Lucy and Alex face in the lesson
scenario). Show the monthly and 30-year total difference. Then ask: “How much would you
have to change about your credit behavior today to end up on the better side of that
comparison in 10 years?”

Lesson 7.4 Health Insurance Basics

Premium, deductible, copay, coinsurance, out-of-pocket maximum — the five numbers that
determine whether a health plan is actually affordable.

TEACHING NOTES

Walk students through the four cost layers in sequence: Premium (pay regardless of use) —
Deductible (pay 100% until this is met) — Copay/Coinsurance (pay this % after deductible) —
Out-of-pocket maximum (after this, insurance pays 100%).

Most students only know about premiums. A low-premium plan can have a $6,000+ deductible
that makes it more expensive for anyone with significant health use.

The HSA triple tax advantage: (1) Contributions are pre-tax. (2) Growth is tax-free. (3)
Withdrawals for qualified medical expenses are tax-free. No other financial account offers all
three.



Key teaching moment: a single ER visit for a broken bone can cost $5,000—$30,000. A 12-
month premium at $150—$200/month ($1,800—$2,400/year) is dramatically cheaper than one
uninsured medical event.

KEY VOCABULARY

Premium - Deductible - Copay - Coinsurance - Out-of-pocket maximum - HMO - PPO - HSA —
all defined in the student workbook.

LEARNING OBJECTIVES

e Define and distinguish all four health insurance cost layers

e Calculate total annual cost for two plans under “healthy” and “high-use” scenarios
e Explain the triple tax advantage of an HSA

e Articulate why skipping health insurance is a high-risk financial decision

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. Why does a plan with a lower monthly premium sometimes cost MORE than a

higher-premium plan?
Model Answer: Because the deductible, copays, and coinsurance determine out-of-pocket
costs when care is needed. A plan with $95/month premium and $6,500 deductible costs
$1,140 in premiums—but the first $6,500 of medical expenses comes entirely from your
pocket. A $200/month plan with $750 deductible costs $2,400 in premiums but protects
you after $750. For anyone with significant medical use, the higher-premium plan is often
cheaper total.

Q2. What is an out-of-pocket maximum and why does it matter?

Model Answer: The out-of-pocket max is the most you will ever pay in a given plan year.
Once you hit it, your insurance covers 100% of remaining costs. This is critical for
catastrophic events—a serious surgery generating $200,000+ in bills will only cost you up to
your OOP max (e.g., $7,000). Without insurance, the full amount falls on you.

Q3. An HSA has a “triple tax advantage”—what are the three?
Model Answer: (1) Contributions go in pre-tax, reducing your taxable income. (2) The
money grows tax-free inside the account. (3) Withdrawals for qualified medical expenses are
tax-free. Additionally, after age 65, HSA funds can be withdrawn for any purpose and taxed
as ordinary income—similar to a Traditional IRA.

Q4. You are 22 and healthy. Should you choose the low-premium HDHP + HSA or
the higher-premium PPO?

Model Answer: For a genuinely healthy 22-year-old with no chronic conditions, the
HDHP + HSA is often the mathematically superior choice. The premium savings go into an
HSA and grow tax-free. If the year is healthy, you come out significantly ahead. The PPO
makes more sense for someone with ongoing medical needs requiring frequent specialist
visits.



Q5. What happens if you go to a doctor who is “out-of-network” with an HMO
plan?
Model Answer: With an HMO, out-of-network care generally is NOT covered at all,
except in true emergencies. With a PPO, out-of-network care is covered but at a higher cost-
sharing rate. HMO = must stay in network; PPO = flexibility to go out of network at higher
cost.

M For Parents — What This Lesson Covers

Your student learned the four cost layers in any health insurance plan: premium (what you
pay monthly regardless of use), deductible (what you pay before insurance covers anything),
copay/coinsurance (your share after the deductible), and out-of-pocket maximum (the most
you pay in any given year). The lesson compared plans under 'healthy year' and 'high-use year'
scenarios to demonstrate that the lowest premium plan is not always the cheapest plan.

Key Points to Emphasize

e The four health insurance numbers that determine real cost: monthly premium, annual
deductible, copay/coinsurance percentage, and out-of-pocket maximum. Understanding
all four is required to compare plans accurately.

e An HDHP (High Deductible Health Plan) paired with an HSA is often the best choice for a
young, healthy adult: lower premiums + tax-advantaged savings that build over time for
future medical costs.

e The HSA triple tax advantage: (1) contributions are pre-tax, (2) growth is tax-free, (3)
withdrawals for qualified medical expenses are tax-free. After age 65, funds can be used
for any purpose (taxed as income).

e One uninsured ER visit for a broken bone runs $5,000-$30,000. A year of modest
premiums ($1,800-%$2,400) is dramatically cheaper than one significant uninsured
medical event.

e HMO plans require staying in-network (referrals required for specialists). PPO plans allow
out-of-network care at higher cost. Choosing incorrectly adds unexpected out-of-pocket
costs.

v LESSON FINISHER ANSWER KEY

Multiple Choice: Answer: b) $800 — the student hasn’t met their deductible, so they pay the
full $800 out of pocket.

Short Answer: Strong answers include all three: (1) contributions are pre-tax, (2) growth is
tax-free, (3) qualified withdrawals are tax-free. Bonus for noting the after-65 flexibility.

@ ADDITIONAL INSIGHTS FOR PARENTS

When your student gets their first job offer with benefits, help them do the break-even math
for each offered plan: (1) Calculate total annual premium. (2) Estimate likely medical use. (3)
Calculate: annual premium + expected out-of-pocket costs. The plan with the lowest total is




usually the right choice.

The out-of-pocket maximum is the best single indicator of catastrophic risk protection. A plan
with a low premium but a $10,000 OOP max offers much less protection than one with a
higher premium and a $4,000 OOP max.

Discussion prompt: If your family has health insurance, pull out your plan’s Summary of
Benefits and Coverage. Walk through it with your student: what is your deductible? Your OOP
max? What does a primary care visit cost? Seeing real numbers from a real plan makes this
lesson immediately practical.

Lesson 7.5 Auto & Renters Insurance

Minimum coverage creates maximum personal liability. Understanding your policy numbers
before an accident is the only time they help.

TEACHING NOTES

Liability limits: the three numbers (e.g., 50/100/50) mean: per-person bodily injury limit / per-
accident bodily injury limit / property damage limit. If you cause an accident and the bills
exceed your limits, you are personally responsible for the excess.

Many teens carry minimum state-required liability (as low as 15/30/10 in some states)—far
below what a serious accident can generate.

Renters insurance teaching angle: the liability coverage is often more valuable than the personal
property coverage. If a guest trips in your apartment, or a fire you start damages neighboring
units, renters insurance’s liability protection—often $100,000—is what covers you. At $15—
$30/month, it is the cheapest liability protection available.

Activity: have students look up the minimum liability requirements in your state. Compare to
the average bodily injury claim from a moderate car accident (~$25,000—$70,000). The gap
illustrates why minimum liability is genuinely risky.

KEY VOCABULARY

Liability coverage - Collision coverage - Comprehensive coverage - Deductible - Underinsured
motorist - Renters insurance - Personal property coverage - Liability limit — all defined in the
student workbook.

LEARNING OBJECTIVES

e Decode auto liability limit notation (e.g., 50/100/50)

¢ Distinguish collision, comprehensive, and liability coverage

e Calculate personal financial exposure when coverage limits are exceeded
e Explain what renters insurance covers beyond personal property



DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. You carry minimum state liability insurance (15/30/10). You cause an accident
and the other driver has $60,000 in medical bills. What is your personal financial
exposure?
Model Answer: Your policy covers $15,000 of the other driver’s medical bills. You are
personally liable for the remaining $45,000. The other driver can sue you for this amount,
and a judgment can be garnished from wages or collected from future assets.

Q2. What is the difference between collision and comprehensive coverage?

Model Answer: Collision: covers damage to your car from a collision regardless of fault.
Comprehensive: covers non-collision damage—thetft, fire, hail, flood, hitting a deer. Both
have deductibles. Neither covers the other driver—that’s what liability coverage is for.

Q3. A friend says renters insurance “just covers your stuff.” What are they
missing?
Model Answer: The liability coverage component. If someone is injured in your
apartment or if you accidentally cause damage to neighboring units, renters insurance’s
liability coverage—typically $100,000—protects you from lawsuits and property damage
claims. This coverage often matters more than personal property protection.

Q4. Should you file an auto insurance claim for minor damage like a small dent?
Model Answer: Not always. Small claims can raise your premium at renewal. Compare
the repair cost to your deductible. If repair costs $400 and your deductible is $500, pay out
of pocket. If repair costs $2,000 and your deductible is $500, filing makes sense ($1,500 in
coverage).

Q5. Why might an older car not need comprehensive or collision coverage?

Model Answer: If your car is worth $3,000—$4,000 and your collision deductible is
$500, the maximum insurance payout for a totaled car is $3,500 minus $500 = $3,000. If
annual collision/comprehensive premiums are $800+, the math may favor dropping
coverage and self-insuring.

B For Parents — What This Lesson Covers

Your student learned to decode auto liability limit notation (e.g., 50/100/50 means $50,000
per person/$100,000 per accident/$50,000 property damage), distinguish collision from
comprehensive coverage, and understand renters insurance — particularly that its liability
coverage (typically $100,000) is often more valuable than the personal property coverage. At
$15—$30/month, renters insurance is consistently cited as one of the best value insurance
products available.

Key Points to Emphasize

e Liability coverage protects you when you cause damage to others. Minimum state-
required limits are often far below the cost of a serious accident — personally liable for the
gap.

e Carrying minimum liability insurance (e.g., 15/30/10) while driving is a significant




financial risk. One moderate accident generating $60,000 in claims leaves $45,000 of
personal exposure.

e Collision covers damage to your own car from a collision (regardless of fault).
Comprehensive covers non-collision damage: theft, fire, hail, flooding, animals. Both carry
deductibles.

e For an older car worth $3,000—$4,000, dropping collision and comprehensive coverage
may be financially rational: the maximum payout minus the deductible may be less than
the annual premium.

e Renters insurance liability covers you if a guest is injured in your apartment or if you
accidentally cause damage to neighboring units — often more valuable protection than the
personal property coverage.

v LESSON FINISHER ANSWER KEY

Multiple Choice: Answer: c) $35,000 (the gap between the $60,000 bill and the $25,000 per-
person limit).

