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Introduction and Course Overview

About This Toolkit

This Teacher Guide is part of the California Personal Finance Instructional Toolkit (CAPFIT) and
supports a one-semester, 80-instructional-day sample curriculum designed to meet the
requirements of California Assembly Bill 2927. The course is organized into five units spanning 16
weeks of instruction, with each unit built around a central question that students might naturally
ask as they prepare to manage their own financial lives.

This guide is designed for you, the classroom teacher. Whether you come to personal finance with
deep expertise or are teaching this subject for the first time, this document provides the day-by-day
teaching notes, content knowledge background, and instructional framing you need to deliver a
rigorous, engaging, and student-centered course. It is intended to be used alongside the
companion Pacing Guide, which maps each of the 80 days to specific topics, alignment to the
legislated topics, and recommended instructional resources.

Personal finance is not a traditional academic discipline with settled textbook conventions. It
draws on economics, psychology, mathematics, law, and practical life skills. That breadth is part of
what makes it valuable—and part of what makes it challenging to teach well. This guide is intended
to help bridge that gap by providing both the “what” and the “why” behind each instructional
decision, so you can teach with confidence and adapt with good judgment when your students take
the conversation in unexpected directions.

Why The New Personal Finance Course Requirement Exists

In 2024, California enacted Assembly Bill 2927, requiring all public high schools to offer a
standalone, one-semester personal finance course beginning in the 2027-2028 school year. The
legislation identifies 13 topics that must be addressed:

. Fundamentals of banking for personal use

. Principles of budgeting

. Employment and net income

. Uses and effects of credit

. Uses and costs of loans

. Types and costs of insurance

. Impact of the tax system on personal income

. Principles of investing and building wealth

. Consumer protection skills (fraud, scams, identity theft)

10. Financing postsecondary education and workforce training
11. Psychology of financial decision-making and well-being

12. Charitable giving

13. Other relevant personal finance topics as determined by the district

OWoOoONODUGhWN =

This course addresses every one of these topics—not as a compliance checklist, but as a coherent
learning experience. Each topic appears at least once, and most appear in multiple places at
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increasing depth. The Pacing Guide includes a column identifying which legislated topics are
addressed on each instructional day, providing straightforward documentation for administrators
and reviewers.

It is worth noting what the legislation does not specify: it does not prescribe student outcomes,
instructional approaches, or how the course should be structured and paced. This curriculum
offers a vision for what those outcomes should look like. A student who completes this course
should be able to walk into a real financial situation they have never encountered before (a lease
agreement, a loan offer, an insurance decision, a paycheck with unexpected deductions) and have
the skills and confidence to make positive decisions that move them toward their financial goals.
Not because they memorized the answer, but because they learned how to gather information,
evaluate trade-offs, and make a decision they can defend. They should leave the course with a
habit of asking good questions about money, a set of principles they can apply broadly, and the
understanding that their financial choices are connected to their values and goals. They should
also leave with a clear expectation that this course is a foundation, not a finish line — that financial
knowledge requires ongoing learning and refreshment across a lifetime, as financial tools evolve,
laws change, life circumstances shift, and the economy around them continues to transform.

Toolkit Design Philosophy

This toolkit was designed by starting from a question: What does a student need to understand,
and in what order, to make genuinely good financial decisions throughout their life?

That question led to several core design principles that shape the entire curriculum:

Skills over content memorization. The goal of this course is for students to develop transferable
skills they will use for the rest of their lives: gathering and filtering information, solving problems,
setting goals, making decisions, and communicating about money. These are the same skills that
define financial capability in adulthood. Content serves as the vehicle for practicing these skills, not
as anendin itself. A student who can evaluate a loan offer they have never seen before has leared
more than a student who memorized the definition of APR.

Decisions in context. Financial decisions are not made in a vacuum. They are shaped by personal
values, family circumstances, economic conditions, behavioral tendencies, and the specific options
available at a given moment. This course consistently presents financial choices within realistic
contexts rather than as abstract problems with single correct answers. Students explore what they
would actually do (given real constraints, real trade-offs, and real uncertainty) rather than selecting
the “right” answer from a textbook. One way this manifests itself throughout this guide is the
“Deepening the Lesson” section, which highlights specific real-world contexts to consider, including
emotional and culturally specific considerations.

Progression, not just coverage. Topics are sequenced so that each unit builds on what came
before. Students learn about budgeting before they learn about paychecks, because budgeting
establishes the decision-making framework that gives paycheck information its meaning. They
encounter compound interest before they study credit products, because understanding the
mechanics comes before evaluating the products. This deliberate sequencing means some topics
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appear early in simplified form and return later with greater depth or a spiraling approach that
reinforces learning and helps students see connections across the course.

California-specific context. Where financial concepts are affected by state law, cost of living, or
available programs, this course uses California-specific examples. Auto insurance requirements,
housing costs, the Cal Grant program, tenant protections, state overtime rules, and state tax
implications are woven throughout the course rather than treated as footnotes. Students in
California face a distinct financial landscape (particularly around housing and cost of living) and
this course acknowledges and prepares them for that reality.

Grounded in economic reasoning. This course was developed by the California Council on
Economic Education, and that lineage is intentional. Personal finance and economics are deeply
connected disciplines. Concepts like opportunity cost, incentives, trade-offs, supply and demand,
and market forces appear naturally throughout the course. Students who complete this curriculum
will not only be financially capable but they will also have a stronger foundation in economic
thinking that serves them as citizens, consumers, and workers.

The Student-Centered Organizing Principle

The five units of this course are organized around questions that a student might genuinely ask as
they move toward financial independence. These are not abstract essential questions written for a
curriculum document—they are the kinds of questions high school seniors actually think about as
they approach adulthood. They drive both the scope of each unit and the order in which topics are
addressed:

Unit 1: “What kind of life do | want, and why is money often difficult to manage?”

Unit 2: “How do | get a job now? How do | get a good job in the future? Why is my paycheck so
different from my wage? What's my game plan for managing money?”

Unit 3: “What do | need to understand about interest and credit? How can | make good borrowing
decisions for major purchases? How can | pay for the education and training | want?”

Unit 4: “How does insurance protect against financial problems? What does it take to handle
financial setbacks and debt? How do | protect myself from scams, fraud, and identity theft?”

Unit 5: “What does it really mean to invest my money? What else do | need to understand to guide
my investing decisions? What does financial independence mean to me?”

This student-centered structure emerged from a deliberate design choice. Rather than organizing
the course around topics as a textbook might—a banking chapter, a credit chapter, an insurance
chapter—the course is organized around the arc of questions a young person faces as they begin
managing their own finances. The result is a narrative progression that students can follow and
that builds motivation naturally. Each unit answers a question they are genuinely asking, which
means the content arrives when students are ready to care about it.

This structure also means that each unit contains a mix of topics rather thanisolating them. Unit 2,
for example, covers employment, paychecks, taxes, and budgeting systems—not because those are
the same subject, but because they are all part of the same student experience: earning money and
figuring out what happens to it. That integration reflects how financial life actually works.
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How This Toolkit and Sample Course Is Structured

The course spans 80 instructional days across five units. Each unit is divided into sub-units
(labeled A, B, and C) to help organize instruction into manageable thematic blocks. Most units
conclude with a synthesis day. The five units and their sub-units are:

Unit 1: Financial Decision-Making Foundations (15 days)
1A: Financial Goal Setting (Days 1-5)
1B: Financial Mindset and Money Management (Days 6-11)
1C: Using Mainstream Financial Services (Days 12-14)
Unit Synthesis (Day 15)
Unit 2: Earning Money and Managing Income (21 days)
2A: Understanding Employment (Days 16-23)
2B: Paychecks (Days 24-29)
2C: Building Your Financial System (Days 30-35)
Unit Synthesis (Day 36)
Unit 3: Understanding Credit and Major Financial Purchase Decisions (21 days)
3A: Understanding Interest and Credit (Days 37-44)
3B: Loan Types and Tools for Purchases (Days 45-52)
3C: Funding College or Workforce Training (Days 53-57)

Unit 4: Risk Management and Financial Protection (11 days)
4A: Managing Risk Through Insurance (Days 58-62)
4B: Managing Debt and Building Resilience (Days 63-66)
4C: Managing Fraud and Identity Threats (Days 67-68)
Unit 5: Long-Term Financial Planning in a Dynamic World (12 days)
5A: Investing Essentials (Days 69-73)
5B: Investing Doesn't Happen in a Vacuum (Days 74-76)
5C: Charting Your Financial Future (Days 77-79)
Course Conclusion (Day 80)

Unit lengths vary deliberately. Units 1-3 are longer because they establish foundational skills and
cover content-dense material that benefits from extended practice and application. Units 4 and 5
move more efficiently because students can build on the capabilities developed earlier. Unit 3 is the
longest because it contains three distinct content areas—interest and credit, major purchase
decisions, and education financing—each of which requires careful development.

A Note on Overlapping Concepts

You will notice that some concepts appear in more than one unit. This is intentional. Personal
finance topics are deeply interconnected, and the course uses a spiraling approach: concepts are
introduced in one context, then revisited with greater depth in another.

For example, credit card risks are introduced in Unit 1 (Day 9) as a behavioral challenge connected
to impulse buying, explored in Unit 3 as a credit product with specific terms and costs, and revisited
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in Unit 4 in the context of debt traps and repayment strategies. Each encounter deepens student
understanding and connects the concept to a different aspect of their financial lives.

Similarly, budgeting appears in Unit 1 as a foundational skill and returns in Unit 2 with greater
realism—this time using actual paycheck figures, California cost-of-living data, and competing
budgeting systems. Compound interest is introduced in Unit 1 in the context of credit card debt
(why minimum payments are dangerous), developed fully in Unit 3 as a mathematical concept, and
applied throughout Units 3 and 5 in savings, investment, and loan contexts.

This spiraling is not redundancy. It reflects how financial knowledge actually works: the same
concept takes on different meaning depending on whether you are saving, borrowing, investing, or
protecting what you have. Students who encounter compound interest only once are unlikely to
recognize it when it matters most.

Equity, Accessibility, and Classroom Culture

Personal finance is inherently personal. Students in your classroom will come from widely varying
economic circumstances. Some will have parents who invest; others will have parents who
struggle to make rent. Some will be planning for four-year universities; others will be entering the
workforce immediately after graduation. Some will come from families where money is discussed
openly; others will have absorbed the message that money is a private or even shameful topic.

This course is designed with that reality in mind. Throughout the Teacher Guide, you will find
“Watch For” notes that flag moments where students may feel shame, anxiety, or exclusion based
on their family’s financial situation. The course consistently presents multiple valid paths (not
everyone needs a four-year degree, not everyone will buy a home, not everyone’s financial goals
look the same) and frames financial decisions as context-dependent rather than as having single
correct answers.

We encourage you to establish early in the course that personal finance involves values and
choices, that there is rarely one “right” answer, and that the goal is developing judgment and
capability rather than following prescribed rules. Students who feel safe discussing money openly
will learn more than students who are guarded or ashamed. The classroom culture you build in the
first week will shape the quality of learning for the entire semester.

How to Use This Teacher Guide

This document is structured as a companion reference that expands upon the Pacing Guide. For
each unit, you will find three sections:

Unit Overview. Purpose, positioning within the course, essential questions, big ideas, and a
narrative description of how the unit flows from day to day. This is the section to read first when
preparing a new unit.

Day-by-Day Teaching Notes. For each of the 80 instructional days: the day'’s title, focus topic
(matching the Pacing Guide exactly), teaching tips, and a “Watch For” note highlighting common
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misconceptions or sensitive moments. These are designed to be consulted the day before or
morning of each lesson.

Content Knowledge Review. These segments include reference material on the unit's major topics,
written for a teacher audience. You do not need to master every detail here—these sections are
intended for you to consult when preparing your lesson or when a student asks a question that
goes beyond the day’s lesson or when you want to deepen your own understanding, or when you
are looking for additional context to enrich a discussion.

The Pacing Guide is the spine of the course. The Teacher Guide is the depth. Together, they provide
a complementary structure to teach this course effectively, regardless of your prior experience with
personal finance.
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The Ten Truisms of Personal Finance

Why Truisms?

One of the most effective tools in economics education is a set of organizing principles that give
students a framework for thinking. The “9 Principles of Economics” used in many economics
courses serve this function: concise statements (people face trade-offs, rational people think at the
margin, trade can make everyone better off) that students carry with them long after the course
ends. These principles do not tell students what to think. They give students a structure for how to
think.

Personal finance deserves the same treatment. Financial decisions are varied, complex, and deeply
contextual. No course can prepare students for every specific financial situation they will face. But
a course can equip students with a set of principles that, once genuinely understood, help them
navigate decisions they have never encountered before—which is, after all, the real goal of financial
education.

The Ten Truisms of Personal Finance were developed to serve this function. They are not rules to
follow blindly. They are principles that capture the essential insights of the course in memorable,
actionable language. Collectively, they span all 13 legislated topics, so they also serve as a
structural map of the curriculum. Each unit engages deeply with several truisms, and each truism
connects to multiple units—reinforcing the course’s spiraling, interconnected approach.

The Ten Truisms

. Earning income is the foundation; skills, education, and work create financial opportunity.
. Budgeting is choosing; every dollar has multiple uses and picking one means giving up another.
. Saving regularly builds financial security; compound interest helps savings grow over time.

W N =

. Credit enables large purchases you can't afford today, but borrowing has costs and requires
responsibility.

. Insurance protects against catastrophic loss; the cost of coverage prevents financial ruin.

. Taxes and fees affect yourincome and spending; understanding them helps you plan effectively.

. Staying informed and vigilant reduces the risks you face from errors, fraud, and identity theft.

. Risk and return move together; higher uncertainty can mean higher rewards.

. Building wealth is possible with consistent investing, time, patience, and calculated risk-taking.

0. Your money choices reflect your values and priorities; financial independence isn't about a set
amount of money but about living life on your terms.

= O 00 N o Oan

Takentogether, these ten statements cover the full scope of the course. The first truism addresses
earning and human capital. The second and third address budgeting and saving. Truisms four and
five cover credit and insurance. The sixth addresses taxation. The seventh covers consumer

protection. Truisms eight and nine address investing and wealth building. And the tenth brings it all
together around values, purpose, and the idea that financial independence is ultimately personal.
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Using the Truisms as an Instructional Narrative

The Ten Truisms are more than a reference list. They are intended to function as a unifying
narrative thread that runs through the entire semester, giving students a persistent framework for
connecting daily lessons to bigger ideas. Here are four ways to integrate them into instruction:

Introduce them early, return to them often. On Day 1, introduce the Ten Truisms as the “big ideas”
of the course. You might display them on a classroom poster, dedicate a section of your
whiteboard, orinclude them on a reference card students keep in their binders. Tell students: these
are the ten things that, if you really understand them, will serve you for the rest of your financial life.
Everything we do this semester connects back to one or more of these ideas.

Use them as daily openers or closers. At the beginning or end of each lesson, identify which truism
or truisms connect to the day’s content. This takes only 30 seconds but creates a powerful
cumulative effect. Over 80 days, students hear each truism referenced dozens of times in different
contexts, building the kind of deep understanding that comes from repeated application rather than
rote repetition. Consider asking students to identify the connection themselves as the course
progresses.

Make them a student reflection tool. During unit synthesis days, ask students to identify which
truisms were most relevant to the unit and explain why. By the end of the course, students should
be able to articulate what each truism means to them personally —not just recite it, but explain it
with examples from their own financial thinking. This makes an excellent component of a capstone
project or portfolio assessment.

Let them evolve in meaning. Truism 4 (“Credit enables large purchases you can’t afford today, but
borrowing has costs and requires responsibility”) means something different to a student in Week
2 than it does in Week 12 after they have calculated compound interest on credit card debt,
evaluated auto loan terms, and compared student loan options. The truism doesn’t change, but the
student’s understanding of it deepens dramatically. This is the power of a unifying framework —it
gives students a stable structure within which their knowledge grows. Consider asking students to
write about how their understanding of a particular truism has changed over the course of a unit.
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Truism-to-Unit Alignment Map

TEACHER GUIDE

The following map shows how each truism connects to the five units. Primary connections (where
the truism is a central theme) are noted, along with secondary connections (where the truism is

reinforced or applied).

| Truism

Truism 1. Earning income
is thefoundation

| Primary connections

Unit 2 (employment, paychecks,
career pathways)

‘ Secondary connections

Unit 1 (career exploration), Unit 5
(wealth building)

Truism 2. Budgetingis
choosing

Unit 1 (budgeting fundamentals),
Unit 2 (realistic budgets, systems)

Unit 3 (purchase decisions), Unit 5
(financial planning)

Truism 3. Saving regularly
builds security

Unit 2 (saving vs investing
introduction), Unit 3 (savings
strategies, starting early)

Unit 4 (emergency funds), Unit 5
(investing)

Truism 4. Credit enables
but costs

Unit 3 (credit fundamentals, loans,
major purchases)

Unit 1 (creditcardrisks), Unit 4 (debt
traps, repayment)

Truism 5. Insurance
protects against
catastrophe

Unit 4 (allinsurance types)

Unit 3 (car ownership costs), Unit5
(risk management)

Truism 6. Taxes and fees
affect everything

Unit 2 (taxes, withholding, filing)

Unit 3 (loan costs), Unit 5 (tax-
advantaged accounts)

Truism 7. Staying
informed and vigilant

Unit 4 (scams, identity theft, digital
security)

Unit 1 (behavioralawareness), Unit 3
(reading loan terms)

Truism 8. Risk and return
move together

Unit 5 (investing essentials, market
forces)

Unit 3 (credit decisions), Unit 4
(insurance asrisk transfer)

Truism 9. Building wealth
is possible

Unit 5 (investing, retirement, wealth
building)

Unit 2 (saving introduction), Unit 3
(starting early)

Truism 10. Money choices
reflect values

Unit 1 (goal setting, values), Unit 5

(financialindependence, legacy)

Unit 1 synthesis (charitable giving),

throughout all units
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Unit 1: Financial Decision-Making

Foundations

15 Instructional Days — Weeks 1-3

In This Unit

Jump to any section or day. Underlined entries are navigation links.

Unit Overview

Purpose and Positioning

What Students Will Accomplish
Pedagogical Approach

Unit Essential Questions
Big Ideas
Unit Flow and Progression

Unit 1A: Financial Goal Setting (Days 1 to 5)

Day 1: Course Introduction
Day 2: Set Financial Goals
Day 3: Explore Career Pathways
Day 4: Introduction to Budgeting

Day 5: Budgeting Fundamentals
Unit 1B: Financial Mindset and Money Management (Days 6 to 11)

Day 6: Apply Budgeting Skills
Day 7: Practice Budgeting

Day 8: Avoiding Common Financial Problems
Day 9: Understanding Credit Card Risks

Day 10: Building Better Financial Habits
Day 11: Behavioral Factors Influencing Financial Decisions

Unit 1C: Using Mainstream Financial Services (Days 12 to 14)

Day 12: Banking Basics
Day 13: Modern Banking

Day 14: Avoiding Banking Fees

Unit Synthesis

Day 15: Unit Synthesis

Teacher Reference

Content Knowledge Review
Unit 1 Student Vocabulary

Return to Table of Contents | Next: Unit 2
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Unit Overview

Purpose and Positioning

Unit 1 establishes the conceptual and practical foundations for the entire personal finance course.
Rather than diving immediately into financial products or specific money management techniques,
this unit develops the decision-making skills, behavioral awareness, and goal-setting habits that
make all subsequent financial learning more meaningful and applicable. The unit is organized into
three sub-units that build progressively: financial goal setting (1A), financial mindset and money
management (1B), and using mainstream financial services (1C).

What Students Will Accomplish

e Articulate personal financial goals connected to broader life aspirations

e Understand that financial decisions involve trade-offs, opportunity costs, and personal values
e Create and analyze budgets reflecting realistic income and expenses

e Recognize behavioral biases and emotional factors that influence financial decisions

e Apply decision-making frameworks to evaluate financial choices

e Connect education and career choices to long-term financial goals

e Develop awareness of their own financial decision-making patterns and tendencies

e Understand the basics of banking services and how to choose appropriate financial institutions

Pedagogical Approach

This unitemphasizes active learning over passive content delivery. Students engage with their own
goals, values, and decision-making patterns rather than memorizing financial rules. The
progression builds from personal vision (1A) through practical skills and behavioral awareness (1B)
to institutional knowledge about the financial system they will use (1C).

Essential Questions and Big Ideas

Unit Essential Questions

e How do my financial decisions today affect my future options and opportunities?

e What role do my values and priorities play in financial decision-making?

e Why is financial decision-making often difficult even when the "right" choice seems obvious?

e How can | build financial habits and systems that support my long-term goals?

e Inwhat ways do career and education choices connect to financial well-being?

e What are the basics | should understand to manage my money through mainstream financial
institutions?

Big Ideas

e Every financial decisioninvolves trade-offs and opportunity costs—choosing one option means
forgoing others

e Financial decisions are personal: thereis rarely a single "correct" answer. Context, values, goals,
and circumstances all matter.

e Behavioral factors matter as much as knowledge: knowing what to do isn't enough—behavioral
and psychological factors significantly influence financial outcomes

e Small decisions compound over time: daily financial choices accumulate into significant long-
term consequences
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e Effective budgeting is not about restriction but about intentionally allocating resources toward
priorities

e Financial goals should connect to personal values and life aspirations rather than exist as
abstract targets

e Career and education planning are fundamentally financial decisions with long-term
implications

e Building strong financial habits early creates compound benefits over a lifetime

e Understanding how banks and financial institutions work is essential for managing money
effectively in modern life

Unit Flow and Progression

Unit 1A: Financial Goal Setting (Days 1-5)

The unit opens by connecting financial goals to life aspirations. Students envision their futures, set
concrete financial goals using the SMART framework, and explore career pathways that connect
education and career choices to financial outcomes. The sub-unit then introduces budgeting as the
fundamental tool for turning goals into reality, moving from terminology and concepts to hands-on
budget creation.

Unit 1B: Financial Mindset and Money Management (Days 6-11)

Building on budgeting foundations, students apply and practice budgeting skills through realistic
scenarios. The sub-unit then addresses why financial management is difficult: impulse buying,
credit card risks, and the challenge of building good financial habits. Day 11 introduces behavioral
economics concepts (anchoring bias, prospect theory, and other psychological factors that
influence financial decisions) giving students frameworks for understanding their own decision-
making patterns.

Unit 1C: Using Mainstream Financial Services (Days 12-14)

The unit's final content sub-unit introduces students to the banking system they will use throughout
their financial lives. Students learn about types of financial institutions, how to evaluate banking
options, modern banking tools and platforms, and how to avoid common fees that erode savings.
This practical knowledge prepares students to open and manage their own accounts.

Day 15: Unit Synthesis

Students synthesize unit concepts, connecting goal-setting, budgeting, behavioral awareness,
career planning, and banking knowledge into coherent personal financial philosophies. Values-
based financial decisions, including charitable giving, are explored as students reflect on what

matters most to them.

Transition to Unit 2

Having established decision-making foundations and an introduction to the financial system, Unit 2
addresses earning money and managing income—the "fuel" that powers financial plans. Students
will explore career pathways in greater depth, understand paychecks and taxes, and build
comprehensive financial management systems.
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Day-by-Day Teaching Notes

These notes provide focused guidance for each instructional day, highlighting key teaching
considerations, common student misconceptions, and practical tips for classroom
implementation.

Unit 1A: Financial Goal Setting

Day 1: Course Introduction

Focus: Personal finance as a life skill

Teaching Tips:

e Frame personal finance as life skills for achieving goals, not just "money management" or
avoiding problems

e Establish classroom culture: personal finance involves values and choices —there's rarely one
‘right" answer for everyone

e Use icebreaker connecting students' life aspirations to finances: "What do you want to
do/be/have in 10 years?"

e Introduce course structure: five units building from decision-making foundations to long-term
wealth building

e Address common misconceptions: personal finance isn't just for business/econ students;
everyone makes financial decisions daily

e Setexpectations for active participation—this course requires reflecting on personal situations,
not just absorbing content

Watch For: Some students may feel financial stress or shame about family situations. Establish that
everyone starts somewhere, and this course provides skills regardless of current circumstances.

Avoid examples or discussions assuming all students come from stable financial backgrounds.

e California context: Students may not know why this course exists. Briefly explain that
California now requires a standalone personal finance course for graduation, beginning with
the class of 2030. Framing the course as something the state decided every student deserves
(rather than an elective they landed in) changes how students enter the room.

e Cultural relevance: Family money practices vary widely and are not deficits. Some students
send money to relatives, some are the household's translator for financial documents, some
come from families that deal primarily in cash. Invite these as legitimate financial experience
rather than treating a single middle-class model as the default.

e Emotional note: Money is among the most emotionally charged topics in a classroom, and Day
1 sets the tolerance for it. Name plainly that discomfort around money is normal and near-
universal, so students don't read their own unease as a personal failing.

e Communication: Establish the norm now: students may speak about their own situations but
never disclose another family's finances, and no one is required to share. Setting this on Day 1
is far easier than retrofitting it mid-unit.

e Economics thread: The millionaire lesson runs on scarcity and opportunity cost without
labeling them. When students argue about spending versus saving, name the trade-off in plain
language (choosing one thing means giving up another) and let the vocabulary arrive later.
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Day 2: Set Financial Goals ‘

Focus: Short-term, medium-term, and long-term goals connected to life vision

Teaching Tips:

e Beginwithbroad life goals: Where do you want to live? What career interests you? Travel plans?
Family aspirations?

e Bridge from life goals to financial implications: each aspiration has associated costs and
income requirements

e Introduce SMART goal framework: Specific, Measurable, Achievable, Relevant, Time-bound

e Have students write 2-3 financial goals (short, medium, long-term) using SMART criteria

e Emphasize goals should be personally meaningful, not what students think they "should" want

e Preview that upcoming units provide tools and knowledge for achieving the goals they set today

Watch For: Students may set vague goals ("be rich") or unrealistic ones ("make $1 million by 25").
Guide toward specific, actionable goals. Some students struggle imagining their futures —that's normal

and part of the process.

e Cultural relevance: Goal-setting assumes a student controls their own money. For students
who contribute earnings to the household, a purely individual goal sheet can feel beside the
point or even disloyal. Let family-directed goals count as real financial goals (helping a sibling
with tuition or covering a parent's phone bill is planning, not an obstacle to it).

e California context: Many students already have a CalKIDS account opened automatically at
birth or in school, and most don't know it exists. Mentioning it here gives long-term goals a
concrete anchor and plants a seed for Unit 5. Have students look up current figures for any
cost they're planning around, since housing and tuition numbers move too fast to memorize.

e Economicsthread: Time horizons are time preference in plain clothes. When a student weighs
a purchase now against a bigger goal later, name the trade-off: money spent today is a goal
delayed.

Day 3: Explore Career Pathways ‘

Focus: Trades, apprenticeships, 2-year and 4-year degrees, military, entrepreneurship

Teaching Tips:

e Use career exploration resources: O*NET, Bureau of Labor Statistics, California Career Zone

e Have studentsresearch 2-3 careers of interest: typical salaries, education required, job outlook,
daily responsibilities

e Discuss how career choices affect financial capacity: income potential, benefits, stability,
geographic flexibility

e Address that high income doesn't guarantee financial success—and moderate income doesn't
prevent it

e Introduce concept of ROI (return on investment) for education: costs of training vs lifetime
earnings difference

e Connect to Day 2 goals: do potential careers support your financial goals? If not, what
adjustments needed?
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Watch For: Avoid implying all careers requiring degrees are "better" than trades/certificates. Many

skilled trades offer excellent income and job security. Focus on informed choice matching students'
interests and goals.

e Cultural relevance: Career conversations carry family expectations. Some students face strong
pressure toward a specific profession, others are the first in their family to consider college at
all, and some are weighing whether leaving home for training is even possible. Frame the
research task as gathering information, not declaring a decision, so students aren't forced to
publicly contradict their families.

e California context: Regional wage and cost differences inside California are large enough to
change which careers actually support a given life. A salary that works in Fresno may not in
San Jose. Have students check cost of living for the region they expect to live in, not a
statewide average.

e Emotional note: Students who don't yet know what they want often read this lesson as
evidence they're behind. Say plainly that most adults changed direction several times, and that
the goal today is to widen the list of options rather than narrow it.

e Economics thread: This is human capital, though students don't need the term yet. The idea
that training and skills are an investment with costs now and returns later is the same
reasoning they will apply to saving in Unit 3.

Day 4: Introduction to Budgeting ‘

Focus: Introduction to budgeting: Budgeting terminology, needs vs wants, trade-offs and opportunity costs

Teaching Tips:

e Define budget: plan for how to allocate income across expenses, savings, and financial goals

e Frame budgeting positively: it's about directing money toward priorities, not restriction or
deprivation

e Introduce basic budget equation: Income - Expenses = Savings/Surplus (or Deficit if negative)

e Discuss budget categories: fixed expenses (rent, insurance), variable expenses (groceries, gas),
discretionary spending

e Use simple examples: if you earn $1,000/month babysitting, how might you allocate it?

e Address common objection: "l don't make enough money to need a budget" (wrong —limited
money makes budgeting MORE important)

Watch For: Students with no income may feel budgeting is irrelevant. Emphasize they'll have income
soon, and understanding budgeting now prevents costly mistakes later. Those with income but no

expenses may not see the point—connect to future independence.

e Cultural relevance: The needs and wants line is drawn differently across households, and
students will notice. What one family treats as essential (a car, a data plan, money sent to
relatives) another treats as optional. Rather than settling these debates, use them. Ask
students what makes something a need in their household, and let the variation stand as the
lesson.

e Emotional note: Students who have watched a parent struggle to cover basics may find this
day uncomfortable in a way the material doesn't predict. The existing tips frame budgeting as
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directing money toward priorities, which helps. Avoid asking students to share actual
household numbers, and keep examples hypothetical or teacher-supplied.

e Communication: Budgeting is rarely a solo activity in real life. Note that most adults negotiate
spending with someone (a partner, aroommate, a parent) and that the skill of explaining a
financial decision to another person matters as much as the arithmetic. This seeds the fuller
communication material later in the course.

e Economics thread: Scarcity and opportunity cost are already doing the work in the existing
tips. When students allocate a fixed amount, name what the money could have done instead.
The budget equation is just scarcity written as arithmetic.

Day 5: Budgeting Fundamentals

Focus: Scarcity and resource limits

Teaching Tips:

e Distinguish needs (essential for survival/basic functioning) from wants (desires that enhance
life)

e Note the gray area: smartphone might be need for work/school, want for entertainment;
judgment required

e Have students create sample budget using realistic scenarios: $2,500 monthly income, Bay
Area costs

e Provide California-specific expenses: rent ($1,200-2,000 for room/small apartment), gas
(~$5.00+/gallon), groceries, utilities

e Calculate together: if rent takes 50-60% of income, what's left for everything else? Is this
sustainable?

e Emphasize budgeting with actual numbers reveals trade-offs that aren't obvious in abstract

Watch For: California's high cost of living can be discouraging. Acknowledge reality while emphasizing
that understanding costs helps make informed decisions about location, career, lifestyle. Don't
sugarcoat—housing affordability is a real challenge.

e Californiacontext: The dollar figures in the tips above are illustrative and will drift. Be mindful
to swap in current local numbers before teaching this day (for example, using a rental listing
site for your own area and the posted price at a nearby gas station). Students take the exercise
more seriously when the rent figure matches an apartment they could actually name.

e Cultural relevance: The Bay Area scenario assumes a student is budgeting for a solo
household. Many California students live in multigenerational or shared households where
housing costs are split across several earners, and that arrangement is a rational response to
high costs rather than a fallback. Offer a second scenario with shared rent so students from
those households see their situation modeled as a strategy, not an exception.

e Emotional note: Students who have watched a parent struggle to cover basics may find this
day uncomfortable in a way the material doesn't predict. Framing budgeting as directing money
toward priorities, rather than as restriction, helps. Avoid asking students to share actual
household numbers, and keep examples hypothetical or teacher-supplied.

e Economics thread: This is scarcity in its plainest form. The point is not that the budget was
built badly but that resources are genuinely limited, and every allocation forecloses another.
Naming that distinction protects students from reading a tight budget as personal failure.
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Unit 1B: Financial Mindset and Money Management

Day 6: Apply Budgeting Skills ‘

Focus: Budgeting as a structured financial decision-making framework

Teaching Tips:

e Provide multiple budget scenarios with varying complexity: single income, irregular income,
multiple income sources

e Have students work in pairs/small groups to create budgets for assigned scenarios

e Include common budget challenges: unexpected car repair, irregular work hours, seasonal
employment

e Discuss budget adjustments: when income falls short of expenses, what can you cut? Increase
income?

e Practice zero-based budgeting: allocate every dollar to specific purpose until income-
expenses=0

e Emphasize budgeting is iterative—first budgets are rarely perfect; refinement comes with
experience

Watch For: Students may propose unrealistic cuts ("I'll spend $20/month on food") or refuse to cut
wants ("l need the $200 shoes"). Guide toward realistic, sustainable budgets that balance needs,

wants, and financial goals.

e Cultural relevance: Irregular income is the norm for a large share of California families,
including agricultural and seasonal work, tipped restaurant work, construction, and gig driving.
Treat the irregular-income scenario as a central case rather than a variation, and let students
who live it contribute strategies their families already use, such as budgeting against the
lowest expected month rather than the average.

e Communication: When groups decide what to cut, require them to explain the choice to
another group. Defending a budget decision out loud is closer to how these choices actually
get made at home, and it surfaces reasoning that a worksheet hides.

e Economicsthread: Zero-based budgeting makes opportunity cost visible in a way that ordinary
budgeting does not. Every dollar assigned to one category is a dollar refused to all the others,
which is the same constrained-choice reasoning students will use when comparing loan offers
and investment options later.