Short Answer: Strong answers identify both: (1) liability coverage—if someone is injured in
your apartment, you're protected; (2) additional living expenses—if the apartment becomes
uninhabitable, insurance covers temporary housing.

@ ADDITIONAL INSIGHTS FOR PARENTS

If your student is currently on your auto insurance policy, pull out the declarations page and
walk through it together. Identify: what are your liability limits? What is the collision
deductible? Is there uninsured motorist coverage? This makes the lesson immediately real
rather than hypothetical.

Renters insurance often covers personal property even outside the home—a laptop stolen
from a coffee shop, for example, may be covered. For $15—$30/month, renters insurance is
consistently cited as one of the best value insurance products available.

Discussion prompt: Go to your car insurer’s website and get a quote with different liability
limits (minimum vs. 100/300/100). The premium difference is often $10—$20/month for
dramatically more protection.

Lesson 7.6 Consumer Rights & Protection

The laws that protect you, how to use them, and why a credit card gives you more fraud
protection than a debit card in every scenario.

TEACHING NOTES



This lesson covers practical consumer law—tools your students will use in the next 1—2 years.
Disputing a credit card charge, checking a credit report, placing a fraud alert—these are skills
that will be needed.

Credit card vs. debit card fraud protection: with a credit card, fraudulent charges result in a
provisional credit to your account within 24—48 hours. With a debit card, the money is already
gone—recovery takes weeks and you may not have access to the funds during that period.

Identity theft response: the three most powerful immediate tools are (1) a fraud alert (free, lasts
one year), (2) a credit freeze (free—prevents any new credit until you unfreeze), and (3) the
FTC’s IdentityTheft.gov, which generates a personalized recovery plan.

Scam recognition: four universal red flags—(1) urgency or limited-time pressure, (2) requests for

upfront payment, (3) unusual payment methods (gift cards, wire transfer, cryptocurrency), (4)
unsolicited contact claiming a problem with your account.

KEY VOCABULARY

CFEPB - Fair Credit Reporting Act - Fair Debt Collection Practices Act - Chargeback - Fraud
alert - Credit freeze - Identity theft - Arbitration clause — all defined in the student workbook.

LEARNING OBJECTIVES

e Identify key consumer protections under FCRA and FDCPA

e Describe the step-by-step process for disputing a fraudulent charge

e Execute an identity theft response plan in sequence

e Distinguish credit card fraud protection from debit card fraud protection

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. Why does a credit card provide better fraud protection than a debit card?

Model Answer: With a credit card: the disputed money was never yours to begin with—
the card issuer provides a provisional credit while investigating. With a debit card: the
money has already left your bank account. While Regulation E requires reimbursement for
unauthorized transactions, it can take 5—10 business days. Credit cards also allow
chargebacks for goods not delivered or not as described—debit cards do not.

Q2. Under the Fair Credit Reporting Act, what can you do if you find an error on
your credit report?
Model Answer: You can dispute the error directly with the credit bureau. The bureau
must investigate within 30 days and correct or delete inaccurate information. If the error is
not corrected after a dispute, you can add a 100-word statement to your report and consult
an FCRA attorney.

Q3. What is the difference between a fraud alert and a credit freeze?
Model Answer: Fraud alert: a notice that creditors must take extra steps to verify your
identity before extending credit. Lasts one year. Credit freeze: completely blocks any new
credit from being opened in your name until you unfreeze it. Both are free.



Q4. A debt collector calls and says you owe $800. You don’t recognize the debt.
What are your rights?
Model Answer: Under the FDCPA, you can send a written debt validation letter within 30
days of first contact. The collector must stop collection activity until they provide written
verification of the debt. Debt collectors cannot call before 8am or after gpm, cannot use
abusive language, and cannot threaten legal action they cannot take.

Q5. Your streaming service has been charging you for a premium tier you never
signed up for. How do you dispute it?
Model Answer: Step 1: contact the company directly and request a refund. Step 2: if
unresolved, dispute the charges with your credit card issuer as unauthorized—the issuer can
initiate a chargeback. Step 3: if still unresolved, file a complaint with the CFPB at
consumerfinance.gov. Companies frequently respond quickly to CFPB complaints because of
the regulatory visibility.

B For Parents — What This Lesson Covers

Your student learned the practical tools of consumer protection law: how to dispute a
fraudulent credit card charge, what a fraud alert and credit freeze do, how to file a complaint
with the CFPB, and the specific rights granted by the Fair Credit Reporting Act and the Fair
Debt Collection Practices Act. The lesson also established a critical practical fact: credit card
fraud protection is dramatically superior to debit card fraud protection in every dispute
scenario.

Key Points to Emphasize

e Credit card fraud protection: disputed charges result in a provisional credit while the
issuer investigates. Debit card fraud: the money is already gone and recovery takes 5—-10
business days. Use credit cards for purchases whenever possible.

e A credit freeze (free since 2018) prevents any new credit from being opened in your name
until you unfreeze it. It costs nothing and is the strongest protection against new-account
identity theft.

e A fraud alert (free, lasts 1 year) requires creditors to take extra verification steps before
extending credit. Less protective than a freeze but doesn't block legitimate applications.

e Under the FCRA, disputed credit report errors must be investigated within 30 days. The
bureau must correct or delete inaccurate information. Every American is entitled to one
free report from each bureau annually at AnnualCreditReport.com.

e CFPB complaints are public and companies respond quickly. For unresolved disputes with
a lender, bank, or servicer, consumerfinance.gov is a powerful escalation tool.

v LESSON FINISHER ANSWER KEY
Multiple Choice: Answer: b) Once per year at annualcreditreport.com (from each of the three
major bureaus: Equifax, Experian, TransUnion).

Short Answer: Credit card disputes result in provisional credit while the investigation runs—
you keep access to funds. Debit card: money is gone, recovery takes days to weeks. Credit



cards also offer chargeback rights for goods not received or not as described.

¢ ADDITIONAL INSIGHTS FOR PARENTS

The FCRA gives every American the right to one free credit report from each of the three
major bureaus every 12 months at annualcreditreport.com—the only federally authorized
source. Have your student pull their report (if 18+ with any credit history) and review it
together.

One of the most underused consumer protection tools is the credit freeze, which has been
completely free since 2018. For any family member with no immediate plans to open new
credit, placing a freeze on all three bureaus takes about 15 minutes and provides the strongest
possible protection against new account fraud.

Discussion prompt: Do a scam audit together. Go through your student’s recent text messages
and emails. Use the four red flag criteria—urgency, upfront payment, unusual payment
method, unsolicited contact—to evaluate each one. This makes scam recognition a practiced
skill rather than an abstract lesson.

UNIT 7 REVIEW — Housing & Insurance

Teaching Guidance for the Review Session

The Unit 7 Review is best structured in two halves. First half (20—25 minutes): students
independently complete Part 1 (Summary Table) and Part 2 (Key Terms) without notes, then
check against their workbooks. Second half (20—25 minutes): read through The Group Weighs
In scenario together and discuss.

The Group Weighs In debrief focuses on concrete numbers. Joseph’s $18/month “saving” on
renters insurance: annual “saving” = $216. Loss when pipe burst = $2,200. Net cost of not
having insurance = $1,984 for that one event. The lesson is not that Joseph was foolish—it is
that the expected value calculation was wrong from the start.

Sofia’s health insurance hesitancy is also worth extending. Her next step is specific and
actionable: if she has an employer, she should request the plan documents from HR. If she is on
a parent’s plan, she should understand how long she’s covered. If she has neither, she should
visit healthcare.gov to see what marketplace options exist.



Unit 8 — College, Career & Independence

Weeks 11—12

Lesson 8.1 The True Cost of College

Sticker price vs. net price, the salary-matching loan rule, and why the path to a degree is more
important than the destination.

TEACHING NOTES

The central myth to address: that a prestigious college is worth any price. Research by
economists Dale and Krueger found that for most professions, the school attended matters far
less than what was studied and the student’s own ambition and ability. The exceptions—
investment banking, consulting, certain STEM fields—are real but narrow.

Net price is the most important number in college selection. Every accredited college is required
to have a Net Price Calculator on its website. The difference between sticker price and net price
at private universities can be $20,000—$40,000/year for middle-income families.

The salary-matching rule (total undergraduate debt < first-year salary) is a simple, memorable
guardrail.

Trade and vocational paths: present these as genuinely excellent options, not fallback choices.
Electricians, plumbers, HVAC technicians, and welders routinely earn $60,000—$100,000+.

KEY VOCABULARY

Sticker price - Net price - Net Price Calculator - Return on investment (ROI) - Community
college pathway - Opportunity cost - Trade/vocational school - Credential — all defined in the
student workbook.

LEARNING OBJECTIVES

e Distinguish sticker price from net price and calculate net price from an award letter
e Apply the salary-matching rule to evaluate a college investment decision

e Compare at least three alternative education pathways to traditional 4-year college
e Explain how to use a college’s Net Price Calculator

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. Why is it wrong to rule out a college based solely on its sticker price?
Model Answer: Because net price—what you actually pay after grants and scholarships—
can be dramatically lower. Some private universities with $70,000 sticker prices offer such
generous institutional aid that middle-income students pay less than they would at a state
school. The Net Price Calculator reveals the real number.



Q2. A student wants to study elementary education. Expected starting salary:
$44,000. How much should they borrow?
Model Answer: Using the salary-matching rule: no more than $44,000 in total
undergraduate loans. At that level, standard 10-year repayment would be approximately
$490/month—manageable on a teacher’s salary. Beyond this, monthly payments start
crowding out other financial goals.