Day 7: Practice Budgeting

Focus: Additional scenarios and real-world budget challenges

Teaching Tips:

e Provide varied scenarios: new college grad, family with kids, part-time worker, self-employed
individual

e Introduce budget tracking methods: apps (Credit Karma, YNAB), spreadsheets, pen and paper,
envelope system

e Have students explore 2-3 budgeting apps (e.g., Credit Karma, YNAB, EveryDollar, Goodbudget,
etc.) comparing features, ease of use, cost, privacy policies

e Discuss monitoring actual vs budgeted spending: end of month, did you stick to plan? Why or
why not?
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e Address that budgets should be flexible guides, not rigid rules —life changes require budget
adjustments

e Have students reflect: which budget scenarios felt most relevant to their near future? Why?
e Connectto goals from Day 2: do these budgets allow for saving toward goals, or just surviving?

Watch For: Budgeting practice can feel repetitive—vary activities to maintain engagement. Some
students excel at this and get bored; others struggle and get frustrated. Differentiate by providing

advanced scenarios for quick finishers.

e Cultural relevance: Budgeting apps assume a linked bank account and predictable deposits.
Students from unbanked or cash-based households cannot use most of them, and the
envelope systemis not a lesser method for those families. Present cash envelopes and paper
tracking as legitimate choices with real advantages, particularly the friction that slows
spending.

e California context: California residents have specific legal rights over personal data held by
these companies, including the right to know what is collected and to request deletion. When
students compareprivacy policies, have them look for how to exercise those rights rather than
just noting that a policy exists. This connects forward to the digital security material in Unit 5.

e Emotional note: The closing question about whether a budget allows saving or only survival
lands hard on students who recognize their own household in the tighter scenarios. Ask it
about the scenario rather than about the student, and resist framing a survival budget as a
failure of planning.

Day 8: Avoiding Common Financial Problems

Focus: Impulse buying and strategies to resist it

Teaching Tips:

e Define impulse buying: unplanned purchases driven by emotion rather than need or budget

e Discuss triggers: sales, advertising, peer pressure, emotional states (bored, stressed,
celebrating)

e Introduce delay strategies: 24-hour rule, shopping lists, removing saved payment info from
websites

e Practice cost-benefit analysis: will this purchase matter in a week? Month? Year?

e Address opportunity cost: $100 onimpulse purchase means $100 not available for goal or need

e Recognize that occasional impulse purchases are normal—goal is awareness and moderation,
not perfection

Watch For: Students may feel judged about past impulse purchases. Frame as learning opportunity,
not failure. Some genuinely don't impulse buy—have them share strategies that work for them.

e Cultural relevance: Spending tied to family and community obligation is not impulse spending,
even when it is unplanned and large. Gifts for a quinceafiera, contributions to a funeral, money
sent to relatives, and holiday obligations are planned commitments in the households that
make them. Draw the line at emotion-driven purchases for oneself so students do not hear
their family's generosity described as a financial problem.
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e Communication: Much impulse spending happens in groups. Have students practice a short,
low-drama way to decline a purchase with friends, something on the order of naming a
different plan for that money. The social skill is harder than the financial one and is rarely
taught.

e Economics thread: This is present bias, the tendency to weight immediate rewards far above
later ones. Students do not need the term, but naming the pattern helps them see the 24-hour
rule as a tool that works with the tendency rather than a test of willpower.

Day 9: Understanding Credit Card Risks

Focus: Debt accumulation and minimum payment traps

Teaching Tips:

e Explain how credit cards work: borrowing money with obligation to repay, interest charged on
unpaid balances

e Show compound interest working against you: $1,000 balance at 20% APR, paying minimums,
takes 5+ years and costs $600+ interest

e Discuss minimum payment trap: paying only minimums keeps you in debt indefinitely

e Address psychological factors: credit cards make spending feel less "real" than cash

e Introduce responsible use preview: credit cards can be tools if paid in full monthly (detailed later
in course)

e Connect to impulse buying: credit cards make impulse purchases too easy—part of why they're
dangerous

Watch For: Parents or students may have credit card debt. Avoid shame, focus on understanding
mechanisms. Some students' families manage credit cards well—acknowledge both responsible use

exists AND that it's easy to misuse.

e Cultural relevance: Some families avoid interest-bearing credit entirely on religious or cultural
grounds, and some come from countries where consumer credit is uncommon. Acknowledge
that avoiding credit cards is a coherent choice with real costs and benefits, rather than treating
card use as the default and non-use as a gap to be corrected.

e Emotional note: Some students are already authorized users on a family card, and a few carry
balances of their own. Keep the compound interest demonstration about the mechanism, not
about the person who ends up in that position. The arithmetic is unflattering enough without
commentary.

e Economicsthread: This is the same compounding math students will meet as an ally in Unit 3.
Say so explicitly. Compounding is indifferent to which side of the ledger you are on, and seeing
it work against a borrower first makes the savings version more persuasive later.

Day 10: Building Better Financial Habits ‘

Focus: Habit formation, default bias and Pay Yourself First principle

Teaching Tips:

e Introduce habit science: behaviors repeated consistently become automatic, requiring less
willpower
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Discuss Pay Yourself First: automatically saving before spending prevents forgetting or avoiding
savings

Teach habit stacking: attach new financial habit to existing routine (check account balance
when brewing morning coffee)

Emphasize systems over willpower: don't rely on remembering to save—automate it

Address that building habits takes time (often 2-3 months) and initial difficulty is normal
Connect to budgeting: reviewing budget weekly can become habit, making budget adherence
easier

Watch For: Students may want quick fixes or hacks. Emphasize that sustainable financial success
requires building habits, not finding tricks. Those from chaotic home environments may struggle with

consistency—build in flexibility.

California context: CalSavers is a useful live example of the default bias this day teaches. It is
a state program that automatically enrolls workers whose employers do not offer a retirement
plan, with the option to opt out. Students recognize immediately that changing the default
changes behavior, which makes the abstract point concrete. Verify the current employer
thresholds and contribution rate before presenting specifics, since those have been adjusted
over time.

Cultural relevance: Automating savings assumes a bank account, a steady deposit, and
enough margin to leave money untouched. For students whose households operate in cash or
run close to zero, Pay Yourself First still applies, but the mechanism has to be manual, such as
setting aside a fixed amount on payday before anything else. Offer both versions so the
principle survives without the technology.

Economics thread: Defaults do heavy work in financial outcomes precisely because people
rarely change them. This is the mechanism behind automatic enrollment in retirement plans
and behind the fine print on subscription renewals, and it returns in Unit 4.

Day 11: Behavioral Factors Influencing Financial Decisions

Focus: Anchoring, reference points, and prospect theory in financial decisions

Teaching Tips:

Define behavioral economics: studying how psychology affects economic decisions

Explain anchoring: first number we see influences our judgment (original $100, sale $60 feels
like deal even if market price is $50)

Demonstrate anchoring in class: ask "Is California population over/under 50 million?" then
"Estimate population.” First group's guesses will differ from group asked different anchor
Discuss reference bias: we judge value relative to reference points rather than absolute value
Apply to marketing: "Was $1,000, now $600!" creates anchor, even if $600 is still overpriced
Introduce prospect theory: people are loss-averse. The pain of losing $100 feels worse than the
pleasure of gaining $100. Would you risk $100 on a coin flip to win $100? Most say no. To win
$150? More say yes

Develop metacognition: recognize anchors, reference points, and emotional reactions, then
create rules to counteract them
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Watch For: These concepts are abstract, so use concrete examples and demonstrations. Students
may resist the idea that they are influenced by biases, or feel defensive about being called irrational.

Frame these as universal human tendencies documented in Nobel Prize-winning research, not as
weaknesses. Awareness is the first step to better decisions.

e Communication: Anchoring is the rare bias students can use rather than only defend against.
In salary negotiation and private-party car sales, the first number named shapes the range.
Have students practice naming a number first, out loud, since the discomfort of doing so is
what usually prevents it.

e Cultural relevance: Reference points are set by what students see around them, and social
media supplies a heavily filtered set. A student whose feed is full of new cars and travel forms
areference point almost nobody's actual finances support. Ask what their sense of "normal”
spending is built from, and where that picture came from.

e Economics thread: This is the one day where you can name the discipline outright. Behavioral
economics is the correction to the assumptionthat people always act rationally, and saying so
gives students a frame for the biases they will keep meeting through Units 3 and 4.

Unit 1C: Using Mainstream Financial Services

Day 12: Banking Basics ‘

Focus: Types of bank accounts and choosing a bank or credit union

Teaching Tips:

e Compare banks, credit unions, and online-only institutions

e Discuss pros/cons of each: accessibility, fees, interest rates, services

e Explain FDIC insurance protects deposits up to $250,000

e Address how credit unions differ: member-owned, often lower fees

e Emphasize choosing institution based on individual needs, not prestige

Watch For: Students often use whatever bank their parents use. Encourage independent evaluation.

e Cultural relevance: Some students come from unbanked or underbanked households that rely
on check cashing, money orders, and prepaid cards. Those choices usually reflect experience
rather than ignorance, including past overdraft fees, minimum balances that were impossible
to maintain, immigration-related caution, or distrust built over time. Present banking as a set of
trade-offs to evaluate rather than as the obviously correct choice, and avoid framing unbanked
families as making a mistake.

e Emotional note: A student whose family has been denied an account, or who has watched fees
drain a small balance, may hear this day as a description of a system that did not work for
them. Acknowledge that these institutions are businesses with their own incentives, which is
exactly why comparison shopping matters.

e Economicsthread: Banks earn primarily on the spread between what they pay depositors and
charge borrowers. Naming that plainly explains why online banks pay more (lower overhead)
and why credit unions often charge less (no external shareholders). Students stop seeing rates
as arbitrary once they see where the money comes from.
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Day 13: Modern Banking

Focus: Digital banking tools, mobile payments, and managing finances online

Teaching Tips:

e Compare digital banking tools: mobile check deposit, automatic transfers, balance alerts, card
freeze features

e Explain peer-to-peer payment apps and how they differ from bank transfers in speed,
reversibility, and protection

e Emphasize that most peer-to-peer payments are effectively irreversible once sent, unlike credit
card charges

e Discuss account alerts as a monitoring tool: low balance warnings, large transaction
notifications, unusual activity

e Address the tracking problem: digital payments are easy to lose track of, making regular
account review more important, not less

e Compare pending versus posted transactions, and why available balance can mislead

Watch For: Students are often more fluent with these tools than adults are, which can make the day

feel remedial. Shift the emphasis from how to use the apps to what protections do and do not apply,
since that is where the actual knowledge gap sits.

Cultural relevance: Many families send money to relatives in other countries, and the cost
differences between remittance services, banks, and apps are substantial. Students who help
their families with these transfers already have relevant expertise. Invite it rather than
assuming the classroom starts from zero.

e Communication: Peer payment apps make spending semi-public, and requesting money from a
friend carries real social weight. Talk about how and when to ask someone to pay you back,
which is a genuine skill and one students will use immediately.

e Economics thread: These platforms are free to users because the value sits elsewhere, in
transaction data, float, and network effects. Ask why a company would build something
expensive and give it away. It sets up the digital security and data material in Unit 5.

Day 14: Avoiding Banking Fees ‘
Focus: Bank fee structures, price transparency, and getting the accounts you need

Teaching Tips:

e Compare checking accounts: fees, minimums, ATM access, overdraft policies

e Compare savings accounts: interest rates, withdrawal limits, minimum balances

e Discuss why most people need both types of accounts

e Review fee structures: monthly fees, overdraft fees, ATM fees, minimum balance penalties
e Teach students to read account disclosures and compare options

Watch For: Banking products seem identical until you look closely. Teach comparison shopping.

e Cultural relevance: Overdraft and minimum balance fees fall hardest on people with the least
margin, since a low balance is what triggers them. The pattern is worth naming directly. Fees
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are not distributed evenly across customers, and the accounts that avoid them often require
balances that some families cannot maintain.

e Emotional note: Some students have watched a parent get hit with overdraft fees, or have been
hit themselves. Keep the framing on the fee structure rather than on the person who triggered
it. An overdraft is usually a timing problem, not a character problem.

e Economicsthread: Column D names price transparency, and this is the clearest example in the
course. When costs are hard to find and hard to compare, competition works poorly and
consumers overpay. That is why reading disclosures is an economic act, not just diligence, and
it returns when students compare loan offers in Unit 3.

Day 15: Unit Synthesis

Focus: Charitable giving, values-based financial decisions, and reflecting on personal financial philosophy

Teaching Tips:

e Review unit journey: vision/goals — budgeting mechanics — behavioral challenges — decision
frameworks — career planning

e Emphasize connections: these aren't separate topics but integrated elements of financial
decision-making

e Facilitate discussion: what's one thing you learned that surprised you? Changed your thinking?

e Connect to upcoming Unit 2: we've covered WHAT to do with money (budgeting, goal-setting,
decision-making); now we'll cover HOW to earn and manage income

e Address that perfect financial decisions are unrealistic—goal is better decisions over time, not
perfection

e Preview that upcoming units provide tools and knowledge for achieving goals set in this unit

e Connect financial goals to values: Some people prioritize charitable giving as part of their
financial plan, whether through donations, volunteer time, or both

e Discuss how even small charitable contributions can align spending with personal values

Watch For: Synthesis requires higher-order thinking. Some students struggle connecting concepts—
guide with leading questions. Others may feel overwhelmed by how much they don't know —emphasize

that's why we have 4 more units.

e Cultural relevance: Giving takes many forms, and most students already live in a household
that practices one. Tithing, zakat, temple or mosque donations, mutual aid, remittances to
family, and unpaid caregiving are all resource transfers guided by values. Opening the definition
beyond formal charitable donations lets far more students recognize their family's practice in
the lesson.

e Communication: Financial philosophy is usually inherited before it is chosen, and students
rarely have language for it. A useful closing prompt: what is one money belief you grew up with,
and do you agree with it? It works as reflection without requiring anyone to disclose numbers.

e Economics thread: Giving is a trade-off like any other allocation, and treating it that way is the
honest version. Money given is money not spent or saved, and people do it anyway because
the return is not financial. That is a clean demonstration that value is not the same as price,
which underpins the whole unit.
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Content Knowledge Review

This section provides comprehensive content knowledge supporting Unit 1 instruction. Teachers
can reference these sections for deeper understanding, use portions for student readings, or draw
upon explanations when addressing student questions. The content is organized thematically
rather than by day, as concepts build across multiple lessons.

Quick-reference note: Day references beneath each topic heading identify the lessons in this unit that the
section most directly supports.

Current-Year Check: Rates, thresholds, contribution limits, benefit amounts, application deadlines, and
program rules can change. Verify time-sensitive figures using the relevant official source before instruction;
the conceptual explanations below are intended to remain useful even when those figures change.

Financial Goal Setting

Supports Days 2-3. ‘

Financial goals serve as the foundation for all personal finance decisions. Without clear goals,
people tend to make reactive, short-term choices that may not align with what they truly value or
want to accomplish. Goals provide direction, motivation, and a framework for evaluating financial
trade-offs. When someone faces a decision about spending, saving, or investing, asking "Does this
help me reach my goals?" provides clarity that purely analytical approaches cannot.

Effective financial goals share several characteristics. They are specific enough to guide action but
flexible enough to adapt as circumstances change. They connect to broader life aspirations—"save
for a car" isn't just about transportation; it might represent independence, convenience, or the
ability to access better job opportunities. Understanding these deeper motivations helps people
maintain commitment when pursuing goals becomes difficult.

Financial goals typically fall into three time horizons, each requiring different planning approaches
and psychological considerations. Short-term goals (less than one year) might include saving for a
concert, building a small emergency fund, or buying a new phone. These provide quick wins that
build confidence and momentum. The relatively brief timeline makes progress visible and keeps
motivation high. Medium-term goals (one to five years) require sustained effort and more complex
planning. Examplesinclude saving for college, buying a car, or taking an extended trip. These goals
test someone's ability to delay gratification and maintain focus despite competing demands for
resources. Long-term goals (five years or more) might include buying a home, starting a business,
or building retirement security. For students, these can feel abstract, but introducing them early
helps establish the importance of starting preparation now even for distant objectives.

The SMART goal framework (Specific, Measurable, Achievable, Relevant, Time-bound) provides
useful structure, but avoid treating it as a rigid formula. The real value lies in helping people
articulate what they want and create actionable plans. A goal of "save $5,000 for a used Honda
Civic by graduation" is more powerful than "get a car someday" because it enables concrete
planning: how much per week or month? What earning or spending adjustments are needed? What
happens if circumstances change? The specificity transforms a vague aspiration into something
achievable.
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Budgeting Fundamentals

Supports Days 4-7. ‘

A budget is fundamentally a plan for allocating limited resources across competing demands.
Despite common perception, a budget isn't primarily about restriction or deprivation—it's a tool for
intentional decision-making. People who budget aren't necessarily frugal or penny-pinching; they're
making conscious choices about how to use their money to support what matters to them.
Someone might budget carefully to afford expensive hobbies, frequent travel, or generous giving.
The budget itself is neutral; it reflects the values and priorities of the person creating it.

Every budget includes several core components, though the specifics vary by individual situation.
Income represents money coming in from all sources: wages from employment, allowances, gifts,
side gigs, investment returns, or other sources. For students, income is often irregular and limited,
which makes budgeting both more challenging and more important. Fixed expenses are costs that
recur regularly and don't fluctuate much month-to-month: rent, car payments, insurance premiums,
subscriptions. These are relatively predictable and create the baseline for a budget. Variable
expenses fluctuate based on choices and circumstances: groceries, gas, entertainment, clothing.
These require more active management and represent the main area where adjustments can be
made when income changes or unexpected needs arise. Savings should be treated as a budget
category, not merely what's left over. The principle of "paying yourself first" by allocating savings
before spending on wants helps ensure financial goals receive resources even when other
pressures demand money.

Several fundamental principles guide effective budgeting. First and most basic: income must be
greater than or equal to expenses over time. Spending more than you earn is mathematically
unsustainable and leads to debt accumulation. When expenses exceed income, something must
adjust—either income increases or expenses decrease. Second, tracking actual spending reveals
patternsthat often surprise people. Many don't realize how much they spend on specific categories
until they track it systematically. Small recurring expenses are particularly easy to underestimate.
Third, budgets should reflect personal values and priorities, not external judgment or arbitrary rules.
Someone who values experiences might allocate significant resources to travel or concerts while
minimizing spending on physical possessions. Someone else might prioritize saving for home
ownership and minimize current discretionary spending. Neither is wrong—they reflect different
values. Fourth, budgets need regular review and adjustment. Life circumstances change: income
increases or decreases, new expenses arise, priorities shift. A budget should be a living document
that adapts rather than a static plan created once and never revisited.

For many people, the psychological challenge of budgeting exceeds the mathematical challenge.
Creating a budget is relatively straightforward; following it requires ongoing self-discipline,
flexibility, and honest self-assessment. Common struggles include impulse purchases that bust
carefully planned categories, unexpected expenses that derail the whole budget, and simple fatigue
from constant monitoring. Successful budgeters develop strategies to address these: building
small "fun money" categories to satisfy impulse desires within limits, maintaining emergency funds
to absorb surprises, and using automation to reduce the burden of constant decision-making. The
goal isn't perfect adherence—it's developing greater intentionality about resource allocation.
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Opportunity Cost and Trade-Offs

Supports Days 3-7; reinforced throughout Unit 1. ‘

Opportunity cost is one of economics' most powerful concepts, yet it's often misunderstood or
overlooked in everyday decision-making. Simply defined, opportunity cost is the value of the next
best alternative you give up when making a choice. Every decision to use resources one way
means those resources aren't available for other uses. The true cost of any choice includes not just
the direct price but also what you sacrifice by not choosing differently.

Understanding opportunity cost transforms how people make financial decisions. Consider a
student deciding whether to buy a $200 gaming console. The direct cost is $200—that's obvious.
But the opportunity cost is whatever else that $200 could have accomplished: four months of
savings toward a car, several professional clothing items for job interviews, a weekend trip with
friends, or simply increased financial security through an emergency fund. None of these
alternatives are necessarily "better" than the console, but recognizing them makes the decision
more informed. The question shifts from "Can | afford this?" to "Is this the best use of these
resources given my goals and values?" That's a much richer question.

Opportunity cost applies to more than just money—it applies to time, attention, and all limited
resources. Working 20 hours per week generates income (positive) but reduces time available for
studying, socializing, or resting (opportunity cost). Taking out student loans provides immediate
accessto education but creates future debt obligations that limit later financial flexibility. Choosing
one career path means not pursuing others, at least initially. Every choice involves trade-offs.
Recognizing this doesn't mean constantly second-guessing decisions—it means making choices
with open eyes about what you're gaining and what you're giving up.

In personalfinance specifically, opportunity cost thinking helps people evaluate competing uses of
limited funds. It's easy to look at a budget category in isolation and think "I can afford this $50
subscription” while simultaneously feeling frustrated about not making progress on savings goals.
Opportunity cost thinking connects these: that $50 per monthis $600 per year, which could fund an
emergency fund, contribute to college savings, or support other goals. The subscription might still
be worth it—the pointisn't to induce guilt but to make the trade-off explicit. Good financial decision-
making requires understanding what you're choosing and what you're giving up, then deciding
whether the exchange aligns with your priorities.

Opportunity cost is particularly important when evaluating education and career decisions. A four-
year college degree costs direct expenses (tuition, fees, books, room and board) but also has
enormous opportunity costs: four years of potential earnings, work experience not gained, and
alternative education paths not pursued. This doesn't mean college is a bad choice —for many it's
an excellent investment—but the full cost includes both direct expenses and opportunity costs.
Comparing the total cost against expected benefits (both financial and non-financial) leads to
better decisions than simply looking at sticker price. The same analysis applies to choosing
between different colleges, deciding whether to work during school, or evaluating alternatives like
trades, apprenticeships, orimmediate employment.

Help students see opportunity cost as empowering rather than limiting. When you understand
trade-offs, you can make choices that better align with your values and goals. Someone who
recognizes that daily $5 coffee purchases cost $1,800 per year isn't being told they can't enjoy
coffee—they're being given information to decide whether that enjoyment is worth what they're
giving up. Maybe itis; maybe itisn't. The point is making an informed, intentional choice rather than
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areflexive one. That's the essence of financial literacy: not following prescribed rules but
developing the capability to make good decisions.

Career and Education Planning

Supports Unit 1 Day 3; revisited in Unit 2 Days 16—18.

Career choices represent fundamental financial decisions with lifetime implications. Different
careers offer vastly different earning potentials: median software developer earns ~$110,000
annually; median retail salesperson ~$30,000. Career choice affects not just income but benefits,
job stability, advancement opportunities, work-life balance, geographic options, and job
satisfaction. Understanding career-income relationships helps students make informed choices
balancing financial considerations with personal values and interests.

Education and training costs must be weighed against earning potential increases—return on
investment analysis. Four-year California public university costs approximately $30,000-35,000
annually including tuition, fees, room, board, books (CSU system on lower end, UC system higher).
Four years totals $120,000-140,000. However, net costs vary dramatically based on financial aid:
Pell Grants, Cal Grants, and institutional aid reduce actual costs for many students. Evaluating true
education ROI requires comparing net costs after aid to lifetime earnings difference between
education levels for target career.

Alternative education paths often provide better ROI for specific careers. Community college for
two years then transfer to university reduces total costs significantly —community college costs
~$1,500 annually tuition plus minimal fees. Skilled trades (plumbing, electrical, HVAC) accessed
through apprenticeships or vocational training offer excellent earning potential ($50,000-90,000+)
with minimal education debt. Certificate programs for in-demand fields like medical coding or IT
can cost $5,000-15,000 and lead to $40,000-60,000 careers. The "best" education path depends
entirely on career goals, learning preferences, and financial situations—expensive doesn't always
mean better, and degree isn't always necessary.

Behavioral Economics and Financial Decision-Making

Supports Days 8-11. ‘

Traditional economic theory assumes people make rational decisions that maximize their self-
interest. But real human behavior deviates systematically from this ideal in predictable ways.
Behavioral economics studies how psychological, social, cognitive, and emotional factors influence
economic decisions. For personal finance, these insights are invaluable. Understanding common
biases and behavioral patterns helps people recognize when their own thinking might lead them
astray and develop strategies to make better financial choices.

These biases aren't character flaws or signs of low intelligence —they're features of how human
brains process information and make decisions. Everyone experiences them, including economists
who study them professionally. The goal isn't to eliminate biases (probably impossible) but to
develop awareness and implement systems that counteract their negative effects on financial
decisions.
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Anchoring

Supports Day 11.

Anchoring is the tendency to rely too heavily on the first piece of information encountered when
making decisions. That initial information—the "anchor"—disproportionately influences subsequent
judgments, even when it'sirrelevant or arbitrary. In retail settings, anchoring is used strategically. A
store displays a $200 shirt next to a $50 shirt. The $200 price serves as an anchor, making the $50
shirt feel like a bargain even though $50 for a shirt might objectively be expensive. When stores
show "original price $100, now $60," that original price anchors your perception of value regardless
of whether anyone ever actually paid $100.

Anchoring affects financial decision-making in numerous ways. Initial salary offers anchor
negotiations—studies show that whoever makes the first offer tends to anchor the final outcome
near their number. When car shopping, the sticker price anchors negotiations even though dealers
expect to discount. When budgeting, people often anchor to their current spending patterns rather
than thinking freshly about what allocation would best serve their goals. Real estate prices anchor
home valuations—the first price someone hears for a property influences their assessment of its
value.

Combating anchoring requires conscious effort to consider information independently rather than
relative toinitial numbers encountered. When making significant purchases, research typical prices
before looking at specific options. When negotiating, consider making the first offer to set a
favorable anchor. When budgeting, periodically start from zero rather than adjusting last month's
numbers. When evaluating prices, ask "What would | willingly pay for this if | hadn't seen any other
prices?" rather than judging relative to anchors.

Prospect Theory

Supports Day 11. ‘

The theory's central insight is that people evaluate potential outcomes relative to a reference point
(usually their current situation) rather than in absolute terms, and they weigh losses and gains
asymmetrically. This is why loss aversion occurs: the psychological pain of losing $100 feels
roughly twice as intense as the pleasure of gaining $100. Prospect theory also explains why people
are risk-averse when facing potential gains (preferring a sure $50 over a 50% chance of $100) but
risk-seeking when facing potential losses (preferring a 50% chance of losing $100 over a certain
loss of $50). Understanding prospect theory helps students recognize that their "gut feelings"
about financial decisions are shaped by predictable psychological patterns rather than objective
analysis of outcomes.

Reference Bias and Availability Heuristic

Supports Day 11. ‘

Reference bias (also called the availability heuristic) describes how people estimate the likelihood
or importance of events based on how easily examples come to mind rather than on actual
statistical probability. If someone recently heard about a friend getting into a car accident, they
overestimate the risk of car accidents generally because that example is psychologically
"available." In financial contexts, reference bias affects how people assess investment risk,
insurance needs, and career prospects. Someone who knows several people who succeeded
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without college degrees may underestimate the statistical earnings advantage of higher education.
Someone who witnessed a family member lose money in the stock market may overestimate
investmentrisk and avoid beneficial long-term investing. Media coverage amplifies reference bias—
dramatic financial disasters (market crashes, Ponzi schemes, bankruptcies) receive extensive
attention, making them feel more common than they actually are, while the steady success of
disciplined saving and investing is rarely newsworthy. Teaching students to recognize reference
bias encourages them to seek actual data rather than relying on memorable but potentially
unrepresentative examples when making financial decisions.

Present Bias and Time Inconsistency

Supports Days 8-11.

Present bias (also called time inconsistency) is the tendency to overvalue immediate rewards
relative to future rewards. Most people genuinely prefer to have money saved for future needs—in
abstract, theoretical terms. But when faced with actual choices, they consistently choose
immediate gratification even when future benefits are objectively larger. Someone might plan to
save $100 from their next paycheck, but when payday arrives and they see an appealing purchase,
suddenly the immediate satisfaction outweighs the future benefit they previously valued.

This bias is perhaps the single biggest obstacle to effective financial planning. Saving for
retirement, building emergency funds, paying down debt—all require sacrificing something today
for future benefit. Present bias makes these sacrifices feel disproportionately painful. The reverse
is also true: people underestimate the future pain of current decisions. Taking on debt feels less
burdensome now than the reality of making payments later. Skipping savings contributions doesn't
hurtimmediately; the consequences emerge years later when the money isn't there when needed.

Understanding present bias helps explain why knowing what to do isn't sufficient for doing it.
Someone can fully understand that saving early for retirement through compound growth is
financially optimal while simultaneously failing to make contributions because present desires feel
more compelling. This isn't ignorance or irrationality in a traditional sense —it's how human brains
are wired. We evolved to prioritize immediate survival and reproduction, not optimal 40-year
financial planning.

Strategies to combat present bias focus on reducing friction for future-oriented choices and
increasing friction forimmediate gratification. Automating savings transfers makes the future-
oriented choice the default, removing the moment-by-moment willpower requirement. Commitment
devices (like workplace retirement accounts that make early withdrawal costly) create barriers to
impulsive choices. Vivid visualization of future goals (photos, descriptions, detailed plans) makes
future rewards feel more concrete and psychologically closer. Reframing choices can help: instead
of "I'm giving up $50 today," think "I'm giving myself $50 next month plus interest." Making the
future benefit feel immediate reduces the psychological distance present bias exploits.

Loss Aversion

Supports Day 11. ‘

Loss aversion refers to people's tendency to feel the pain of losses more intensely than they feel
pleasure from equivalent gains. Losing $20 feels psychologically worse than gaining $20 feels
good, even though the absolute change in wealth is the same. Research suggests losses feel
approximately twice as painful as gains feel good—people need roughly $2 in potential gains to
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offset the psychological pain of risking $1 in potential losses. This asymmetry profoundly affects
financial decision-making.

Loss aversion explains numerous financial behaviors. People hold onto losing investments too
long, hoping to "get back to even' rather than objectively assessing current value. Selling at a loss
forces recognition of the loss, which feels painful, so people delay. The same bias makes people
overly conservative with savings—earning 1% in a savings account feels safer than investing for
higher returns because the possibility of loss (even temporary) feels worse than the opportunity for
gains. Loss aversion contributes to people buying unnecessary insurance or warranties: the
relatively small cost feels acceptable because it eliminates the possibility of a larger loss.

Understanding loss aversion helps in several ways. First, it explains why people sometimes make
seemingly irrational financial choices—they're not being irrational within their psychological reality;
they're responding to how losses and gains feel different. Second, it suggests strategies. Framing
matters: "Save $50 by switching phone plans" motivates more than "stop losing $50 per month."
The first frames it as a gain; the second as a loss. Third, it highlights the importance of
commitment mechanisms for long-term investing. Knowing you'll feel tempted to sell during
market downturns due to loss aversion, you can make advance commitments to stay invested.
Fourth, be wary of decisions driven primarily by avoiding losses rather than pursuing value —are you
keeping that struggling investment because it's actually good or just to avoid recognizing a loss?

Sunk Cost Fallacy

Supports Day 11. ‘

The sunk cost fallacy is the tendency to continue investing in something (time, money, effort)
because of what you've already invested, even when continuing no longer makes rational sense.
Sunk costs are resources already spent that cannot be recovered—they're "sunk” regardless of
future decisions. Rational decision-making should consider only future costs and benefits, not past
investments, but humans struggle with this. Someone might continue paying for an unused gym
membership because "l already paid for the whole year," even though that money is gone whether
they go or not—the rational question is whether future gym visits are worth the remaining time, not
whether past payments should be "justified." Students might stay in a major they've lost interest in
because they've already completed two years of coursework, even though switching would lead to
better career outcomes. People keep watching a boring movie because they paid for the ticket,
keep eating after they're full because they paid for the meal, or continue failing businesses because
they've invested so much already. The fallacy is particularly powerful because admitting a sunk
cost means acknowledging a mistake or loss, which triggers loss aversion. Teaching students to
recognize sunk costs and ignore them when making forward-looking decisions is one of the most
valuable critical thinking skills in personal finance. The key question to ask: "If | were starting fresh
today with no prior investment, would | choose this option?" If the answer is no, the prior
investment shouldn't change that decision.

Other Important Biases

Supports Day 11. ‘

Mental accounting is the tendency to treat money differently depending on its source or intended
use, even though money is fungible (one dollar equals another regardless of where it came from).
People might carefully budget their paycheck while frivolously spending birthday cash. They might
feel comfortable spending a bonus or tax refund more freely than regular income, even though it's
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all money that could serve the same goals. This can be harnessed positively (envelope budgeting
uses mental accounting deliberately) but can also lead to inconsistent choices that don't serve
overall goals.

Social proof (or social influence) is the tendency to look to others' behavior to guide our own,
particularly in uncertain situations. If friends all have expensive phones, the social proof suggests
that's normal and appropriate. Instagram influencers create social proof for products and lifestyles.
This is particularly powerful for teenagers navigating identity formation and peer pressure.
Understanding social proof helps students recognize when spending decisions are driven by
wanting to fit in rather than personal values or needs.

The endowment effect is the tendency to value things more highly once we own them. People
demand more to sell something than they'd pay to buy it. This affects decisions about keeping
versus replacing items, makes it psychologically harder to cancel subscriptions once started, and
influences how people value investments or property they already own. Recognizing this bias helps
people make more objective decisions about what to keep and what to let go.

Impulse Buying and Self-Control Challenges

Supports Days 8-10. ‘

Impulse buying—making unplanned purchases in response to immediate desires rather than
considered decisions—represents one of the most common financial challenges people face. It
undermines even well-crafted budgets and savings plans. Understanding why impulse buying
happens and developing strategies to manage it is essential for financial well-being.

Impulse purchases are driven by various triggers, often emotional or situational rather than rational
need. Stress, boredom, loneliness, celebration—all can trigger spending that feels good
momentarily but doesn't serve longer-term goals. Marketing and retail design deliberately exploit
impulse buying tendencies. Limited-time offers create artificial urgency. "Only 2 left in stock!"
messages trigger fear of missing out. One-click purchasing removes friction that might allow
second thoughts. Candy at checkout capitalizes on decision fatigue. These aren't accidents; they're
calculated strategies to override deliberate thinking.