Q3. What is the “opportunity cost” of going to college?

Model Answer: The money not earned during the years in school (typically 4 years of full-
time income), plus the interest on any loans taken. For a trade career paying $60,000, the
student who goes to a 4-year college instead gives up approximately $240,000 in earnings
over 4 years, plus loan interest.

Q4. How does the community college “2+2” pathway work, and what are its real
financial advantages?
Model Answer: Complete an associate’s degree at a community college (2 years, typically
$4,000—-$8,000 total), then transfer to a 4-year university. The resulting degree is from the
4-year institution. Cost savings: $40,000—$80,000 versus starting at the 4-year school.

Q5. Is a college degree always a good financial investment?

Model Answer: It depends entirely on the field, the cost, and the student’s intentions. A
nursing degree at a state school ($40,000 total cost, $62,000 starting salary) is an excellent
investment. A fine arts degree from a private school ($200,000 total cost, $38,000 starting
salary) is, by most financial metrics, not.

@ For Parents — What This Lesson Covers

Your student learned that the sticker price on a college website is not what most students pay,
and that net price (after grants and scholarships) is the only number that matters in a college
cost comparison. Every accredited college is legally required to have a Net Price Calculator on
its website. The lesson also introduced the salary-matching rule (total undergraduate debt
should not exceed expected first-year salary) and presented trade/vocational school as a
genuinely strong financial path, not a fallback.

Key Points to Emphasize

e Sticker price vs. net price: some private universities with $70,000 sticker prices offer such
generous institutional aid that middle-income students pay less than at a state school.
Always use the Net Price Calculator.

e The salary-matching rule is a practical guardrail: total undergraduate loans at graduation
should not exceed expected first-year salary. Borrowing $120,000 for a career paying
$38,000 produces repayment math that doesn't work.

e The community college 2+2 pathway saves $40,000—$80,000 versus starting at a 4-year
school. The degree awarded is from the 4-year institution.

e Trade and vocational certifications (electrician, HVAC technician, plumber, welder)
routinely lead to $60,000—$100,000+ starting incomes — often before a 4-year graduate
has entered the workforce.




e Research by economists Dale and Krueger found that for most professions, the school
attended matters far less than what was studied and the student's own ambition and
capability.

v LESSON FINISHER ANSWER KEY

Multiple Choice: Answer: ¢) $22,000 — the net price is what the student actually pays after all
grants and scholarships.

Short Answer: Strong answers apply the rule clearly: $42,000 max loan for a graphic design
career. A 4-year private school at $55,000/year = $220,000 total, which is more than 5 times
the max guideline. This does not work financially.

@ ADDITIONAL INSIGHTS FOR PARENTS

The college cost conversation is one of the most fraught in any household. A few principles: (1)
Lead with the Net Price Calculator, not the sticker price. (2) Apply the salary-matching rule as
a tool, not a verdict. (3) Make trade and community college paths genuinely optional rather
than consolation prizes.

One of the most underused resources in college planning is the Financial Aid office at each
school. These offices can often provide estimated net price before formal application and
sometimes negotiate after an offer is made. Teach your student that the award letter is a
starting point, not a final answer.

Discussion prompt: Go to the Net Price Calculator for two schools—one public, one private—
that your student is interested in. Run the numbers honestly. Compare the actual net price
side by side with the salary-matching rule for your student’s intended field.

Lesson 8.2 Financial Aid & FAFSA

The most common FAFSA mistakes cost tens of thousands of dollars in free money. Filing
early, filing accurately, and understanding the award letter are learnable skills.

TEACHING NOTES

Key FAFSA facts every student should know: (1) The FAFSA opens October 1 of the student’s
senior year. (2) Many institutional grants are first-come, first-served. (3) The FAFSA is required
for ALL federal financial aid, including work-study and subsidized loans.

The award letter literacy exercise is the most important part of this lesson. Many schools bundle
loans alongside grants to make the total package look larger. Separate the letter into: (1) Free
money (grants + scholarships), (2) Earned money (work-study), (3) Borrowed money (loans).




Not filing because of assumed ineligibility is extremely common. Families with incomes up to
$60,000 often qualify for Pell Grants ($7,395/year maximum in 2024). The worst outcome of
filing is receiving no aid. The worst outcome of not filing is never knowing.

KEY VOCABULARY

FAFSA - Student Aid Index (SAI) - Grant - Scholarship - Work-study - Need-based aid - Merit-
based aid - Award letter — all defined in the student workbook.

LEARNING OBJECTIVES

e Describe the FAFSA process and identify the critical filing timeline

e Distinguish grants, scholarships, work-study, and loans in an award letter

e (Calculate true free money from a bundled award letter

e Explain what a school’s financial aid office can and cannot do after an offer is made

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. Why does filing FAFSA in October vs. March matter if the deadline is
technically later?

Model Answer: Because institutional grants (from the school’s own funds) are often
distributed first-come, first-served. A school may have $10 million in institutional grant
money to distribute. Early filers get priority consideration; late filers may find the pool
depleted. Federal aid (Pell Grants, subsidized loans) is not first-come, first-served—but
institutional aid often is.

Q2. A college’s award letter shows a $24,000 package. How do you find out how
much of that is “free?”
Model Answer: List every item and label each: Pell Grant (free), institutional scholarship
(free), work-study (earned—requires working), subsidized loan (borrowed), unsubsidized
loan (borrowed). Add only the grants and scholarships for free money total. The rest must
either be earned or repaid with interest.

Q3. Your family earns $85,000. Should you still file the FAFSA?

Model Answer: Yes. Every family should file FAFSA regardless of income. Many private
schools use FAFSA data for their own merit aid. FAFSA is required for subsidized loans and
work-study regardless of income level. Filing costs nothing and takes 45—60 minutes.

Q4. What is the difference between a subsidized and an unsubsidized federal
student loan?
Model Answer: Subsidized: the government pays the interest while you’re in school at
least half-time and during the grace period—your balance doesn’t grow. Unsubsidized:
interest accrues from the day the loan is disbursed. After 4 years of school, your balance has
grown significantly even if you haven’t made a payment.

Q5. You receive an award letter from School A ($18,000 in grants) and School B
($22,000 in grants). Can you negotiate with School A?



Model Answer: Yes. Contact School A’s financial aid office, tell them you’ve received a
competing offer from a comparable institution, and ask if their award can be reconsidered.
Come with documentation. Schools are not obligated to match—but many will adjust rather
than lose the student.

B For Parents — What This Lesson Covers

Your student learned the FAFSA process, the critical October 1 filing timeline (many
institutional grants are first-come, first-served), and how to read an award letter accurately.
The most important skill in this lesson: separating free money (grants and scholarships) from
borrowed money (loans) and earned money (work-study) in any financial aid package. A
$24,000 package that is mostly loans is very different from a $24,000 package that is mostly
grants.

Key Points to Emphasize

e FAFSA opens October 1 of the student's senior year. File within the first week — not
because federal aid is first-come, first-served (it isn't), but because institutional grants
from the school's own funds often are.

e File FAFSA regardless of estimated family income. Many families with $80,000—
$100,000+ incomes qualify for institutional merit aid that requires FAFSA. The worst
outcome of filing is receiving no aid.

e Award letter literacy: separate every item into three categories — free (grants,
scholarships), earned (work-study), borrowed (loans). Add only the first category to
calculate 'free money.'

e Retirement accounts (IRA, 401k) are NOT counted as assets on the FAFSA. This is one
reason financial advisors recommend prioritizing retirement contributions even for
families expecting college costs.

e Award letters can be negotiated. Contact the financial aid office with a competing offer
from a comparable school and ask for reconsideration. Schools are not obligated to match
but many will.

v LESSON FINISHER ANSWER KEY

Multiple Choice: Answer: c¢) Federal grants and scholarships do not need to be repaid.

Math: Free money from sample letter = $8,000 scholarship + $4,800 Pell Grant = $12,800.
Loans = $3,500 + $2,000 = $5,500 that must be repaid. Gap: $28,000 — $12,800 (free) —
$2,400 (work-study, earned) = $12,800 remaining.

¢ ADDITIONAL INSIGHTS FOR PARENTS

The FAFSA now uses IRS Direct Data Exchange to pull tax information automatically.
However, families still need to create StudentAid.gov accounts (both parent and student). The
process takes 45—60 minutes. The October 1 opening date is the target—aim to file within the
first week.




Retirement accounts (IRA, 401k) are NOT counted as assets on the FAFSA, which is one
reason financial advisors recommend prioritizing retirement savings even for families who
expect to have college expenses.

Discussion prompt: If your student is within a few years of college, complete a practice FAFSA
walkthrough together at studentaid.gov using the FAFSA Estimator tool to preview your
Student Aid Index.

Lesson 8.3 Student Loans — Borrow Smart

Interest capitalization, the salary-matching rule in practice, and why federal loans are the
most manageable debt available — but still debt.

TEACHING NOTES

This lesson has one central goal: students should be able to calculate whether a given borrowing
scenario is within safe parameters BEFORE taking the money.

Interest capitalization: when unsubsidized loan interest is not paid during school, it is added to
the principal at the end of the grace period. On $27,000 in unsubsidized loans at 6.5% over 4
years, the capitalized interest adds approximately $7,000 to the principal before a single
repayment is made.

Repayment plan literacy: most new graduates should default to Standard 10-year repayment
(least total interest). Income-Driven Repayment is appropriate as a safety net for borrowers
facing income disruption, but extending repayment dramatically increases total interest paid.

Private loans: last resort. Unlike federal loans, private loans have no income-driven repayment,
no forgiveness programs, no deferment protections, and often variable interest rates.
KEY VOCABULARY

Principal - Interest capitalization - Loan servicer - Repayment plan - Income-Driven
Repayment - Deferment - Forbearance - Default — all defined in the student workbook.