The digital economy has made impulse buying easier and more prevalent. Social media advertising
targets individuals based on their interests, browsing history, and demographic profile. Influencer
marketing makes aspirational lifestyles and products feel accessible and desirable. Subscription
services reduce the psychological pain of payment through automated monthly charges that don't
require conscious decisions. Buy-now-pay-later services allow immediate acquisition without
immediate payment, severing the psychological connection between spending and resources
available.

Strategies to reduce impulse buying work by either removing triggers, increasing friction for
impulsive choices, or making planned behavior easier. The 24-hour rule (waiting at least a full day
before making non-essential purchases) allows emotional intensity to decrease and provides time
for rational assessment. Often, the intense desire to purchase fades once the immediate moment
passes. Removing stored payment information from websites adds friction that prompts
reconsideration. Unsubscribing from marketing emails eliminates exposure to tempting offers.
Shopping with a specific list and committing to buying only what's on it reduces unplanned
purchases. Using cash or debit cards instead of credit cards makes spending feel more immediate
and real, engaging loss aversion in a productive way.
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Creating budget categories specifically for discretionary "fun money" helps satisfy the desire for
occasional treats within limits. Rather than trying to eliminate all non-essential spending (which
feels like deprivation and usually fails), allocate a specific amount for guilt-free discretionary
purchases. This acknowledges that humans aren't robots and complete restriction often backfires.
The key is making these purchases planned rather than impulsive. Before any purchase, ask: "Does
this align with my goals? Am | buying this because | genuinely want it or because of external
pressure or temporary emotion? Will | still be glad | bought this tomorrow? Next week? Next
month?" These questions interrupt impulsive decision-making and engage higher-level thinking.

It's important to frame self-control as a skill that develops with practice rather than a fixed
character trait. Everyone struggles with impulse buying at times. Success comes from
implementing systems that make good choices easier and bad choices harder, not from expecting
perfect willpower in every moment. When discussing this with students, avoid moralizing or
shaming. The goal is building awareness and practical strategies, not inducing guilt.

Structured Decision-Making Frameworks

Supports Days 8-11 and Day 15. ‘

Complex financial decisions benefit from structured approaches that ensure important factors
aren't overlooked. While small, routine choices can and should rely on habits and heuristics,
significant decisions (choosing a college, buying a car, selecting health insurance, accepting a job
offer) merit more systematic analysis. Decision-making frameworks provide this structure without
requiring excessive time or expertise.

The PACED decision-making model is widely used in financial education because it's
comprehensive yet accessible. PACED is an acronym standing for Problem, Alternatives, Criteria,
Evaluate, and Decide. Each step serves a specific purpose in working toward sound decisions.
First, clearly define the Problem or decision to be made. This sounds obvious but many people skip
it, jumping straight to comparing options without clearly articulating what they're actually deciding.
"What car should | buy?" is clearer than "Should | get a Honda or take the bus?' because the latter
conflates vehicle choice with transportation choice. Clarity about the decision itself shapes
everything that follows.

Second, identify Alternatives—the available options. In some decisions, alternatives are obvious:
different colleges, different apartments, different job offers. In others, generating good alternatives
requires creativity. When deciding whether to buy a car, alternatives might include buying new,
buying used, leasing, using public transportation, cycling, car-sharing services, or some
combination. Don't prematurely eliminate alternatives based on initial impressions; list them all for
consideration. The best solution might not be the most obvious one.

Third, establish Criteria—what matters in this particular decision. Criteria should reflect the
decision-maker's values, goals, and circumstances, not generic "shoulds." For college choice,
criteria might include academic reputation, cost, distance from home, available majors, campus
culture, career placement rates, social opportunities, financial aid offered, and location. Different
people will weight these factors differently based on their priorities. Someone prioritizing family
connection might weight distance heavily; someone focused on career outcomes might prioritize
placement rates and reputation. Making criteria explicit helps avoid implicit biases and ensures
decisions reflect actual values.

Fourth, Evaluate each alternative against the established criteria. This is the analytical heart of the
process. For simple decisions, a mental comparison might suffice. For complex decisions with
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multiple criteria, creating a matrix or scoring system helps organize thinking. Rate each alternative
on each criterion, perhaps using a numerical scale. This doesn't make the decision mechanical—
you're still making judgment calls about ratings—but it makes thinking explicit and comparable.
Patterns often emerge: one option might excel on some criteria but perform poorly on others,
forcing conscious trade-offs.

Finally, Decide—choose the alternative that best meets your criteria and commit to the decision.
This sounds simple but involves psychological work. No decision is perfect; every choice involves
trade-offs. The point isn't finding a flawless option but choosing the best available option given
your specific situation and values. After making the decision, follow through rather than endlessly
second-guessing. Some uncertainty is inherent in any significant choice. The PACED framework
doesn't eliminate uncertainty but provides confidence that you've thought systematically about
available information.

It's important to teach PACED as a tool for significant decisions, not a requirement for every trivial
choice. You don't need a formal framework to decide what to have for lunch. Reserve systematic
approaches for decisions with meaningful consequences: education choices, career moves, major
purchases, insurance selections, investment allocations. For routine decisions, developing good
habits is more efficient than constant analysis.

One valuable aspect of teaching decision frameworks is making students aware that their decision-
making process matters. Many people make important life choices reactively or based primarily on
what others do without systematic thought. Teaching a framework doesn't prescribe what to
decide, but it does encourage intentional, thoughtful decision-making. Students who understand
that they're using a process and that different processes might lead to different conclusions
develop more sophisticated thinking. They recognize that thoughtful people can reach different
conclusions using the same framework because they have different criteria or weight factors
differently. This nuance is valuable.

Financial Habit Formation

Supports Day 10. ‘

Habits (automated behaviors that occur with minimal conscious thought) are powerful tools for
financial well-being. Relying solely on willpower and deliberate decision-making for every financial
choice is exhausting and unsustainable. People who successfully manage their finances typically
don't do so through constant vigilance but through good habits that operate automatically.
Understanding how habits form and how to build positive financial habits is therefore essential.

The habit loop, researched extensively in psychology and neuroscience, consists of three
components: cue, routine, and reward. The cue is a trigger that initiates the behavior—it might be a
time of day, a location, an emotional state, or a preceding action. The routine is the behavior itself,
the habitual action performed. The reward is the benefit that makes the behavior worth repeating,
which reinforces the connection between cue and routine. Over time and with repetition, this loop
becomes automatic. The brain learns to anticipate the reward when the cue appears, creating a
craving that drives the routine without conscious deliberation.

For building financial habits, understanding this loop provides leverage. Consider someone trying to
establish a savings habit. The cue might be "receiving paycheck" or "first day of the month." The
routine is "transfer $100 to savings account." The reward could be "feeling of financial security” or
"progress toward goal" or "sense of accomplishment." Initially, executing this routine requires
conscious effort and willpower. But with consistent repetition—doing it every time the cue
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appears—the behavior becomes increasingly automatic. Eventually, the brain associates receiving
the paycheck with transferring money, and the behavior occurs with minimal deliberation. This is
far more sustainable than relying on constant willpower to remember and execute savings
intentions.

Building new habits successfully requires several strategies. First, start small and specific. "Save
more money" is too vague and overwhelming. "Save $10 every Friday" is specific and manageable.
Smallwins build confidence and establish the habit loop before scaling up. Second, link new habits
to existing routines or cues. "When | receive my paycheck, | immediately transfer 10% to savings" or
"After | buy coffee on Wednesday, | check my budget app.” Linking to existing behaviors provides
reliable cues and makes new habits more likely to stick. Third, make the desirable behavior as easy
as possible and undesirable behavior harder. Automate savings transfers to eliminate friction.
Remove stored payment information from shopping websites to add friction to impulse purchases.
Environmental design matters—we're more likely to do behaviors that require less effort.

Fourth, track progress visibly to maintain motivation and provide rewards. Seeing a savings
balance grow or checking off days of successful habit execution provides psychological
reinforcement. Many people find visual tracking (charts, graphs, apps with progress bars)
especially motivating. Fifth, be patient and expect setbacks. Research suggests habits take
anywhere from 18 to 254 days to form depending on complexity and individual differences, with an
average around 66 days. Missing a day doesn't destroy progress; consistency over time matters
more than perfection. When setbacks occur, resume the habit rather than giving up entirely.

Certain financial habits offer particularly high leverage for long-term well-being. Automating
savings and bill payments removes decision points that might lead to suboptimal choices.
Regularly reviewing spending (weekly or monthly) maintains awareness without constant
monitoring. Setting aside a specific "fun money" amount each week or month satisfies
discretionary desires within limits. Waiting 24 hours before non-essential purchases interrupts
impulse buying. Reviewing financial goals monthly or quarterly maintains focus and motivation.
Tracking net worth or progress toward specific goals quarterly provides feedback on overall
trajectory.

When teaching habit formation, emphasize that habits are skills to be developed rather than
character traits people either have or lack. Everyone can build better financial habits through
deliberate practice. Success comes from implementing systems that make good choices easier,
not from expecting superhuman willpower. Different people will need different systems based on
their specific challenges, but the underlying principles of habit formation apply universally.
Students who understand these principles gain powerful tools for long-term financial success.

Distinguishing Needs from Wants

Supports Days 4-7. ‘

The distinction between needs and wants is foundational to budgeting and financial decision-
making, yet it's far more nuanced than it initially appears. A need is something required for basic
survival and functioning: food, shelter, clothing, healthcare, basic transportation to work or school.
A want is something desired but not strictly necessary: entertainment, luxury items, upgraded
versions of basic needs. The theoretical distinction seems clear, but real-world application is
complicated because context, culture, and individual circumstances significantly affect what
constitutes a need versus a want.
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Consider internet access. Is it a need or a want? The answer depends. For someone looking for
employment in an economy where job applications occur online, internet access might be essential
for economic survival—arguably a need. For a student whose schoolwork requires online research
and submission, internet is effectively required. Yet it's not a physiological necessity like food or
shelter. This illustrates how the distinction isn't always absolute. What counts as a need depends
on context, not just the item itself.

Cultural and social dimensions further complicate the distinction. In contemporary society, a
smartphone might be argued as a need for maintaining employment, accessing services, and
social connection (which affects mental health). The specific smartphone matters, though—basic
functionality might be a need while the latest flagship model is a want. Clothing is clearly a need,
but the quantity, quality, and brands chosen reflect wants beyond basic necessity. Transportation is
often essential, but whether that requires a car, which car, and what features represents choices
between needs and wants.

Ratherthantreating needs versus wants as binary categories with clear boundaries, teach students
to think about gradations and context. Some expenses are clearly pure wants: expensive hobbies,
luxury purchases, premium upgrades. Others are clearly fundamental needs: basic food, shelter,
essential healthcare. Many fall somewherein between, with both need and want dimensions. Rent
is a need; renting a luxury apartment might include significant want components. Food is a need;
dining at expensive restaurants is a want. A professional wardrobe might be a need for someone in
a corporate job; designer labels are wants.

The practical value of the needs-versus-wants distinction is in budget prioritization. When
resources are limited (which they always are to some extent), needs must be covered first. Only
after needs are met should resources go toward wants. When income falls or unexpected
expenses arise, wants are cut before needs. This prioritization framework is useful even when the
boundaries aren't perfectly clear. Make the categorization calls as thoughtfully as possible given
individual circumstances, but don't get paralyzed by edge cases.

Animportant teaching consideration: avoid being judgmental about what students or their families
categorize as needs versus wants. Economic circumstances vary enormously. What feels like a
luxury want to someone with resources might feel like a hard-won need to someone who struggled
to afford it. Cable television might be a want for many, but for a low-income family, it might be their
primary source of entertainment and connection to the world given that other options (going out,
traveling, hobbies with entry costs) are financially inaccessible. Focus on helping students develop
their own thoughtful framework for categorization rather than imposing external judgment.

Finally, emphasize that identifying something as a want doesn't make it wrong or frivolous. Wants
matter. Quality of life comes not just from meeting basic needs but from enjoying life, pursuing
interests, and having pleasures. The point of distinguishing needs from wants isn't to eliminate
wants but to make conscious choices about which wants to prioritize given limited resources.
Someone who clearly understands that their expensive coffee habit is a want, not a need, can still
choose to prioritize it if it brings genuine enjoyment and doesn't prevent them from meeting needs
or important goals. The awareness itself is valuable because it enables intentional choice.
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Banking and Financial Services

Supports Days 12-14. ‘

The following content knowledge sections support the Unit 1C instruction on banking and
mainstream financial services. Teachers should be familiar with these concepts to help students
navigate the financial institutions they will use throughout their lives.

Banking Products and Choosing Financial Institutions

Supports Days 12-14. ‘

Banks and credit unions provide essential financial services, but they operate as businesses that
profit from customer relationships. Understanding how banking works, what products serve
different needs, and how to choose appropriate institutions enables informed decisions that can
save hundreds or thousands of dollars annually while supporting financial goals.

Commercial banks are for-profit corporations owned by shareholders. They offer checking
accounts, savings accounts, loans, credit cards, and other financial services. Banks profit primarily
through the interest rate spread between what they pay on deposits and what they charge on loans,
plus fees charged for various services. Major national banks offer extensive branch networks,
sophisticated online and mobile banking, and wide ATM access but often charge higher fees and
pay lower interest on deposits. Regional and community banks may offer more personalized
service and better rates but have smaller networks. Online-only banks have no physical branches,
operate entirely through websites and mobile apps, and often offer higher interest rates on savings
and lower fees because of reduced overhead costs.

Credit unions are not-for-profit cooperatives owned by members (customers). Any profits are
returned to members through better rates, lower fees, and improved services rather than paid to
external shareholders. Credit unions often offer higher interest on savings, lower interest on loans,
and fewer fees compared to banks. However, they may have smaller branch networks, less
sophisticated technology, and membership requirements (though many credit unions have broad
eligibility). For consumers who qualify for membership in a good credit union, they often provide
better value than banks, particularly for those who don't need extensive branch access.

All deposits at FDIC-insured banks and NCUA-insured credit unions are protected up to $250,000
per depositor per institution. This insurance means that even if the institution fails, depositors'
money (up to the limit) is safe and will be returned. This protection makes insured banks and credit
unions very safe places for savings compared to keeping cash at home, investing directly in stocks,
or using unregulated financial services. When choosing a financial institution, verifying FDIC or
NCUA insurance should be the first step.

Checking accounts are transaction accounts designed for frequent deposits and withdrawals. They
typically offer check-writing privileges, debit cards, online bill pay, and unlimited transactions. Most
checking accounts pay little or no interest because they're meant for active money management
ratherthan savings. Key features to compare when evaluating checking accounts include: monthly
maintenance fees (many waived if you meet certain requirements like direct deposit or minimum
balance), minimum balance requirements, overdraft fees and policies, ATM access and fees,
mobile check deposit capability, and customer service quality. Many banks offer student checking
accounts with lower fees or minimum balance requirements, but these often convert to regular
accounts after a certain age or graduation.
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Savings accounts are designed for accumulating money over time rather than frequent
transactions. They pay interest on balances (currently often 3-5% at online banks, much less at
traditional banks) and limit transactions to six per month under federal regulations (though this
limit has been relaxed recently). Savings accounts work well for emergency funds, short-term goal
savings, and money you want accessible but don't need frequent access to. Key features include:
interest rate (APY), minimum balance requirements, monthly fees, how often interest compounds,
and ease of transferring money to checking accounts when needed. High-yield savings accounts at
online banks often offer dramatically better interest rates than traditional banks—the difference
between earning $5 annually and $400 annually on a $10,000 balance.

Money market accounts and certificates of deposit (CDs) are additional savings options. Money
market accounts typically offer slightly higher interest than regular savings accounts, may include
check-writing privileges (limited), and require higher minimum balances. CDs pay fixed interest
rates for specified terms (3 months to 5 years typically) in exchange for committing not to
withdraw the money until maturity. Early withdrawal usually incurs penalties. CDs make sense for
money you definitely won't need soon and want to earn higher interest, but they lack flexibility. For
young people with limited savings, regular high-yield savings accounts usually provide better
liquidity without significantly sacrificing interest.

When choosing a financial institution and accounts, consider your specific needs and
circumstances. If you travel frequently, extensive ATM networks matter. If you're comfortable with
technology, online banks offer better rates. If you value in-person service, traditional branches are
important. Compare total costs including monthly fees, minimum balance requirements, and ATM
fees against benefits like interest earned, convenience, and services offered. Many people benefit
from maintaining accounts at multiple institutions—a local credit union or bank for accessible
services plus an online bank for higher-interest savings. The key is making informed choices that
align with your financial habits and goals rather than simply accepting whatever is most convenient
or familiar.

Opening Your First Bank Account

Supports Days 12-13. ‘

Opening a bank account is straightforward once you understand the requirements and process.
Most banks and credit unions require three things: government-issued identification (driver's
license, state ID, or passport), Social Security number or Individual Taxpayer Identification Number,
and proof of address (utility bill, lease agreement, or government correspondence). Some
institutions also require an initial deposit ranging from S0 to $100 depending on account type and
institution—verify minimum opening deposits before starting.