LEARNING OBJECTIVES

e Apply the salary-matching rule to evaluate a borrowing decision

e Calculate interest capitalization on an unsubsidized loan

e Compare Standard, Graduated, and IDR repayment plans by total cost

e Explain why federal loans must be exhausted before considering private loans

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. Joseph is on track to graduate with $140,000 in loans for a $38,000 starting
salary. What does the salary-matching rule say?



Model Answer: Joseph’s debt is 3.7x his expected salary. Standard 10-year monthly
payment on $140,000 at 6.5%: approximately $1,590/month. On a $38,000 salary (take-
home ~$2,500-$2,700/month), this consumes 59—64% of take-home pay before rent, food,
or transportation. This borrowing decision does not work financially.

Q2. What is interest capitalization and why does it matter?

Model Answer: Interest capitalization occurs when unpaid accrued interest is added to
the principal loan balance, and interest then accrues on the new higher balance. On a $5,500
unsubsidized loan at 6.5% over 4 years: $5,500 x 6.5% x 4 = $1,430 in unpaid interest. At
repayment start, your new balance is $6,930—and interest now accrues on $6,930, not
$5,500.

Q3. Under Income-Driven Repayment, your payment is lower. Why might this still
be the wrong choice for most borrowers?
Model Answer: IDR reduces monthly payments by extending the repayment term
(typically 20—25 years instead of 10). While this lowers the monthly bill, total interest paid is
dramatically higher—often double or more. IDR is appropriate as a safety net when income
is genuinely insufficient to make Standard payments, but using it by default costs far more
over the life of the loan.

Q4. What happens if you default on a federal student loan?
Model Answer: Default (typically after 270 days of non-payment): your credit score
collapses, the full remaining balance becomes immediately due, your wages can be
garnished, your tax refund can be seized, and you lose eligibility for further federal financial
aid. Federal loans have significant flexibility tools before default—default should be entirely
avoidable for anyone who proactively contacts their servicer.

Q5. What is the key practical difference between a subsidized and unsubsidized
federal student loan?
Model Answer: On subsidized loans, the government pays the interest during school, the
grace period, and certain deferment periods—your balance doesn’t grow. On unsubsidized
loans, interest accrues from day one—your balance grows while you're in school even if you
make no payments. Always borrow subsidized first.

M For Parents — What This Lesson Covers

Your student studied student loan mechanics at a practical level: how interest capitalizes on
unsubsidized loans during school, the true cost of different repayment plan choices, and why
federal loans must be exhausted before ever considering private loans. The single most
important habit from this lesson: calculate the projected monthly payment on any loan
amount before accepting it, and compare it to a realistic take-home pay estimate.

Key Points to Emphasize

e Interest capitalization adds significantly to the balance before repayment even begins. On
$27,000 in unsubsidized loans at 6.5% over 4 years, approximately $7,000 capitalizes at
graduation.




e Standard 10-year repayment minimizes total interest paid. Income-driven repayment
reduces monthly payments by extending the term — often doubling or tripling total
interest paid over the life of the loan.

e Federal loan priority order: subsidized first (government pays interest while in school),
then unsubsidized (interest accrues from day one), then private as an absolute last resort.

e Private loans have no income-driven repayment, no forgiveness programs, no deferment
protections, and often variable interest rates. They should be considered only after all
federal options are exhausted.

e Default (after 270 days of non-payment) triggers wage garnishment, tax refund seizure,
credit score collapse, and loss of federal aid eligibility. All of these are avoidable by
contacting the loan servicer proactively.

v LESSON FINISHER ANSWER KEY

Multiple Choice: Answer: b) Unsubsidized loan balance grows — $5,500 + 4 years of accrued
interest (capitalized). The government does not pay interest on unsubsidized loans.

Short Answer: Strong answers explain the priority order: (1) grants and scholarships, (2)
work-study, (3) subsidized federal loans, (4) unsubsidized federal loans, (5) private loans as
absolute last resort.

Math: $5,500 x 6.5% = $357.50/year x 4 years = $1,430 capitalized interest. New balance:
$5,500 + $1,430 = $6,930.

¢ ADDITIONAL INSIGHTS FOR PARENTS

The best time to discuss student loan parameters is before college applications are submitted
—not after acceptance letters arrive. Once a student has their heart set on a school, the
conversation about debt limits becomes much harder. Establish the salary-matching rule as a
family guideline before the search begins.

Federal undergraduate subsidized loan limits are $3,500 (year 1), $4,500 (year 2), and $5,500
(years 3+), totaling $23,000 maximum subsidized. If the school’s cost minus aid minus work-
study exceeds what’s safely borrowable, the school may simply be unaffordable—and that is a
legitimate, financially honest conclusion.

Discussion prompt: Look up the median starting salary for your student’s intended career at
bls.gov/ooh. Apply the salary-matching rule. Calculate monthly repayment on that amount.
Ask: “What percentage of your take-home pay would loan payments consume? Is that a
number you're comfortable with for 10 years?”

Lesson 8.4 Reading Your First Job Offer

Base salary is the starting point. Benefits, vesting schedules, non-competes, and total
compensation are what the offer actually says.




TEACHING NOTES

The teaching goal: students should never accept or decline a job offer based on base salary
alone. Total compensation—salary plus health benefits, retirement match, PTO, professional
development, signing bonus—is the real comparison number.

Benefits valuation: employer-paid health insurance is worth $6,000—$12,000/year. A 401(k)
match at 3—6% of salary is effectively a guaranteed 100% return on that portion of income.

Clauses students often skip: (1) Vesting schedule—a 3-year cliff vest means you lose the entire
401(k) match if you leave before 3 years. (2) Non-compete clause. (3) Bonus structure
—“discretionary” vs. “performance-based” are very different. (4) Probationary period—health
insurance often doesn’t start until day 30 or 9o.

KEY VOCABULARY

Base salary - Total compensation - Benefits - 401(k) match - Vesting schedule - PTO - Health
insurance premium - At-will employment — all defined in the student workbook.

LEARNING OBJECTIVES

e (Calculate total compensation for a job offer including benefits

o Identify at least five key clauses to review before signing an offer letter

e Explain the difference between cliff and graded vesting

e Articulate why a lower salary with full benefits can be more valuable than a higher salary
without

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. Two jobs: $52,000 with full benefits vs. $58,000 with no benefits. Which is
more valuable and why?

Model Answer: The $52,000 job with benefits is typically more valuable. Health
insurance alone costs $400—$700/month ($4,800—-$8,400/year) when purchased
independently. Add the 401(k) match, PTO value, and dental/vision, and the $52,000 job’s
total compensation often exceeds $65,000—significantly more than the apparent $58,000.

Q2. What is a vesting schedule and why does it matter if you might leave in 2
years?
Model Answer: A vesting schedule determines when you own the employer’s matching
contributions to your 401(k). Cliff vesting: you own 0% until a specific date (e.g., 3 years),
then 100%. Graded vesting: you earn a percentage each year. If a job has 3-year cliff vesting
and you leave after 2 years, you forfeit the entire employer match—potentially thousands of
dollars.

Q3. What does “at-will employment” mean?

Model Answer: Either party can end the employment relationship at any time, for any
reason (with some legal exceptions for discrimination), with or without notice. At-will is the



default in most US states. It does not mean you can be fired for illegal reasons, and it does
not affect any written severance agreements.

Q4. A signing bonus of $5,000 comes with a 12-month “claw-back” clause. What
does this mean?
Model Answer: If you voluntarily leave the job within 12 months of starting, you must
repay all or part of the signing bonus. If you receive a signing bonus and leave after 9 months
for a better opportunity, you may owe $5,000 back to the employer.

Q5. Your offer letter’s health insurance has a 90-day waiting period. What should
you do in those 90 days?
Model Answer: Options: (1) Remain on a parent’s health insurance plan until age 26. (2)
Purchase a short-term health insurance plan. (3) Apply for COBRA continuation from any
previous employer coverage. (4) Purchase a marketplace plan through healthcare.gov. Do
not go uninsured for 9o days.

M For Parents — What This Lesson Covers

Your student learned that base salary is the starting point of a job offer — not the complete
picture. Total compensation includes health insurance (worth $6,000—$12,000/year when
purchased independently), a 401(k) match (a guaranteed 100% return on contributed dollars
up to the match limit), paid time off, and other benefits. The lesson also covered vesting
schedules, non-compete clauses, and the financial consequences of not reading offer letter
terms.

Key Points to Emphasize

e Health insurance alone is worth $6,000—$12,000/year in total compensation. A job
paying $52,000 with full benefits often has higher real compensation than a $58,000 job
without benefits.

e Never leave the 401(k) match on the table. If an employer matches 3% of salary and the
employee contributes 0%, they are foregoing a 3% raise every year.

e Vesting schedules determine when the employee owns the employer's retirement
contributions. Cliff vesting means 0% ownership until a specified date (often 3 years),
then 100% — leaving before that date forfeits the entire match.

e A signing bonus with a claw-back clause requires repayment if you leave before a specified
period. Read the terms before accepting any signing bonus.

e The 90-day benefits waiting period means no health insurance coverage for the first 3
months. Options: remain on a parent's plan (coverage to age 26), COBRA, or a short-term
marketplace plan.

v LESSON FINISHER ANSWER KEY

Multiple Choice: Answer: ¢) $57,440 — salary ($48,000) + 401(k) match ($1,440 = 3% of
$48,000) + health insurance ($8,000) = $57,440 approximate total compensation.

Short Answer: A clawback means the signing bonus must be repaid if the employee leaves



before a specified date (usually 1 year). Before accepting, the employee should be confident
they plan to stay that long, or ask for the clawback period to be shortened.

¢ ADDITIONAL INSIGHTS FOR PARENTS

A legitimate employer will always give a candidate at least 24—48 hours to review an offer—
and most will allow a week. If an employer pressures a candidate to decide immediately
(“exploding offer”), that is itself useful information about company culture.

The most common financial mistake with first job offers: not contributing to the 401(k)
enough to capture the full employer match. If an employer matches 100% of contributions up
to 4% of salary and a new employee contributes 0%, they are leaving the equivalent of a 4%
raise uncollected.

Discussion prompt: Find a real job posting for a career your student is interested in. Read it
together and identify: What benefits are mentioned? Then discuss: “What would you add to
your total compensation calculation that isn’t mentioned here? What would you ask about in
an interview?”

Lesson 8.5 Negotiating Your Salary

Research is the only negotiation tool that always works. Scripts, timing, and why starting
salary compounds into every future raise.

TEACHING NOTES

Many young people don’t negotiate because they fear rejection or appearing ungrateful. The data
is clear: the vast majority of employers expect negotiation and are not offended by it. A 2023
Fidelity survey found that 85% of people who negotiated received at least some of what they
asked for.

The mathematics of not negotiating: accepting $48,000 instead of $53,000 costs approximately
$5,000 in year 1. With a 3% annual raise, the compounding difference in base salary over 10
years is approximately $56,000 in cumulative income.

Research is the most important preparation: Bureau of Labor Statistics (bls.gov), Glassdoor,
LinkedIn Salary, and Levels.fyi (tech) provide real market data. Students should arrive at any
negotiation knowing the median and range for the role in their specific market.

When the salary is firm: signing bonus, additional PTO, earlier performance review date,
professional development budget, and remote work flexibility are all frequently negotiable even
when base salary is not.

KEY VOCABULARY



Market rate - Salary range - Counter-offer - BATNA - Anchor - Total compensation - Leverage -
Exploding offer — all defined in the student workbook.

LEARNING OBJECTIVES

e Research market rate for a specific role and location using at least two sources
e Use a data-supported counter-offer script

e Calculate the 10-year compounding cost of not negotiating

¢ Identify three elements that remain negotiable when base salary is firm

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. Why do financial advisors say negotiating starting salary is one of the highest-
ROI activities available to a new graduate?
Model Answer: Because raises, bonuses, and future offers are almost always calculated as
a percentage of current salary. A $5,000 difference at hire, compounded with 3% annual
raises over 10 years, produces approximately $56,000 in cumulative additional income. The
10-minute negotiation conversation has an extraordinary ROI.

Q2. An employer offers $52,000. You know the market rate is $56,000-$62,000.
How do you respond?
Model Answer: Do not accept or decline immediately. Say: “Thank you—I'm very excited
about this role. I've done research on market rates for this position in this city, and I was
expecting something in the $58,000—$62,000 range. Is there flexibility?” This anchors the
conversation at the upper end of the range.

Q3. The employer says the offer is firm. What do you do next?

Model Answer: Ask about everything else. “I understand—I appreciate that. Is there any
flexibility in a signing bonus, additional PTO days, a professional development budget, or an
earlier performance review date?” Many of these are within a hiring manager’s discretion
even when HR has constrained the salary band.

Q4. What is BATNA in a negotiation context?

Model Answer: Best Alternative to a Negotiated Agreement—the best outcome you can
achieve if the negotiation fails. Having a strong BATNA (another job offer, another interview
in progress) dramatically increases your negotiating power because you have a credible
alternative if the current employer won’t move.

Q5. An employer gives you an “exploding offer” that expires in 4 hours. What
should you think about this?
Model Answer: This is a high-pressure tactic that limits your ability to make an informed
decision. A reasonable response: “I appreciate the offer. My ability to make this decision
thoughtfully will make me a better employee from day one. Can I have 48 hours?” Most
legitimate employers will agree.



@ For Parents — What This Lesson Covers

Your student learned that negotiating a starting salary is one of the highest-ROI activities
available to a new graduate. A $5,000 negotiation that takes 10 minutes, compounded with
3% annual raises over 10 years, produces approximately $56,000 in cumulative additional
income. The lesson covered market research tools (BLS.gov, Glassdoor, LinkedIn Salary),
specific counter-offer scripts, and alternatives to negotiate when base salary is firm.

Key Points to Emphasize

e 85% of people who negotiate receive at least part of what they asked for, according to
Fidelity research. Employers expect negotiation and are rarely offended by a professional,
data-supported counter-offer.

e Starting salary serves as the baseline for every future raise and bonus. A difference at hire
compounds forward into every subsequent role — the math of not negotiating is rarely
appreciated by new graduates.

o Effective negotiation requires market data: look up salary ranges at BLS.gov, Glassdoor,
and LinkedIn Salary before the conversation. Counter at the upper-middle of the
documented range, not at the top.

¢ When base salary is firm, negotiate everything else: signing bonus, PTO days, professional
development budget, remote work flexibility, and earlier performance review date.

e BATNA (Best Alternative to a Negotiated Agreement): having another offer or active
interview process dramatically increases negotiating power. Apply broadly to maintain
alternatives.

v LESSON FINISHER ANSWER KEY

Multiple Choice: Answer: b) Counter with $58,000—-$60,000 based on market research —
upper-middle of the documented range.

Short Answer: Strong answers explain the compounding mechanism: starting salary serves as
the baseline for percentage raises. A 3% raise on $50,000 = $1,500. A 3% raise on $53,000 =
$1,590. The difference compounds each year and extends into future positions when
employers use current salary as an anchor point.

¢ ADDITIONAL INSIGHTS FOR PARENTS

Many parents tell their children not to negotiate their first job offer because they fear it will
seem ungrateful or risk the offer being withdrawn. This is almost never true for professional
roles. A candidate who professionally articulates their market value is generally viewed more
positively, not less.

The gender dimension of negotiation is worth discussing directly with daughters. Research
consistently shows women are less likely to negotiate and more likely to face social backlash
for negotiating assertively. Preparing young women with scripts, data, and the explicit
knowledge that negotiating is professionally appropriate is one of the most financially
impactful conversations you can have.




Discussion prompt: Role-play the negotiation conversation. Have your student practice the
counter-offer script with you playing the employer. Try different responses: “We can do that,”
“The salary is firm,” “I'll need to check with HR.” Practice the response to each. The goal is for
the conversation to feel rehearsed rather than improvised when it actually happens.

Lesson 8.6 Financial Independence Capstone

The final lesson: a personal financial roadmap that the student actually builds, owns, and
carries forward.

TEACHING NOTES

This lesson is different from all others in the curriculum. There is no new content to teach. The
instructor’s role is to facilitate, ask questions, and push toward specificity. The capstone is
complete only when the student has a written, personalized financial plan with actual numbers,
actual timelines, and actual first steps.

Common failure modes to guard against: (1) Vague goals (“I want to save money”) vs. SMART
goals. Push until every goal has a specific dollar amount, a specific date, and a specific
mechanism. (2) Aspirational but unactionable—push toward the first concrete step this week.
(3) Skipping uncomfortable sections—the net worth statement and debt listing should be
completed honestly.

The Letter to Future Me is the most emotionally resonant part of the capstone for many
students. Give students adequate time and quiet to write it. The Adulting Checklist provides a
clear, actionable roadmap distilled to 13 specific actions.

KEY VOCABULARY

LEARNING OBJECTIVES

e Complete a written personal financial plan with SMART goals for 1, 3, 5, and 10 years
e (Calculate personal net worth (assets minus debts)

e Articulate personal financial principles in their own words

e Identify at least 3 items on the Adulting Checklist to complete in the next 12 months

DISCUSSION QUESTIONS & MODEL ANSWERS

Q1. What makes a financial goal “SMART” and why does the format matter?
Model Answer: Specific, Measurable, Achievable, Relevant, Time-bound. Format matters
because vague goals rarely get executed. “Save money” produces nothing. “Save $800 for a
car emergency fund by September 1 by automating $100/month into a high-yield savings



account” creates a specific mechanism, a specific amount, and a specific deadline—all three
dramatically increase the probability of follow-through.

Q2. What is net worth and why does a young person’s net worth matter if it’s
negative?
Model Answer: Net worth = total assets minus total debts. A negative net worth is
common for young adults with student loans—it is not a sign of failure. What matters is the
trajectory: net worth growing over time means you’re building wealth. Tracking net worth
quarterly makes progress visible.

Q3. Of all the financial habits discussed in this curriculum, which one has the
highest long-term value?
Model Answer: Automating savings and investments. Everything else in personal finance
depends on having the discipline to execute repeatedly. Automation removes discipline from
the equation. A student who sets up $100/month to a Roth IRA at age 17 and never adjusts it
is more likely to build wealth than one who manually invests when they remember to.

Q4. What is the single most important thing someone can do with their first
paycheck?
Model Answer: Automate a portion to savings before spending anything. The principle of
“pay yourself first” means that what is never seen in a spending account is never missed.
Even $25/month at 16 invested consistently matters more than larger amounts invested
inconsistently at 30.

Q5. A student asks: “I don’t make much money now. Why does any of this apply to
me?”
Model Answer: Income level determines the magnitude but not the principles. Every
financial habit covered in this course applies at any income: spending less than you earn,
building an emergency fund, avoiding high-interest debt, starting retirement savings early,
insuring against catastrophic risk. The habits formed at low income are exactly the habits
that produce financial security at high income.

@ ADDITIONAL INSIGHTS FOR PARENTS

The research on financial education is sobering: knowledge fades quickly if not applied. The
students who actually change their financial behavior are those who take at least one concrete
action within 2 weeks of completing the course. Help your student identify their “first action”
and take it together while the material is fresh.

The Letter to Future Me exercise is most valuable if treated as a real commitment rather than
a class assignment. Consider having your student seal it and agree to open it in exactly 5 years.
Put a reminder in your calendar. The act of making it a genuine future-dated letter changes its
psychological weight considerably.

The most impactful thing you can do as a parent is to be financially transparent with your
student going forward. Sharing your own experience—money mistakes you've made, things
you wish you’d known earlier, decisions you're proud of—normalizes financial conversation in



a way that no curriculum can replicate.

UNIT 8 REVIEW — College, Career & Independence

Teaching Guidance for the Review Session

The Unit 8 and overall curriculum review is best structured as a whole-session discussion
anchored by The Group Weighs In scenario, which shows all four characters at age 22 with the
real financial consequences of their decisions across all 8 units.