The process can be completed online or in person; online account opening is often faster but in-
person allows asking questions and receiving immediate help. Many banks perform a soft credit
check or check ChexSystems (a reporting agency tracking banking history) to verify you haven't
had previous account problems like unpaid overdraft fees or closed accounts due to misuse.
Negative ChexSystems reports can result in account denials, though second-chance banking
options exist for people rebuilding banking relationships.

Students opening their first accounts typically have clean records and face no issues. When
comparing institutions, consider account fees, minimum balance requirements, ATM network
access, online/mobile banking features, customer service reputation, and physical branch
locations if important to you. Credit unions often offer better rates and lower fees than traditional
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banks but may have membership requirements. Online-only banks typically offer highest interest
rates and lowest fees but lack physical branches. Once approved, accounts are usually accessible
immediately for deposits, though debit cards arrive by mail within 7-10 business days. Students
should set up online/mobile banking access immediately for convenient account monitoring.
Understanding the account opening process removes mystery and empowers students to shop for
accounts that best meet their needs rather than defaulting to their parents' bank or the most
convenient location.

Account Monitoring and Reconciliation

Supports Days 13-14. ‘

Regularly monitoring bank accounts and reconciling records prevents overdrafts, catches errors or
fraud quickly, and maintains accurate understanding of available funds. Account reconciliation
means comparing your personal records (check register, spending log, or mental tracking) against
the bank's official statement to ensure they match.

Discrepancies arise from several sources: transactions you recorded that haven't cleared yet
(pending transactions), transactions you forgot to record, recording errors (wrong amounts), bank
feesyou didn't anticipate, or unauthorized charges from fraud or errors. The reconciliation process
involves checking off each transaction that appears both in your records and on the bank
statement, investigating any items appearing only in one place.

Modern online and mobile banking make monitoring easier than traditional paper statements and
check registers, but the principle remains the same: verify your understanding of your balance
matches reality. Many people rely solely on checking their online balance, but this can be
misleading because pending transactions may not yet be reflected, and you might have forgotten
about checks written but not yet cashed or scheduled automatic payments.

The most financially successful people check accounts at least weekly, noting all transactions and
comparing them to their budget. This frequent monitoring catches problems early —disputed
charges must typically be reported within 60 days, and catching fraud immediately limits liability.
For students managing limited funds, regular monitoring is essential because small errors can
trigger overdraft fees that spiral into larger problems. Setting up account alerts (low balance
warnings, large transaction notifications, unusual activity alerts) provides automated monitoring
assistance.

Teaching students to reconcile accounts regularly builds a habit that prevents financial surprises
and develops accurate awareness of financial status—a fundamental component of successful
money management.

Debit Cards and ATM Usage

Supports Days 12-14. ‘

Debit cards provide electronic access to checking account funds and work differently from credit
cards in important ways. When you use a debit card, money is immediately withdrawn from your
checking account—there's no borrowing or credit involved. Debit cards can be used for purchases
(with PIN or signature) and ATM withdrawals. PIN-based transactions (entering your Personal
Identification Number) are processed immediately, while signature-based transactions may take 1-
3 days to clear, creating potential for overdrafts if you're not tracking spending.
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ATM (Automated Teller Machine) usage requires understanding fee structures: using your own
bank's ATMs is typically free, while out-of-network ATMs often charge fees from both the ATM
owner ($2-4) and your own bank ($2-3), making a single withdrawal potentially cost $5-7. Planning
aheadto use in-network ATMs saves significant money. Students should memorize their PIN rather
than writing it down, never share PINs with anyone, and shield the keypad when entering PINs to
prevent observation.

If your card is lost or stolen, report it immediately to limit liability —federal law limits consumer
liability to $50 if reported within two business days, but many banks offer zero-liability policies.
However, debit card fraud protections are weaker than credit card protections: thieves accessing
your debit card can drain your checking account immediately, while credit card fraud involves
money you haven't yet paid. This makes debit card security especially important.

Monitor your account regularly for unauthorized transactions and dispute them immediately. Many
banks offer fraud alerts and the ability to temporarily freeze cards through mobile apps—useful
features when your card's security is questionable. Students should understand that debit cards
provide convenience but require diligent tracking of every transaction to avoid overdrafts. Unlike
credit cards with monthly statements, debit card purchases immediately affect available funds,
making real-time awareness essential for avoiding costly overdraft fees.

Unit 1 Student Vocabulary

Anchoring bias — The tendency to rely too heavily on the first piece of information you encounter
(like a price tag or salary number) when making a decision.

APR (Annual Percentage Rate) — The yearly interest rate charged on borrowed money, such as a
credit card balance or loan.

ATM (Automated Teller Machine) — A machine that lets you withdraw cash, check your balance, or
make deposits using your debit card and PIN.

Availability heuristic — See "Reference bias."

Behavioral economics — The study of how psychological factors (like emotions, habits, and mental
shortcuts) influence the financial decisions people make.

Budget — A plan for how to divide your income among expenses, savings, and financial goals.

Certificate of deposit (CD) — A savings product where you deposit money for a set period of time
at a fixed interest rate; withdrawing early usually means paying a penalty.

Checking account — A bank account designed for everyday transactions like paying bills, making
purchases with a debit card, and depositing paychecks.

Compound interest — Interest calculated on both the original amount of money and on the interest
that has already been earned (or charged), causing money to grow (or debt to increase) faster
over time.

Credit card — A card that lets you borrow money from a lender to make purchases, with the
agreement that you will repay the amount plus interest if you don’t pay in full each month.

Credit union — A not-for-profit financial institution owned by its members, which often offers lower
fees and better interest rates than traditional banks.

Debit card — A card linked directly to your checking account that withdraws money immediately
when you make a purchase or ATM withdrawal.
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Decision-making framework — A structured approach (such as the PACED model) for thinking
through important choices by identifying options, setting criteria, and evaluating alternatives.

Deficit — The amount by which expenses exceed income in a given period.

Discretionary spending — Money spent on things you want but don't strictly need, like
entertainment, dining out, or hobbies.

Endowment effect — The tendency to value something more highly simply because you already
ownit.

FDIC (Federal Deposit Insurance Corporation) — A government agency that insures deposits at
member banks up to $250,000 per depositor, protecting your money if the bank fails.

Financial goal — A specific monetary target connected to something you want to achieve, such as
saving $3,000 for a car by next summer.

Fixed expenses — Costs that stay roughly the same each month, such asrent, insurance premiums,
or subscription payments.

Habit loop — The three-part cycle (cue, routine, reward) through which behaviors become automatic
over time.

Habit stacking — Attaching a new habit to an existing routine to make it easier to remember and
sustain.

Impulse buying — Making unplanned purchases driven by emotion orimmediate desire rather than
need or budgeted intention.

Income — Money received from any source, including wages, allowances, gifts, or investment
returns.

Interest — Money paid to you for keeping your funds in a savings account (earned interest), or
money charged to you for borrowing (paid interest).

Loss aversion — The tendency to feel the pain of losing money more strongly than the pleasure of
gaining the same amount.

Mental accounting — The habit of treating money differently depending on where it came from or
what it's labeled for, even though all dollars are equal.

Minimum payment — The smallest amount a credit card company requires you to pay each month,
which keeps your account in good standing but can result in years of debt and high interest
costs.

Money market account — A type of savings account that typically offers a slightly higher interest
rate than a regular savings account but may require a higher minimum balance.

NCUA (National Credit Union Administration) — A government agency that insures deposits at
member credit unions up to $250,000 per depositor.

Needs - Expenses required for basic survival and functioning, such as food, shelter, healthcare,
and transportation to work.

Opportunity cost — The value of the next best option you give up when you make a choice.

Overdraft - When you spend more money than is available in your checking account, often
resulting in a fee from your bank.

PACED model - A decision-making framework with five steps: identify the Problem, list
Alternatives, set Criteria, Evaluate options, and Decide.

Pay Yourself First — The practice of automatically setting aside money for savings before spending
on anything else.
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PIN (Personal Identification Number) — A numeric password used to verify your identity when
using a debit card or ATM.

Present bias — The tendency to prefer immediate rewards over larger future benefits, even when
waiting would be the better financial choice.

Prospect theory — A behavioral economics concept explaining that people evaluate gains and
losses relative to a reference point and feel losses more intensely than equivalent gains.

Reference bias — The tendency to judge the likelihood or importance of events based on how easily
examples come to mind, rather than on actual data.

ROI (Return on Investment) — A measure of what you gain compared to what you spent; often used
to evaluate whether education or training costs are worth the expected increase in earnings.

Savings account — A bank account designed for accumulating money over time, typically earning
interest but with limited transactions per month.

Scarcity — The basic economic condition that resources (including money and time) are limited
while wants are unlimited, requiring choices and trade-offs.

SMART goals — A framework for setting goals that are Specific, Measurable, Achievable, Relevant,
and Time-bound.

Social proof — The tendency to look at what other people are doing to guide your own decisions,
especially in uncertain situations.

Sunk cost fallacy — The mistake of continuing to invest time, money, or effort in something just
because you've already invested in it, even when stopping would be the better choice.

Surplus — The amount by which income exceeds expenses in a given period.

Trade-off — The exchange involved in every financial decision: gaining one thing while giving up
another.

Variable expenses — Costs that change from month to month based on your choices and
circumstances, such as groceries, gas, and entertainment.

Wants — Expenses that enhance your quality of life but are not essential for survival, such as
entertainment, dining out, or upgraded versions of basic needs.

Zero-based budgeting — A budgeting method where every dollar of income is assigned a specific
purpose (spending, saving, or giving) until the remaining balance is zero.
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Unit Overview

Purpose and Positioning

Unit 2 builds on the decision-making foundations from Unit 1 by focusing on how students will earn
money and manage it effectively. The unit moves from career exploration and employment (2A)
through understanding paychecks and the tax system (2B) to building a complete personal
financial management system (2C). By the end of this unit, students understand how money flows
from employment through taxation to their bank accounts, and have practical systems for
managing that money toward their goals.

What Students Will Accomplish

e Explore career pathways and understand how education and training connect to earning
potential

e Distinguish between employment types and understand the implications of each for income and
benefits

e Develop job search skills including resume writing, interviewing, and professional networking

e Read and interpret pay stubs, understanding the journey from gross pay to net pay

e Understand the U.S. tax system including income taxes, payroll taxes, withholding, and filing

e Build realistic budgets using actual income figures and real-world expenses

e Compare budgeting methods and develop a personal financial management system

e Understand the basics of saving versus investing and why both matter for financial goals

e Recognize that financial capability requires ongoing learning and adaptation

Pedagogical Approach

This unit emphasizes practical, hands-on engagement with real-world financial systems. Students
work with actual pay stubs, calculate real tax withholding, and build budgets using California-
specific costs. The progression from earning to taxes to money management mirrors the actual
flow of money in adult life, making the learning immediately relevant and connected.

Essential Questions and Big Ideas

Unit Essential Questions

e How do career and education choices affect my lifetime earning potential?

e Why is my paycheck so different from my hourly wage or stated salary?

e How does the tax system work, and what do | need to understand to manage my taxes
effectively?

e What systems and habits do | need to manage my money effectively over time?

e How do saving and investing fit into my overall financial plan?

Big Ideas

e Career and education decisions are fundamentally financial decisions with long-term
consequences

e Understanding your paycheck (from gross to net) is essential for realistic financial planning

e Taxes are a significant expense that affects every financial decision; understanding the system
helps you plan effectively
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e A personal financial system that works for your life and personality is more valuable than any
single piece of financial knowledge

e Saving and investing serve different purposes and both play essential roles in building financial
security

e Financial management is a lifelong skill that must adapt as your circumstances, goals, and the
economy change

Unit Flow and Progression

Unit 2A: Understanding Employment (Days 16-23)

The unit opens with a multi-day career exploration activity (Invest in What's Next) that gives
students hands-on experience researching education and career pathways. This leads into
understanding employment types (W-2 vs self-employment, hourly vs salaried), job search skills,
and alternative income paths including entrepreneurship and gig work. Students build practical
knowledge they can apply immediately to current and near-future employment.

Unit 2B: Paychecks (Days 24-29)

With employment context established, students explore what happens to their earnings. The sub-
unit progresses from understanding gross vs net pay through the tax system—why we pay taxes,
how income taxes and marginal rates work, the W-4 form, and the filing process. Students gain
practical understanding of why their paycheck looks so different from their stated wage.

Unit 2C: Building Your Financial System (Days 30-35)

The unit's final sub-unit helps students build a comprehensive financial management system.
Starting with cash flow management and realistic budgeting, students explore different budgeting
methods, build financial resilience through emergency funds, and are introduced to the difference
between saving and investing. The sub-unit also addresses self-employment financial management
for students interested in entrepreneurial paths.

Day 36: Unit Synthesis

Students synthesize the unit's progression from career exploration through paychecks and taxes to
financial management systems. The synthesis prepares students for Unit 3, where they will learn
how interest and credit work—essential knowledge for the major financial decisions ahead.

Transition to Unit 3

Having established how money is earned and managed, Unit 3 addresses interest and credit—the
mechanisms that either build wealth or create financial burdens. Students will learn how
compound interest works both for and against them, how credit systems operate, and how to make
informed decisions about major purchases including vehicles, housing, and education financing.

Day-by-Day Teaching Notes

These notes provide focused guidance for each instructional day, highlighting key teaching
considerations, common student misconceptions, and practical tips for classroom
implementation.
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Unit 2A: Understanding Employment

Day 16: Explore Future Planning (Part 1)

Focus: Career and education paths as investments in lifestyle and income potential

Teaching Tips:

Introduce multi-day activity: research career paths, education requirements, and financial
implications

Have students select 2-3 career paths of genuine interest for deep research

Provide research framework: education/training needed, typical entry salary, mid-career salary,
benefits, job outlook

Use quality resources: Bureau of Labor Statistics Occupational Outlook Handbook, California
Career Zone, O*NET

Calculate total education costs: tuition, fees, books, living expenses during training

Begin cost-benefit analysis: compare education costs to likely salary increase vs not pursuing
that path

Watch For: Students may choose unrealistic careers or ones they think sound impressive rather than
genuine interests. Encourage authentic exploration. Some students know exactly what they want;

others have no idea—both are fine.

California context: Regional labor market data makes this research concrete rather than
abstract. The state's Labor Market Information Division publishes occupational projections and
wage data by region, and Jobs First CA organizes economic development around regional
industry growth. Pointing students toward data for the region they expect to live in is more
useful than national averages, since California's regional economies differ substantially from
one another.

Cultural relevance: Immigration status affects which aid a student can access, and some
students do not yet know their own situation or their family's. Never ask students to disclose
status, and do not assume citizenship when discussing aid. Mention that California maintains
aid pathways for students who are not eligible for federal aid, and direct anyone with questions
to a counselor privately.

Economics thread: The cost of education is not only what you pay but what you forgo. Four
years in school means four years of earnings not collected, and that opportunity cost belongs
in the comparison alongside tuition. Students who see this reason more clearly about
accelerated paths, working while enrolled, and community college transfer.

Day 17: Explore Future Planning (Part 2)

Focus: Funding postsecondary education: loans, lifestyle trade-offs, and income goal alignment

Teaching Tips:

Students continue detailed career research, digging into specifics beyond surface information
Research education options for chosen careers: 4-year universities, community college transfer,
trade schools, certifications, apprenticeships

Calculate realistic costs for different education paths using California pricing: CSU ~$8500/year
tuition, UC ~$17,00, private ~$40,000+

Include living costs: can student live at home or need housing? ($10,000-20,000+ annually)

California Council on Economic Education Page 47



CAPFIT — california Personal Finance Instructional Toolkit TEACHER GUIDE

Investigate financial aid: Pell Grants, Cal Grants, scholarships, work-study (preview FAFSA from
Unit 3)

Compare net costs after aid for different education paths —sticker price isn't actual cost for
many students

Watch For: California higher education costs are high but aid exists. Present realistic full pictures.
Avoid pushing 4-year university as only valid path—many careers have alternative routes offering

better ROI.

California context: California maintains several aid programs students should know by name:
Cal Grant, the California Dream Act application for students not eligible for federal aid, the
Chafee Grant for current and former foster youth, and ScholarShare 529 for families saving
ahead. Foster youth in particular are frequently unaware of Chafee. Naming these in class
costs two minutes and occasionally changes an outcome.

Emotional note: This is the day a student may realize the path they want appears unaffordable.
That discovery is useful only if it arrives with alternatives attached, so pair every cost figure
with an aid pathway, a lower-cost route to the same career, or both. Do not let the period end on
the sticker price.

Communication: Paying for college is a family conversation, and most students have never had
it. Suggest a concrete opening question they could ask at home, such as what the family has
already saved or what they expect the student to contribute. Knowing the answer early changes
which applications make sense.

Day 18: Explore Future Planning (Part 3)

Focus: Evaluating and stress-testing a postsecondary financial plan, or flex day

Teaching Tips:

Students complete research, create presentations/reports on findings

Share findings: what did you learn about career paths and their financial implications?

Reflect: how does this research connect to your financial goals from Day 2? Still aligned or need
adjustment?