The ranking exercise (strongest to most challenging financial position) does not have a single
correct answer. Lucy’s position is clearly the most financially stable. But Sofia’s zero-debt
position is genuinely stronger than it looks on paper, and Alex’s entrepreneurial trajectory may
produce the highest net worth of the four over 10 years. The discussion should be nuanced.

Key debrief question: which single decision made before age 18 had the biggest impact on each
character’s outcome? Answers: Lucy—credit-building at 16; Joseph—applying for multiple credit
cards without understanding consequences; Alex—choosing trade school; Sofia—avoiding all
credit products.

Closing the curriculum: resist the urge to summarize everything in the final session. Instead, ask
each student to identify the one concept that most changed how they think about money. Write
them down. These are the anchoring insights that will persist.

A Note on What Comes Next

Completing this curriculum is a genuine accomplishment. Your student now has more practical
financial knowledge than most adults—not because the curriculum was comprehensive in the
academic sense, but because it was specific, applied, and honest about how money actually
works in real life.

Financial literacy is not a state you reach; it is a practice you maintain. The habits formed in the
next 2—3 years—the first savings account, the first tax return, the first credit card, the first
negotiated salary—will echo through the following decades.

Your job as the parent is no longer to teach the content; it is to keep the conversation open. Ask
about their savings goal. Notice when they make a smart financial decision and name it. Share
your own financial wins and mistakes.

The best time to start was yesterday. The second best time is right now.
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Appendix A — 18 Family Activities

Ages 13—18 - Redesigned for 2—3 people - Educator Tips & Real Money Connections

All 18 activities work across the full teen age range. Each card includes an Educator Tip for
scaling difficulty (13—14 vs. 16—18) and, where applicable, a Real Money Connection highlighting
an immediate real-world action.

Activity 1: The Barter Challenge

Unit Unit 1 Type Competitive
Age range Ages 13—18 Time 20 min
Players 2 teens + adult ref Covers Needs vs. wants, why

money exists

Each player gets 5 random “items” written on index cards and must trade with the other
person to get the combination they need most — with no money allowed. Pure barter.

STEP-BY-STEP INSTRUCTIONS

e Write 10—15 everyday items on index cards (sandwich, water, phone charger, pencil, socks,
snack, book, earbuds, notebook, ete.)

e Shuffle and deal 5 cards to each player face-down

e Each player secretly writes down their top 3 “most wanted” items

e Open trading — 5 minutes to trade cards with each other

e Score: 3 points for each “most wanted” item obtained, 1 point for anything else useful

e Debrief: what made trading hard? What would have made it easier?

WHAT YOU NEED
e Index cards

e Pen

e Timer

Educator Tip — Scaling by Age: Scale the complexity by age. Younger teens can keep items
simple and concrete. Older teens can add a negotiation rule — you must verbally convince the
other person why they should trade with you.



DEBRIEF QUESTIONS

Q1. Why was it so hard to find someone who had what you wanted AND wanted what you had?
What does this reveal about why money was invented?

Q2. Did you make any trades that felt unfair? Why did you agree to them anyway? What does
this teach about value and negotiation?

Activity 2: Pay Stub Shock

Unit Unit 1 Type Hands-on
Age range Ages 14—18 Time 25 min
Players 2-3 together Covers Your first paycheck

Using a real or sample pay stub, everyone calculates what take-home pay looks like at
different wages — viscerally experiencing the gap between gross and net pay before getting a
first job.

STEP-BY-STEP INSTRUCTIONS

e Draw or print a blank pay stub template with lines for: gross pay, federal tax, Social Security,
Medicare, state tax, net pay

e Start with $10/hr x 20 hrs = $200 gross — a realistic first job wage for a teen

e Each person independently calculates deductions and net pay using: federal ~10%, SS 6.2%,
Medicare 1.45%

e Compare answers and discuss any differences

e Run it again for $15/hr x 40 hrs (full-time adult) to show how taxes scale

e Bonus: look up your state income tax rate and add that line too

WHAT YOU NEED

e Paper or printed pay stub template
e Calculator
e Pen

Real Money Connection: If a teen in the group has a real job or is close to getting one, use
their actual wage. This makes the lesson immediately personal — they will remember the first
time they calculated their real take-home pay.

Educator Tip — Scaling by Age: The “aha moment” is when teens see that $200 becomes
~$168 after deductions. Let the silence sit. That reaction IS the lesson. For older teens (17-18),
also calculate the annual difference between gross and net — seeing $4,000+ “missing” over a
year makes it land harder.



DEBRIEF QUESTIONS

Q1. If you “make” $10/hr and work 20 hours, you expect $200. What do you actually take
home? How does that change how you would plan your spending?

Q2. Why do you think so many adults say they were surprised by their first paycheck even
though taxes are public knowledge?

Activity 3: Budget Battle

Unit Unit 2 Type Competitive

Age range Ages 14—18 Time 45 min

Players 2 teens + adult judge Covers 50/30/20 rule, needs
vs. wants

Both teens receive the SAME scenario — a young adult working 30 hrs/week at $13/hr in your
actual city. Each independently builds a monthly budget. The adult judges which is most
realistic and financially sound.

STEP-BY-STEP INSTRUCTIONS

e Give both teens identical scenario cards: job, wage, city, and a list of 20 possible monthly
expenses

e Each person independently allocates $1,560/month (net) across chosen expense categories

e Budget must balance: income = expenses + savings

e Present budgets to the adult judge and explain choices

e Judge evaluates: which budget is more realistic? Which leaves the person in a stronger
financial position in 6 months?

e Discuss the differences and trade-offs each person made

WHAT YOU NEED

e Scenario cards (adult prepares in advance)
e Paper

e Calculator

e Pen

Real Money Connection: Look up the actual average rent for a 1-bedroom apartment in your
city. Use that real number in the scenario. The gap between what teens think things cost and
what they actually cost is one of the most powerful moments in the whole curriculum.



Educator Tip — Scaling by Age: For younger teens (13—14), simplify the expense list and
pre-fill some categories. For older teens (16—18), add complexity: a car payment, student loan
debt starting, or an unexpected $400 expense mid-month.

DEBRIEF QUESTIONS

Q1. Did your budget cover everything a person actually needs to live? What surprised you about
the real cost of independence?

Q2. Where did you and the other player differ most? Which approach do you think would work
better in real life and why?

Q3. What would you cut first if income dropped by 20%?

Activity 4: Subscription Audit

Unit Unit 2 Type Hands-on
Age range Ages 13—18 Time 30 min
Players 2—3 together Covers Tracking spending,

subscription creep

Everyone lists every subscription or recurring charge they can think of from memory — then
checks bank/credit card statements to see what they actually missed. The gap is the lesson.

STEP-BY-STEP INSTRUCTIONS

e Without looking at any statements, each person writes down every subscription or recurring
payment they pay monthly

e Check actual bank and credit card statements for the last 2 months

e List every subscription found — include annual ones divided by 12

e (Calculate the monthly total, then multiply by 12 for the annual total

e Categorize each as: Essential / Nice to Have / Forgotten / Should Cancel

e Decide together: which ones are being cancelled right now?

WHAT YOU NEED
¢ Bank and credit card statements (last 2 months)
e Paper

e Calculator

Real Money Connection: This is one of the only activities with an immediate, tangible
financial result. Cancel at least one subscription during or immediately after the activity. The act
of cancelling — not just identifying — builds the habit.



Educator Tip — Scaling by Age: For younger teens, focus on streaming services and gaming
subscriptions they recognize. For older teens, include phone plans, cloud storage, fitness apps,
and news subscriptions. The adult should do this exercise alongside the teen using their own
accounts.

DEBRIEF QUESTIONS

Q1. How many subscriptions did you forget about before checking your statement? What does
that tell you about how subscriptions are designed?

Q2. Ifyou cancelled just the “Forgotten” category, how much would you save annually?

Q3. What is the total annual cost of all your subscriptions? Does that number surprise you?

Activity 5: Grocery Store Math Race

Unit Unit 2 Type Competitive
Age range Ages 13—18 Time 45 min
Players 2 teens + adult timer Covers Variable expenses, unit

pricing, budgeting

Both teens are given a $75 grocery budget and a list of 15 items to buy for a fictional week of
meals. They race to find the best combination of quality and value — either in a real store or
online.

STEP-BY-STEP INSTRUCTIONS

e Give each teen an identical $75 budget and shopping list for one week of meals for one
person

e Each person independently shops (either at a real store or using a grocery store website)

e Goal: buy everything on the list AND stay under budget AND maximize quality

e Record every item, quantity, and price

e Compare results: who got more for less? Who made the best trade-offs?

e Discuss: unit pricing, store brands vs. name brands, bulk buying decisions

WHAT YOU NEED

e $75 budget (real or simulated)
e Shopping list (adult prepares)
e Phone or store access

e Paper to record purchases



Real Money Connection: For teens who will be living independently soon, this is a real
preview of a real monthly cost. After the activity, calculate what groceries for one person would
cost per month and add it to the budget simulation from Activity 3.

Educator Tip — Scaling by Age: Younger teens can focus on the basic exercise of staying
under budget. Older teens can be challenged to plan actual meals from their purchases, calculate
cost per meal, and discuss the economics of cooking at home vs. eating out.

DEBRIEF QUESTIONS

Q1. What strategies did you use to stay under budget without sacrificing everything on the list?

Q2. Did you use unit pricing? How did comparing price per ounce change any of your
decisions?

Q3. How much does it actually cost to feed one person for a week? Did that surprise you?

Activity 6: Savings Goal Race

Unit Unit 3 Type Competitive

Age range Ages 13—18 Time 20 min

Players 2 teens + adult Covers Saving, goals, delayed
gratification

Both teens pick a real savings goal and race to see who can build the most detailed, realistic,
and motivating savings plan. The adult judges which plan they would actually stick to.

STEP-BY-STEP INSTRUCTIONS

e Each teen picks a real savings goal they actually want (must be $100—-$2,000 range)
e Set a realistic deadline for achieving the goal

e Calculate exactly how much must be saved per week/paycheck to hit the goal

e Identify the specific income source that will fund the savings

e Name the savings account where the money will go (research a real HYSA if possible)
e Bonus points: set up the actual automatic transfer during the activity

WHAT YOU NEED

e Paper
e Calculator
e Phone (to research savings accounts if doing the bonus step)



Real Money Connection: The bonus step — actually setting up the automatic transfer —
transforms this from an exercise into a real financial action. If a teen has a bank account and
income, take 10 minutes to set this up together during or after the activity.

Educator Tip — Scaling by Age: For younger teens, keep the goal small and near-term (1—3
months). For older teens, include a medium-term goal (6—18 months) and discuss how to
balance multiple savings goals simultaneously.

DEBRIEF QUESTIONS

Q1. Whose plan felt more realistic and why? What makes a savings plan actually stick vs.
staying theoretical?

Q2. What is the hardest part of saving for a goal—starting, staying consistent, or resisting the
urge to spend the money on something else?

Q3. Ifyou set up the automatic transfer today, what changes?

Activity 7: Emergency Fund Math Challenge

Unit Unit 3 Type Hands-on
Age range Ages 13-18 Time 25 min
Players 2—3 together Covers Emergency funds,

essential expenses

Each person calculates their real 3-month emergency fund target based on their actual (or
projected) monthly essential expenses — then builds a realistic plan to save it.

STEP-BY-STEP INSTRUCTIONS

e List every essential monthly expense for a realistic independent adult scenario (rent, food,
utilities, insurance, transportation, phone)

e Calculate the monthly total of essential expenses only

e  Multiply by 3 for the 3-month emergency fund target

e At your current or projected savings rate, how long would it take to reach this target?

e What is the minimum monthly savings contribution that would get you there in 18 months?

e Discuss: where would this money be kept? (Should be a high-yield savings account, separate
from checking)

WHAT YOU NEED

e Paper
e Calculator



Educator Tip — Scaling by Age: For younger teens, use a simplified scenario: $800/month
in essentials, $2,400 target. For older teens, use real local data—actual apartment rents, real
grocery costs, actual car insurance quotes—and calculate a genuinely accurate number for your
area.

DEBRIEF QUESTIONS

Q1. What would happen to you financially if you lost your income today and had no emergency
fund? Walk through the scenario in detail.

Q2. How does having a fully funded emergency fund change the decisions you're able to make?
What options does it give you?

Q3. What is the single most important financial step someone can take before investing?
(Correct answer: build the emergency fund first.)

Activity 8: Credit Card Debt Calculator Duel

Unit Unit 4 Type Competitive

Age range Ages 14—18 Time 30 min

Players 2 teens + adult Covers Interest, minimum
payments, payoff
strategies

Both teens use an online credit card payoff calculator to answer the same three scenarios.
Whoever gets closest to the correct answers fastest wins. The numbers are the lesson.

STEP-BY-STEP INSTRUCTIONS

e Set up three scenarios on paper (adult prepares these in advance):

e Scenario A: $1,000 balance, 22% APR, minimum payment only. How long to pay off? Total
cost?

e Scenario B: Same $1,000, same APR, $50/month payment. How long? Total cost?

e Scenario C: Same $1,000, same APR, $100/month payment. How long? Total cost?

e Each teen uses a free online credit card payoff calculator (search: “credit card payoff
calculator”) to find all answers

e First to complete all three scenarios correctly wins

e Together: calculate the difference in total cost between Scenario A and C

WHAT YOU NEED

e Phone or laptop (for online calculator)
e Paper to record answers
e Timer



Real Money Connection: If any teen or adult in the group has a credit card balance, use the
real numbers (anonymized if preferred). Seeing your actual payoff timeline is far more impactful
than a hypothetical scenario.

Educator Tip — Scaling by Age: Younger teens can work through just Scenario A and B.
Older teens should complete all three and also calculate what happens if they put a $500 tax
refund as a lump sum payment — how much does that change the payoff timeline?

DEBRIEF QUESTIONS

Q1. Scenario A takes 8+ years and costs $2,300+. Scenario C takes under a year and costs
~$1,090. What does that $1,200+ difference represent in terms of hours worked at minimum
wage?

Q2. Credit card companies set minimum payments to maximize the interest they collect. Now
that you’ve seen the math, what is your personal rule for how you’ll use a credit card?

Q3. If you currently have any credit card balance, what would happen if you increased your
monthly payment by just $25?

Activity 9: Build Your Credit Score Plan

Unit Unit 4 Type Hands-on

Age range Ages 15—18 Time 30 min

Players 2—3 together Covers Credit scores, building
credit

Each person builds a personalized 12-month credit-building plan — with specific accounts to
open, actions to take, and milestones to hit. The adult reviews and provides feedback.

STEP-BY-STEP INSTRUCTIONS

e Review the five FICO score factors and their weights (payment history 35%, utilization 30%,
history length 15%, new credit 10%, mix 10%)

e FEach person identifies their current credit situation: authorized user? Secured card? Student
card? No credit?

e Based on your starting point, write a specific 12-month action plan with monthly milestones

e Step 1 (for most teens): become an authorized user on a parent’s card with a long positive
history

e Step 2: open a secured card with a $200-$500 deposit, use for one small recurring charge,
set up autopay

e Step 3: check credit report at AnnualCreditReport.com in 6 months and review progress

e Adult reviews each plan and discusses what is realistic and actionable



WHAT YOU NEED

e Paper
e Phone (to research secured card options if doing the bonus step)

Real Money Connection: The bonus step: look up two secured credit card options together
(Discover It Secured and Capital One Secured are good starting points). Compare annual fees,
minimum deposits, and whether they graduate to unsecured cards automatically. If a teen is
ready, apply during or shortly after the activity.

Educator Tip — Scaling by Age: For 15—16-year-olds, focus on the authorized user step—
this is the most powerful first move with no risk. For 17-18-year-olds, also walk through the
secured card application process and what happens to the deposit when the card graduates.
DEBRIEF QUESTIONS

Q1. Why does the length of your credit history matter — and what does that mean for the best
time to start building credit?

Q2. What is the single most important thing you can do to protect your credit score once you
have one?

Q3. If you implement this plan consistently for 12 months, what credit score range would you
realistically expect to achieve?

Activity 10: Paycheck Surprise Game

Unit Unit 5 Type Competitive

Age range Ages 14—18 Time 25 min

Players 2 teens + adult Covers Payroll taxes, FICA,
scorekeeper withholding

Each teen is given a different salary scenario and must calculate exact take-home pay
independently. Whoever gets closest to the correct net pay without going over wins. No
calculators allowed for the initial estimate.

STEP-BY-STEP INSTRUCTIONS

e Adult prepares 3 scenarios: (A) $12/hr x 20 hrs, (B) $15/hr x 40 hrs, (C) $45,000/year
salary

e Without a calculator, each teen estimates the take-home pay for their assigned scenario

e Write down the estimate, then calculate the actual number using: federal 10%, SS 6.2%,
Medicare 1.45%

e Add state income tax if applicable (look up your state rate)

e Compare estimates to actuals — whoever is closest without going over wins each round



e Switch scenarios and repeat
e Final round: calculate annual take-home pay and how that compares to the gross salary

WHAT YOU NEED

e Paper
e Calculator (for verification round only)
e State income tax rate (adult looks up in advance)

Educator Tip — Scaling by Age: For younger teens (13—14), focus on the hourly scenarios
and skip the annual salary calculation. For older teens (16—18), add a second layer: after
calculating take-home, have them build a quick monthly budget with that income to see what
living on that salary would actually look like.

DEBRIEF QUESTIONS

Q1. Before this activity, how accurately did you estimate what people actually take home vs.
what they earn? What did the gap between your estimate and the actual number reveal?

Q2. If you were offered a job at $50,000 a year, how would you calculate what your actual
monthly budget would be? Walk through the steps.

Q3. Why do employers talk about salaries in gross pay when budgeting requires net pay?

Activity 11: Tax Receipt Scavenger Hunt

Unit Unit 5 Type Hands-on

Age range Ages 13—18 Time 45 min

Players 2—3 together Covers What taxes pay for, tax
types

Everyone walks through their home or neighborhood and photographs or lists everything they
can find that was built, maintained, or provided using tax dollars. Then they compare lists and
look up how much it all costs.

STEP-BY-STEP INSTRUCTIONS

e Set a 15-minute timer and walk through the home or neighborhood

e Photograph or list everything you can find that taxes pay for: roads, sidewalks, stop signs,
street lights, parks, schools, fire hydrants, postal boxes, etc.

e Come back together and compare lists

e For each item, estimate: what do you think this costs taxpayers annually? (local, state, or
federal)



e Look up 3—5 items and compare the estimate to the actual cost
e Discuss: which categories of the federal budget receive the most funding? (Look up the
current federal budget pie chart)

WHAT YOU NEED

e Phone for camera and research
e Paper to record items

Real Money Connection: If comfortable, an adult can share a rough approximation of the
household’s annual tax bill. Even “we pay roughly $X in taxes per year” makes the math real
without revealing exact income details.

Educator Tip — Scaling by Age: For younger teens (13—14), keep the focus on the scavenger
hunt walk and the basic “taxes pay for things we all use” concept. For older teens (16—18),
extend the discussion to state budget allocation, local property taxes, and the policy trade-offs
involved in public spending decisions.

DEBRIEF QUESTIONS

Q1. Before today, did you think about what taxes actually pay for in your daily life? What
surprised you most on your list?

Q2. Ifyou could personally redirect your household’s tax dollars, what would you change?
What would you protect?

Activity 12: Compound Interest Race

Unit Unit 6 Type Competitive
Age range Ages 13—18 Time 20 min
Players 2 teens + adult Covers Compound interest,

Rule of 72, Roth IRA

Both teens calculate what $1,000 invested today would be worth at age 65, then compete to
find which investment scenario produces the most wealth. The results are always jaw-
dropping and permanently change how teens think about time.