Address ROl explicitly: is expensive education worth it for this career? Depends on earnings
difference

Alternatively, use as FLEX day if students need more time on Days 12-13, or to catch up on
previous content

Key takeaway: career and education decisions are among the most important financial
decisions young people make

Watch For: Sharing can be sensitive—some students found depressing information about costs or
limited opportunities. Frame realistically but emphasize informed decisions beat uninformed ones,

even when reality is challenging.

Economics thread: Stress-testing means asking what happens if an assumption fails. What if
the aid package is smaller, the degree takes five years, or the entry salary is at the low end of
the range? Plans that survive a pessimistic assumption are stronger than plans that only work
perfectly, and this same habit applies later to emergency funds and investment horizons.
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e Emotional note: Presenting findings publicly exposes family circumstances more than most
activities do, since cost and aid are entangled with household income. Let students present the
career research without presenting their personal affordability analysis, or allow written
submission for that portion.

Day 19: Types of Employment ‘

Focus: W-2 employment versus self-employment, withholding, and irreqular income

Teaching Tips:

e Distinguish between employee (W-2) and independent contractor (1099) status

e Discuss benefits and drawbacks of each: stability vs flexibility, benefits vs autonomy

e Introduce passive income concept (investments, royalties, rental income)

e Emphasize most people have multiple income sources over lifetime

e Explain the withholding difference: W-2 employers withhold income and payroll taxes
automatically, while self-employed workers receive gross payments and must set aside taxes
themselves, typically through quarterly estimated payments

e Introduce self-employment tax: employees split Social Security and Medicare taxes with their
employer, while self-employed workers owe both halves, which is a substantial difference
students rarely anticipate

e Connect to career pathway discussions from Unit 1

Watch For: Students often think income only comes from traditional employment. Broaden their
perspective on earning possibilities.

e California context: Californialaw sets specific tests for whether a worker is an employee or an
independent contractor, and misclassification is common enough that students entering gig or
contract work should know the distinction is a legal question, not the employer's preference.
The classification determines access to minimum wage, overtime, and workers' compensation.

e Cultural relevance: Many students already work in family businesses, do cash work, or
contribute unpaid labor to a household enterprise. That is real work with real financial
implications, and it often falls outside both categories on the board. Acknowledge it as a third
case rather than leaving those students without a category.

e Economics thread: The employer's half of payroll tax is a useful puzzle. Economists generally
argue that workers bear most of it regardless of who writes the check, because it is part of the
total cost of employing someone. Students do not need the term tax incidence, but the idea
that who pays a tax and who bears it can differ is worth planting here.

Day 20: Employment Structures

Focus: Employment structures and employee rights: hourly versus salaried, part-time versus full-time, wages, and
working conditions

Teaching Tips:

e Distinguish hourly and salaried employment: hourly workers are paid per hour worked and
typically receive overtime pay; salaried workers receive a fixed annual amount regardless of
hours

e Explain overtime rules: federal law requires overtime (1.5x rate) for most hourly workers over 40
hours/week; salaried workers may be exempt depending on duties and salary threshold
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e Compare part-time vs full-time: full-time typically means 30-40+ hours/week and often includes
benefits like health insurance, retirement plans, and paid time off

e Discuss the benefits trade-off: a higher hourly wage without benefits may actually be worth less
than a lower wage with employer-provided health insurance and retirement matching

e Address California-specific rules: state overtime after 8 hours/day (not just 40/week), meal and
rest break requirements, and higher minimum wage than federal

e Help students calculate true compensation: salary + benefits value gives a more accurate
picture than wage alone

Watch For: Students may assume salaried is always "better." Help them see that the best arrangement
depends on circumstances, career goals, and total compensation package.

e California context: California's wagefloor is higher than the federal minimum, and a number of
cities and counties set local minimums higher still. Have students look up the rate that applies
where they live or expect to work rather than assuming the state figure. California also requires
daily overtime after eight hours, which is unusual nationally and directly relevant to students
working long shifts.

e Cultural relevance: Some students work in situations where raising a concern feels risky,
including family businesses, cash arrangements, and households where a complaint could
have consequences beyond the job. Teach the rights and name that enforcement resources
exist, including the state labor commissioner, without implying that every student is equally
free to use them. Awareness has value even when action is complicated.

e Communication: Ask a student how they would raise a paycheck discrepancy with a manager
and most have no script. Practice one. The wording matters less than having sentences ready,
since the difficulty is starting the conversation rather than knowing the math.

Day 21: Job Search Skills ‘

Focus: Job application skills: resumes, cover letters, and navigating the hiring process

Teaching Tips:

e Discuss contemporary job search methods: online applications, networking, referrals
e Address resume basics without getting lost in formatting details

e Emphasize networking and personal connections in job searches

e Discuss appropriate use of social media in professional contexts

e Provide realistic expectations about application-to-interview ratios

Watch For: Students may think submitting applications automatically leads to interviews. Prepare
them for rejection as normal.

e Cultural relevance: The advice to network assumes a student has a network to draw on.
Students whose parents work in fields unrelated to their goals, or who are the first in their
family to job hunt in the United States, are starting from a different place than a classmate
whose family can make an introduction. Teach network building as a skill rather than an asset
students already hold, starting with people they actually know: teachers, coaches, neighbors,
former employers.

e Communication: Asking someone to serve as a reference is a small conversation most
students have never had, and the awkwardness stops them more than the substance does.

California Council on Economic Education Page 50



CAPFIT — california Personal Finance Instructional Toolkit TEACHER GUIDE

Have them draft the actual message, including how much notice to give and what information
to offer the person.

e Economicsthread: Aresumeis a signal. Employers cannot observe how good a worker will be,
so they rely on proxies: credentials, experience, formatting, whether instructions were followed.
Understanding that the document exists to reduce the employer's uncertainty explains why
specifics beat adjectives, and why an unexplained gap raises questions.

Day 22: Securing Employment

Focus: Interview preparation and follow-up: questions, body language, and professional communication

Teaching Tips:

e Practice common interview questions and appropriate responses

e Discuss how to research companies and prepare questions to ask

e Teach offer evaluation beyond just salary: benefits, hours, location, growth
e Introduce basic negotiation concepts without overwhelming students

e Emphasize professionalism in all communication with potential employers

evaluation.

Watch For: First job offers feel like take-it-or-leave-it. Help students see room for conversation and

e Cultural relevance: Interview conventions are culturally specific and are usually taught as if
they were universal. Sustained eye contact, confident self-promotion, and speaking about
individual achievement are expected in most American hiring contexts but discouraged in
others, including in many students' homes. Name the norms as norms rather than as manners,
so students understand they are learning a professional register rather than being told their
upbringing was wrong.

e California context: California law limits what employers may ask about salary history and
requires disclosure of a position's pay scale under certain conditions. Students who know this
enter a negotiation with better information than most adults have. Verify the current
requirements before presenting specifics, since the pay transparency rules have been amended
more than once.

e Emotional note: Rejectionis the ordinary case in job searching, not a signal about the student.
Say the ratio out loud. Students who expect several rejections before an offer keep applying,
and students who expect the first application to work often stop after two.

Day 23: Alternative Income Paths ‘

Focus: Entrepreneurship, gig work, and the economics of working for yourself

Teaching Tips:

e Discuss benefits of having multiple income sources

e Explore side hustle options appropriate for students: tutoring, freelancing, gig work
e Address time management challenges of multiple jobs

e Connect to financial resilience—diversification reduces vulnerability

e Acknowledge that side work should align with long-term goals when possible

e Introduce fundamental business concepts: revenue, expenses, profit
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e Discuss startup costs and cash flow challenges for new businesses
e Address risk and reward in entrepreneurship honestly

e Explore low-cost business ideas students could actually start

e Connect entrepreneurial thinking to innovation in any career

Watch For: Students may romanticize entrepreneurship or gig work. Balance enthusiasm with realistic
discussion of income variability, lack of benefits, and time demands.

e Cultural relevance: Small business ownership is a common path in many immigrant and
working-class communities, and a number of students are already part of one through family
restaurants, landscaping, cleaning, childcare, or resale. Those students have watched cash
flow problems and seasonal swings firsthand. Draw on that experience rather than teaching
entrepreneurship as something new and aspirational.

e Economics thread: Revenue is not profit, and this is where students most often go wrong.
Selling $2,000 of product does not mean earning $2,000. Walk through a simple case with
materials, fees, and time, and include the value of the hours worked, since unpaid founder labor
is the cost most often left out of a student business plan.

e Communication: Setting a price and asking to be paid are the hardest parts of self-employment
for most beginners. Have students practice quoting a rate without apologizing for it and
following up on an unpaid invoice. This is a durable skill regardless of whether they ever run a
business.

Unit 2B: Paychecks

Day 24: Understanding Paychecks

Focus: Gross versus net pay and reading a paycheck: what gets withheld and why

Teaching Tips:

e Use actual pay stubs (anonymized) to teach components

e Walk through calculation from gross to net pay step by step

e Explain common deductions: federal tax, FICA, state tax, benefits

e Discuss why net pay is so much less than gross—prepare for reality shock

e Emphasize importance of reviewing pay stubs for accuracy

e Introduce payroll deduction options: Many employers allow automatic charitable contributions
through paycheck

Watch For: Many students never seen a real pay stub. The difference between gross and net can be
shocking.

e California context: California pay stubs carry a state disability insurance deduction that
students will not find in most national examples, and state law requires employers to provide
itemized wage statements listing specific information. Using a California stub rather than a
generic one means students recognize what they will actually receive. Verify the current
deduction rate before putting a number on the board.

e Cultural relevance: Some students come from households paid in cash, where no pay stub
exists. Rather than treating that as an exception, use it: what protections does a worker lose
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without a wage statement, and how would you prove what you earned? The question serves
everyone and does not require any student to identify their own situation.

e Economicsthread: The gap between gross and net is a good moment to note that the cost of
employing someone is higher than the salary line, once the employer's share of payroll taxes
and any benefits are counted. Students who see the full picture reason better about total
compensation later, and about why employers weigh benefits against wages.

Day 25: Paycheck Details ‘

Focus: Pay periods, pay frequency, and pay stub literacy

Teaching Tips:

e Explain common pay periods: weekly (52 paychecks/year), biweekly (26), semi-monthly (24),
and monthly (12)—each affects budgeting differently

e Walk through a complete pay stub: gross pay, federal and state tax withholding, FICA (Social
Security and Medicare), voluntary deductions (insurance, retirement), and net pay

e Discuss year-to-date (YTD) totals and why they matter for tax planning and benefit tracking

e Practice calculating: if annual salary is $48,000, what is gross pay per period for each pay
frequency? Help students see the math

e Address direct deposit vs paper checks, and how to verify deposits match pay stubs

e Connect to budgeting: biweekly pay means two months per year have three paychecks —an
opportunity for extra saving or debt paydown

Watch For: Pay stubs look intimidating with many line items. Break down one section at a time and
use real examples (anonymized).

e Cultural relevance: Pay frequency is not randomly distributed across jobs. Lower-wage and
hourly work is more often paid weekly or biweekly, salaried professional work more often semi-
monthly or monthly. Budgeting on a weekly paycheck is a genuinely different exercise than
budgeting on a monthly one, and the students most likely to face the harder version are the
ones already working.

e Economics thread: Money has timing, not just amount. The same annual salary paid weekly
versus monthly produces different cash flow, different exposure to a late bill, and different
room for error. This is the first appearance of an idea that becomes explicit in Unit 3 as the
time value of money.

e Practical note: Year-to-date totals are the most underused part of a pay stub. They let a
student check whether withholding is on track, confirm how much they have actually earned,
and estimate what a full year at current hours would produce. That last calculation is often the
first time a student sees their own annual income as a number.

Day 26: Why We Pay Taxes

Focus: Federal, state, and local taxes: government revenue, public goods, and why taxes exist

Teaching Tips:

e Explain progressive tax system: higher income taxed at higher rates
e Distinguish federal income tax, state income tax, and FICA (Social Security/Medicare)
e Address misconception that higher tax bracket means all income taxed at that rate
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Discuss what tax revenue funds: infrastructure, defense, social programs
Acknowledge tax policy debates while staying non-partisan

Watch For: Tax brackets confuse everyone. Use concrete examples showing marginal taxation in
action. **Consider inviting local CPA or tax preparer as guest speaker to discuss real-world filing

scenarios.**

Economics thread: Column D names public goods, and this is the cleanest example in the
course. Some things (roads, national defense, clean air) are hard to sell individually because
you cannot easily exclude non-payers, and everyone has an incentive to let someone else pay.
Taxes exist partly to solve that problem. This explains the mechanism without arguing about
the level, which is the distinction that keeps the day teachable.

Classroom climate: Students will bring strong views, often inherited. A workable rule is that
the class examines how taxes function and what they fund as factual questions, while
questions about whether rates should be higher or lower are acknowledged as genuine
disagreements where reasonable people differ. Naming that boundary at the start of the
period is easier than enforcing it mid-argument, and it models the difference between an
empirical question and a values question.

California context: California's revenue mix differs from many states, with a comparatively
large share coming from personal income tax and a top marginal rate among the highest in
the country. One consequence worth noting neutrally is that state revenue rises and falls
sharply with the economy, which affects budgets for schools and services. Verify current
rates and revenue shares before citing figures.

Day 27: Income Tax Fundamentals

Focus: Income tax fundamentals: marginal tax rates and how progressive taxation works

Teaching Tips:

Demonstrate bracket calculation with specific numerical examples

Explain filing statuses: single, married filing jointly, head of household

Introduce standard deduction vs itemizing—most people take standard

Discuss credits vs deductions: credits reduce tax owed dollar-for-dollar

Preview that most young people qualify for free filing software

Introduce free filing options: IRS Free File for incomes under ~$80,000, VITA (Volunteer Income
Tax Assistance) sites, CalFile for California returns

Walk through actual tax filing process: gather documents (W-2, 1099s), choose filing status,
report income, claim deductions/credits, calculate tax owed or refund

Practice with simplified 1040 form using hypothetical student scenarios

Explain April 15 deadline, extensions, penalties for late filing/payment

Watch For: Marginal vs effective tax rates confuse people. Multiple examples help clarify. **Consider
tax filing simulation where students complete mock 1040 forms with provided W-2s and scenarios.**

Economics thread: Marginal reasoning is the transferable idea here, not the tax table. The
guestion is never what the whole thing costs but what the next unit costs, and that logic runs
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through overtime decisions, whether to take another class, and how much to save. Students
who understand marginal tax rates have the tool for all of it.

e Practical note: The belief that a raise can lower take-home pay by pushing someone into a
higher bracket is the most consequential misconception in this unit, because people act on it
by turning down hours or raises. Work a numerical example showing that only the income
above the threshold is taxed at the higher rate, and have students state the conclusion in their
own words.

e California context: California operates its own earned income tax credit alongside the federal
one, and a young child tax credit for qualifying families with children under six. Both are
refundable, and both are frequently unclaimed by people eligible for them. Students who know
these exist can tell their families. Verify current eligibility thresholds before presenting
specifics.

Day 28: Tax Withholding ‘

Focus: W-4 forms, withholding, and common deductions: managing your tax obligation

Teaching Tips:

e Explain W-4 determines how much tax employer withholds from paycheck

e Walk through W-4 form line by line—it looks complex but is manageable

e Discuss relationship between withholding and tax refunds/bills

e Address common errors: claiming too many allowances, not updating after life changes

e Emphasize this is a control mechanism—you choose withholding level

e Explain what tax revenues fund in California: K-12 education (largest share), higher education,
healthcare, transportation infrastructure

e Address California-specific taxes: state income tax (progressive, 1-13.3% brackets), sales tax
(~7.25% base + local), property tax (Prop 13 limits)

Watch For: W-4 forms intimidate people. Demystify by walking through actual form with realistic
scenarios.

e Cultural relevance: Many households deliberately over-withhold so the refund arrives as a
single usable sum, and it is oftenthe largest amount of money the family sees at once all year.
The standard advice to minimize your refund because it is an interest-free loan misses that this
is a savings mechanism that works for people whom other savings mechanisms have failed.
Present the trade-off honestly and let students decide, rather than framing a large refund as an
error.

e Economics thread: A refund is your own money returned without interest, which connects
directly to the mental accounting bias from Day 11. Money labeled "refund" gets spent
differently than money labeled "wages," even though it is identical. Naming that link lets
students see a bias operating on themselves in a case where the stakes are real.

e California context: The tips cite California income tax brackets, a base sales tax rate, and
Proposition 13's property tax limits. Verify all three before publication. Sales tax in particular
varies by locality, so students should look up the combined rate where they live rather than
using the state base rate.
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Day 29: Tax Filing ‘

Focus: Tax filing basics: standard versus itemized deductions, refunds, and amounts owed

Teaching Tips:

e Establish April 15 as filing deadline but extensions available

e Discuss consequences of not filing: penalties, interest, legal issues

e Introduce common credits/deductions for students: education credits, earned income credit
e Explainrecord-keeping needs: W-2s, 1099s, receipts for deductions

e Emphasize free tax preparation resources: IRS Free File, VITA programs

Watch For: Taxes feel overwhelming. Break into manageable pieces and provide resources for when
they need to file.

e Cultural relevance: Filing looks different across households. Some students already translate
documents or complete returns for their parents, some come from families that file with an
individual taxpayer identification number rather than a Social Security number, and some
households approach anything involving federal forms with caution. Teach the process and
point toward free preparation services without asking any student to describe their family's
situation.

e Practical note: Free preparation assistance is the single most actionable item in this unit.
Volunteer Income Tax Assistance sites serve people below an income threshold and are
staffed by trained preparers at no cost, and California offers its own free state filing option.
Have students locate the nearest site while they are in the room, since a resource located is
more likely to be used than a resource mentioned.

e Emotional note: Tax anxiety causes non-filing, and non-filing is worse than filing imperfectly.
Many students who work part-time will owe nothing and are entitled to a refund of what was
withheld, meaning the cost of not filing is forfeiting their own money. Say that plainly. It
reframes the task from an obligation to a claim.