STEP-BY-STEP INSTRUCTIONS

e Both start with the same question: if you invest $1,000 TODAY at 7% average annual return,
how much will it be worth at age 65?

e Each teen calculates for their own age: (1.07) to the power of (65 minus your current age)
times $1,000

e Compare results — whose $1,000 grows more, and why?



e Now race: who can find the scenario that produces the most money by age 65? (vary starting
amount, monthly additions, or interest rate)

¢ Final challenge: what is the minimum monthly amount you would need to invest starting
TODAY to have $1,000,000 at age 65?

e Look up how to open a custodial Roth IRA for teens with earned income

WHAT YOU NEED
e (Calculator or spreadsheet
e Paper

Real Money Connection: Real action item: if any teen has earned income from a job,
babysitting, or lawn mowing, this is the moment to seriously discuss opening a custodial Roth
IRA. Even $200—$500 invested at 13—16 years old can grow to tens of thousands tax-free due to
compounding.

Educator Tip — Scaling by Age: The most powerful moment is when teens realize that
EVERY YEAR they wait costs them roughly $3,000—$5,000 in lost retirement wealth. Calculate
the “cost of waiting one year” for each teen’s specific age to make it personal.

DEBRIEF QUESTIONS

Q1. Ayounger teen’s $1,000 grows to more than an older teen’s — just because of extra time.
What does that tell you about the value of starting early?

Q2. What would you be willing to give up right now to invest even $25/month for the next 50
years?

Activity 13: Index Fund vs. Stock Picker

Unit Unit 6 Type Competitive

Age range Ages 14—18 Time 4 weeks ongoing

Players 2 teens + adult Covers Index funds, stocks,
diversification

Each player gets $10,000 in virtual money. One invests in an S&P 500 index fund. The other
picks 5 individual stocks they believe in. Track weekly for 4 weeks, compare results, and
discuss what the experiment revealed.

STEP-BY-STEP INSTRUCTIONS

e Week 1: each player sets up their virtual portfolio using Yahoo Finance, Google Finance, or a
simple spreadsheet



e Stock picker: choose 5 companies you know and believe in — split $10,000 evenly ($2,000
each)

e Index fund player: “invest” all $10,000 in SPY (the S&P 500 ETF) — record the starting
price on Day 1

e Every week: record the current value of each portfolio on the same day and time

e Week 4: compare total returns — who won? By how much?

e Research together: what percentage of professional fund managers beat the S&P 500 over 10
years? Compare to your 4-week experiment

WHAT YOU NEED

e Phone or laptop for tracking stock prices
e Spreadsheet or paper tracker

Educator Tip — Scaling by Age: The lesson works regardless of who wins. If the stock
picker wins, discuss luck vs. skill and the risk they took on. If the index fund wins, let the data
speak for itself. For older teens (16—18), research the actual 10-year performance data on
actively managed funds vs. index funds — the statistics are compelling and age-appropriate.

DEBRIEF QUESTIONS

Q1. Whether you won or lost as the stock picker — does the RISK involved feel worth it to you
now?

Q2. Warren Buffett says most people should just invest in a low-cost index fund. After doing
this experiment, do you agree or disagree?

Q3. What would you do with your own real money based on what you learned?

Activity 14: Financial Life Simulation

Unit All Units Type Hands-on

Age range Ages 14—18 Time 90 min

Players 2—3 together Covers All units — capstone
activity

The ultimate capstone. Adult acts as game master. Each teen lives one year of financial life as
a 22-year-old — making real decisions about jobs, budgets, emergencies, credit, and
investments. Uses everything from all 8 units.

STEP-BY-STEP INSTRUCTIONS

e Adult sets up: each teen is 22 years old, just started their first real job. Roll a die for salary: 1
-2 = $32k, 3—4 = $40Kk, 5—6 = $48k annual



e Each independently builds a monthly budget for their salary (use the Budget Lab tab in the
curriculum tool)

e Month 1: everyone starts. Adult draws a random life event card from a deck made in advance
(examples: “car needs $800 repair,” “got a $2,000 bonus,” “phone broke — $400 to
replace,” “roommate moved out — rent doubles for one month,” “medical bill $600”)

e Each teen decides how to handle their life event based on their budget and savings

e Month 3: adult introduces a credit card offer with 0% for 12 months AND a “guaranteed
return” investment opportunity — each teen decides whether to take it

e Month 6: adult reveals a job loss for one teen — who survives longer on their savings?

e End: calculate each player’s net worth. Who came out ahead and why?

b 13

WHAT YOU NEED

e Paper for budgets and net worth tracking

e Calculator

e Life event cards made in advance (10—15 cards)
e Dice

Real Money Connection: No real money needed — but the decisions mirror real adult
situations exactly. The most powerful teaching moments come when the adult shares personal
stories: “When I was your age, something like this actually happened to me...” Real experience
from a trusted adult is irreplaceable.

Educator Tip — Scaling by Age: Make life event cards varied and realistic — include both
good and bad events (a bonus, a raise offer, a medical bill, a great deal on a used car, an
unexpected home repair). For older teens (17—-18), add complexity: a student loan repayment
starting, a 401(k) enrollment decision, or a credit card with a balance from college.
DEBRIEF QUESTIONS

Q1. Which life event hit you hardest? Were you financially prepared for it?

Q2. Who had a higher net worth at the end? What specific decisions led to that outcome?
Q3. What is the one financial habit you would build immediately if you were actually 22?

Q4. What from this simulation do you want to remember when you actually reach that age?



Activity 15: Apartment Hunt — The Real Cost

Unit Type Time Players
Unit 7 — Housing Real Money Activity 45 minutes 2—3 people
Overview

Each player searches real apartment listings in a target city. They apply the 30% rule to their
assigned take-home pay, calculate the full move-in cost (first + last + deposit + utility deposits +
moving), and present whether the apartment is actually affordable. The player with the most
accurate total move-in calculation wins.

Setup

e Each player receives an income card: $2,100/month take-home (entry-level), $2,800/month
(mid-level), or $3,400/month (experienced)

e All players search the same city (educator assigns) on Zillow, Apartments.com, or Craigslist

e Each player finds one apartment they would realistically consider and calculates: (1) Is it
within the 30% rule? (2) What is the total move-in cost including all fees?

Educator Tip

The shock moment: when students realize the 30% rule on a $2,100 take-home means a
maximum of $630/month for rent plus utilities. In most US cities, finding a private apartment
under $630 is nearly impossible — which opens the discussion about roommates, location
trade-offs, and why income matters so much for housing options.

Real Money Connection

If your teen is within 2—3 years of moving out, this activity produces a real savings target: the
actual move-in cost for an apartment in a real city. That number becomes a concrete savings
goal rather than a vague intention to “save for moving out.”

Activity 16: Salary Negotiation Roleplay

Unit Type Time Players

Unit 8 — Career Competitive Roleplay 30 minutes 2 people (1 negotiates, 1
plays employer)

Overview

One player plays the job candidate; one plays the hiring manager. The candidate researches real
market salary data (using BLS.gov or Glassdoor for an assigned job title), receives a below-
market offer, and negotiates using the three scripts from Lesson 8.5. The employer uses a script
card with guidelines on how to respond. Debrief covers what was said, what worked, and what
the compounding math looks like over 10 years.

Setup
e Educator assigns a job title (e.g., registered nurse, software developer, teacher, electrician)

e Candidate spends 10 minutes researching on BLS.gov and notes the market range for that
role in a target city



e Employer receives a card: “Your authorized range is $X—$Y. Open at the lower end. You can
go up if they counter with data.”

e After negotiation, calculate the 10-year compounding impact of the difference between the
opening offer and the final agreed salary

Educator Tip

Debrief is the most important part. Ask: “What was the hardest moment?” (Almost always:
making the counter-offer.) “What happened when you cited the research?” “How much more
would you earn over 10 years if you negotiated $3,000 more at 22?” The negotiation roleplay
builds a muscle that most adults wish they had developed earlier.

Real Money Connection

A $3,000 salary negotiation at 22, with 3% annual raises, produces over $100,000 in cumulative
additional earnings over a 35-year career. This activity makes that math personal by having
students calculate their specific scenario. The realization that a 5-minute conversation is worth
that much is often the most memorable moment of the entire curriculum.

Appendix B — Teaching Tips & Best Practices

General Facilitation Advice

Use personal stories: The most effective financial education is grounded in real scenarios
students recognize. Wherever possible, connect abstract concepts to specific dollar amounts and
real life situations.

Embrace discomfort: Some lessons (minimum payment math, paycheck withholding,
compound interest comparisons) are designed to be sobering. Let students sit with that
discomfort — it is the emotional driver of behavior change.

Avoid judgment: Many students come from households with financial stress or poor financial
habits. Frame everything as forward-looking skill-building, not criticism of current situations.

Use the interactive tools: The Tax Simulator and Budget Lab in the curriculum tool make
abstract numbers visceral. Project them and have students call out numbers to change in real
time.

Scaling Activities for Ages 13—18

The 18 activities are designed to work across the full teen age range. Each activity card includes
an Educator Tip with specific guidance on how to scale the activity up (for 16—18) or keep it
accessible (for 13—14).

General principle: younger teens (13—14) benefit most from concrete, visual, and game-like
formats. Older teens (16—18) are ready for real numbers, real stakes, and real consequences —
use actual wages, real prices, and genuine financial decisions wherever possible.



The most powerful activities for older teens are those with a Real Money Connection — where
the activity leads directly to a real financial action they can take this week.

Assessment Ideas
Exit ticket: One thing learned, one thing still confusing, one thing they will do differently.
Budget project: Full monthly budget for a real city and job scenario.

Tax form walk-through: Guided completion of a simplified 1040 using real or sample W-2
data.

Capstone plan: The personal finance roadmap described in Lesson 6.6 and Lesson 8.6.

Activity reflection: After each activity, have each teen write 2—3 sentences on what they
would do differently in real life based on what they learned.
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