Unit 2C: Building Your Financial System

Day 30: Cash Flow Management

Focus: Cash flow management: aligning income timing with expense timing

Teaching Tips:

e Explain cash flow is about timing, not just total amounts

e Discuss challenges when bills due before paychecks arrive

e Teach buffer-building strategies to smooth irregular income

e Practice creating cash flow calendar: income dates vs expense dates
e Connect to budgeting from Unit 1: cash flow is execution mechanism

Watch For: Students assume if income exceeds expenses annually, they're fine. Timing matters

enormously.
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e Economics thread: The distinction underneath this day is between having enough overall and
having enough right now. A household can be solvent across the year and still unable to cover
rent on the first, and the two problems have different solutions. Naming that difference is what
makes a cash flow calendar feel necessary rather than fussy.

e Cultural relevance: Timing problems are not evenly distributed. Weekly and biweekly pay,
irregular hours, and seasonal work all make alignment harder, and those conditions cluster in
exactly the jobs many students and their families hold. Treat cash flow management as a
response to how pay actually works rather than as a fix for poor planning.

e Practical note: A single mistimed payment can cascade. An overdraft triggers a fee, the fee
lowers the balance, and the next automatic payment fails as well. This is the concrete cost of
the timing problem and it connects directly back to the fee structures on Day 14. Students who
have seen the cascade will recognize it immediately.

Day 31: Building Realistic Budgets ‘

Focus: Building a realistic budget from actual income and real-world expenses

Teaching Tips:

e Build on Unit 1 budgeting foundations: now students have income knowledge (paychecks,
taxes) to create truly realistic budgets

e Use actual California costs: average rent for a studio apartment, realistic grocery costs,
transportation expenses, cell phone plans—research local prices together

e Practice budgeting with different income scenarios: minimum wage part-time, entry-level full-
time, and gig work with variable income

e Introduce the concept of fixed vs variable expenses and how each affects budget flexibility

e Address the reality gap: many students are surprised by how much of take-home pay goes to
necessities, especially in California

e Emphasize that budgeting is iterative—first attempts are rarely perfect, and adjustments are
normal and expected

Watch For: California cost of living can be discouraging. Acknowledge the challenge while helping
students identify strategies: roommates, geographic flexibility,income growth over time.

e Cultural relevance: For many students, a realistic budget includes money going to the
household or to relatives, and a template with no line for it quietly says that spending does not
count. Add a category for family contribution and treat it as a fixed expense, since that is how
the households making those contributions treat it.

e California context: Run one scenario at the current state minimum wage, full time, and let
students carry the annual figure through to housing. The comparison between that number and
local rent is the most useful single calculation in this unit, and it grounds the strategies in the
Watch For note rather than leaving them as reassurance.

e Economics thread: When something gets more expensive, people substitute. Roommates
instead of a solo apartment, transit instead of a car, a different neighborhood, a different city.
That is not defeat, it is the ordinary response to relative prices, and naming it gives students a
framework for the trade-offs they are about to make on paper.
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Day 32: Budgeting Systems ‘

Focus: Budgeting method comparison: 50/30/20, zero-based, and envelope, finding what fits

Teaching Tips:

e Introduce major budgeting methods: 50/30/20 rule (needs/wants/savings), envelope system
(cash-based categories), zero-based budgeting (every dollar assigned), and pay-yourself-first
approach

e Discuss digital tools: budgeting apps, spreadsheets, and bank-provided budgeting features—
emphasize that the best system is one you will actually use

e Have students experiment: try applying two different methodsto the same income scenario and
compare how each feels and what each prioritizes

e Address that different life stages and personalities suit different systems: someone with
irregular income may need a different approach than someone with a steady salary

e Connect to behavioral economics from Unit 1: some methods work better for people prone to
impulse spending, others for people who need flexibility

e Emphasize that budgeting systems should evolve as circumstances change —what works now
may not work in five years

Watch For: Students may look for the "right" method. Reinforce that personal finance is personal —the
best budget is one that actually gets followed consistently.

e Economics thread: The real value of a budgeting system is that it reduces the number of
decisions you have to make. Every unstructured spending choice costs attention, and attention
runs out. A system that assigns money in advance means fewer live decisions later, which is
why the method someone actually maintains outperforms the theoretically optimal one.

e Emotional note: Students often conclude that abandoning a budgeting method means they are
bad with money. Say directly that most people cycle through several systems, and that a
method failing is information about the fit, not about the person. This matters more than it
sounds, because the usual response to a failed budget is to stop budgeting entirely.

e Communication: Budgeting systems in adult life are usually shared, and shared systems
require agreement about categories, limits, and what counts as an exception. Ask students
how two people with different spending instincts might settle on one method. It previews a
negotiation nearly all of them will eventually have.

Day 33: Lifelong Personal Finance Learning ‘

Focus: Financial planning as a dynamic, lifelong process that changes with life circumstances

Teaching Tips:

e Discuss why financial literacy is a lifelong journey: laws change, products evolve, personal
circumstances shift, and the economy is dynamic

e Introduce trusted ongoing resources: government sites (Consumer.gov, MyMoney.gov),
nonprofit financial counseling, employer financial wellness programs

e Address information quality: how to distinguish reliable financial advice from sales pitches,
social media hype, and misinformation

e Connect to the Ten Truisms: "Financial capability is built over a lifetime, not in a single course”

e Discuss major financial milestones that will require new learning: first apartment, first full-time
job, marriage, home buying, having children, retirement planning
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e If used as FLEX day: allow students to revisit challenging concepts, complete unfinished work,
or explore topics of personal interest in greater depth

Watch For: Students may feel like they should "know everything" by the end of this course. Normalize

ongoing learning and seeking professional advice when needed.

e Economics thread: The most durable filter for financial advice is asking who benefits if you
follow it. Free advice is frequently paid for by someone, and understanding that the incentive
shapes the recommendation does more for students than any list of trustworthy sources.
Apply it in class to a social media clip and to a bank's own product page, so students see that
the test is not about spotting villains.

e Cultural relevance: Trusted information travels through family and community networks, and
for many students the first stop will always be a relative rather than a website. That is not a
problem to correct. Build onit by discussing how to check what a trusted person tells you, and
note that federal and state consumer agencies publish materials in multiple languages, which
matters for students who translate for their families.

e California context: California maintains its own financial regulator that handles consumer
complaints about many financial products and licensees, alongside the federal consumer
protection agency. Knowing that a state-level complaint channel exists is a genuinely useful
piece of adult knowledge. Verify the agency's current name and scope before publication.

Day 34: Saving v Investing and Introduction to Investments

Focus: Saving versus investing: the risk-return trade-off and the opportunity cost of each

Teaching Tips:

e Define saving: setting money aside in safe, liquid accounts (savings accounts, money market)

e Define investing: buying assets expecting growth (stocks, bonds, real estate, mutual funds)

e Introduce main asset classes briefly: stocks (ownership in companies), bonds (loans to
companies or government), mutual funds (pooled investments). Depth comes in Unit 4

e Comparerisk vs return: savings safer but lower returns; investing higher returns but more risk

e Discuss liquidity needs: emergency funds and short-term goals require savings, not investing

e Explain time horizon: investments need 5+ years to weather market volatility

e Introduce the organizing principle: save for short-term needs, invest for long-term goals

e Emphasize that investing is for long-term goals, not get-rich-quick schemes

Watch For: Students may think investing is always better because returns are higher. Emphasize that
savings serve purposes investing cannot, particularly liquidity and certainty. Some students also arrive
with misconceptions from social media about day trading or cryptocurrency. Ground the discussion in

time horizons and long-term thinking rather than dismissing their interest.

e Economicsthread: This is the right day to introduce inflation, because it answers the question
the lesson raises. If holding cash were costless, there would be no reason to accept risk.
Explain that a return roughly equals the stated rate minus inflation, so money in an account
paying less than the inflation rate loses purchasing power even as the balance grows. Keep it
to the arithmetic and let students draw the conclusion. Verify any inflation figure you cite
against Bureau of Labor Statistics or Federal Reserve data.
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e Cultural relevance: Households build wealth in different forms, including property, gold, a
family business, land in another country, or support networks that function as insurance.
Students whose families do none of what this lesson describes are not doing nothing.
Acknowledging the range keeps the day from reading as a description of one kind of family.

e Emotional note: A student who watched a parent lose money in a market downturn will hear
the risk discussion through that memory, which is loss aversion from Day 11 operating in real
time. Naming the connection lets students recognize the pattern in themselves without being
told their caution is wrong.

Day 35: Self-Employment Details ‘

Focus: Self-employment income variability, estimated taxes, and managing business expenses

Teaching Tips:

e Explain that self-employed people pay both employee and employer portions of taxes
e Discuss lack of employer benefits: health insurance, retirement, paid leave

e Address irregular income challenges and need for financial buffers

e Introduce basic record-keeping requirements for self-employed

e Connect back to earlier decision-making frameworks: trade-offs matter

Watch For: Students romanticize self-employment freedom. Balance enthusiasm with realistic
discussion of responsibilities.

e Practical note: The concrete habit that prevents the most damage is setting aside afixed share
of every payment for taxes, in a separate account,immediately on receipt. Self-employment tax
surprises people because nothing is withheld, and the bill arrives after the money is spent. Pair
this with the quarterly estimated payment schedule so students see why the set-aside has to
be automatic rather than intentional.

e Economicsthread: The true cost of self-employment includes what you give up by not being an
employee. Health insurance, an employer retirement match, paid leave, and unemployment
coverage all have value, and a self-employed person buys them back or goes without. A higher
hourly rate can still leave someone worse off once those are counted, which is the same total-
compensation reasoning from Day 20.

e Cultural relevance: Students who work in a family business often see money and records
handled informally, with business and household funds mixed. Rather than treating that as a
failure, teach why separation helps: it makes taxes accurate, expenses provable, and the
business's actual profitability visible. Framing it as clarity rather than compliance lands better.

Day 36: Unit Synthesis

Focus: Connecting career, income, taxes, and banking across the full financial system

Teaching Tips:

e Synthesize Unit 2 journey: from career exploration and employment types through paychecks
and taxes to building a complete financial management system

e Facilitate discussion: what was most surprising about how paychecks and taxes work? What
changed about how you think about earning and managing money?

e Connect the three sub-units: understanding employment (2A) leads to understanding your
paycheck (2B) which feeds into your financial system (2C)
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e Preview Unit 3: now that students understand earning and managing income, Unit 3 addresses
how interest and credit work—both for building wealth and as costs of borrowing

e Address that building financial systems is ongoing work —the tools and knowledge from this
unit provide a foundation to build on throughout life

e Emphasize connections between career choices, income, taxes, and long-term financial
outcomes—these are not separate topics but an integrated system

Watch For: Synthesis requires higher-order thinking. Guide students to make connections rather than

just listing facts they remember.

e Economics thread: The point of the synthesis is that these were never separate topics. A
career choice sets income, income sets tax liability, what remains sets what a budget can hold,
and the account structure determines whether the plan survives contact with a bad month.
Have students trace one dollar from an employer through to a savings goal, naming every place
it is reduced or redirected.

e Communication: Ask students to explain their financial system to a partner in two minutes, as
if the partner were a younger sibling. Explaining is a harder test than listing, and the gaps
surface immediately.

e Emotional note: Some students will finish this unit having realized their intended path does not
currently pencil out. That realization is valuable but should not be where the unit ends. Close by
naming what is still adjustable: income, timeline, location, education route, and the fact that
they are seeing this at seventeen rather than at thirty.

Content Knowledge Review for Teachers

This section provides comprehensive content knowledge supporting Unit 2 instruction. Teachers
can reference these sections to deepen understanding of topics covered in the day-by-day teaching
notes.

This section provides comprehensive content knowledge on the key concepts in Unit 2. Use this as
your reference when planning lessons, answering student questions, or deepening your own
understanding. Each topic includes both conceptual explanations and practical applications.

Quick-reference note: Day references beneath each topic heading identify the lessons in this unit that the
section most directly supports.

Current-Year Check: Rates, thresholds, contribution limits, benefit amounts, application deadlines, and
program rules can change. Verify time-sensitive figures using the relevant official source before instruction;
the conceptual explanations below are intended to remain useful even when those figures change.

Employment Types and Income Sources

Supports Days 19-20, 23, and 35.

Understanding different types of employment and income sources is foundational to financial
planning. The traditional model of a single full-time job with one employer throughout a career has
largely disappeared. Contemporary workers often have multiple income streams, change jobs
frequently, and move between different employment types throughout their working lives. Students
entering the workforce need to understand these various arrangements and their implications.
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The most common employment type is W-2 employment, where someone works as an employee
for an organization. The employer withholds taxes from paychecks, pays the employer portion of
Social Security and Medicare taxes, and typically provides benefits such as health insurance,
retirement contributions, and paid time off. Employees receive a W-2 form at year-end summarizing
their earnings and tax withholdings. This arrangement offers stability and benefits but less
flexibility and autonomy. The employer controls work schedules, methods, and typically provides
necessary equipment and training. For most young people entering the workforce, W-2 employment
represents their initial income source.

Independent contractors, in contrast, are self-employed individuals who provide services to clients
or businesses. They receive 1099 forms instead of W-2s. The client does not withhold taxes;
contractors are responsible for paying their own income tax and self-employment tax (both the
employee and employer portions of Social Security and Medicare). Independent contractors have
more control over how and when they work but receive no employer benefits. They must provide
theirown healthinsurance, save for retirement independently, and have no paid time off. Income is
often irregular. Common examples include freelance writers, graphic designers, consultants,
rideshare drivers, and many gig economy workers. The flexibility appeals to many, but the lack of
benefits and irregular income create financial planning challenges.

Self-employment encompasses running one's own business, whether as a sole proprietor,
partnership, or small corporation. This might mean providing services (like contractors) or selling
products. Self-employed individuals have maximum autonomy but also maximum responsibility.
They must handle all business operations: marketing, sales, service delivery, bookkeeping, tax
compliance, and more. Income can be highly variable, especially when starting. Initial investments
may be required. The potential rewards include unlimited income potential and complete control,
but the risks include business failure, irregular income, and significant time demands. Most new
businesses fail within their first few years, so entrepreneurship requires realistic risk assessment
and financial planning.

Passive income represents earnings with minimal ongoing effort after initial setup. Examples
include rental income from property, dividends and interest from investments, royalties from
creative works, and income from automated online businesses. True passive income is relatively
rare—most income sources require ongoing work. But building income sources that generate
money with reduced active effort provides financial resilience and potential for wealth
accumulation. Young people are typically years away from significant passive income, but
understanding the concept helps them make long-term financial decisions. For instance, choosing
to invest in dividend-paying stocks rather than spending discretionary income plants seeds for
future passive income.

Many people, especially those early in their careers or during economic uncertainty, maintain
multiple income sources simultaneously. Someone might have a primary W-2 job while freelancing
on evenings or weekends, running a small side business, or earning passive income from
investments. This diversification provides financial security —losing one income source doesn't
mean losing all income. It also enables faster progress toward financial goals and provides testing
ground for potential career transitions. However, multiple income streams create complexity in
time management, tax filing, and financial planning. Students should understand both the benefits
and challenges of income diversification.

When starting a job, employees complete Form W-4 (Employee's Withholding Certificate), which
tells employers how much federalincome tax to withhold from each paycheck. The 2020 redesign
simplified the W-4 significantly, eliminating the old "allowances" system that confused many
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people. The current form asks straightforward questions: filing status (single, married filing jointly,
etc.), whether you have multiple jobs or your spouse works, number of dependents, and any
additional withholding or deductions you want to claim. California has a similar DE 4 form for state
tax withholding.

Understanding W-4 is empowering because it gives you control over cash flow. Withhold too little
and you'll owe taxes when filing (possibly with penalties); withhold too much and you'll receive a
large refund, which feels like a windfall but actually represents giving the government an interest-
free loan of your money all year. Many people prefer large refunds as "forced savings," but this
money could have been earning interest in a high-yield savings account or reducing high-interest
debt throughout the year. Neither approach is inherently wrong—it depends on individual financial
management capabilities and preferences. The key is making an informed choice rather than
accepting default withholding without understanding the implications.

Understanding Paychecks: From Gross to Net

Supports Days 24-25. ‘

The difference between gross income and net take-home pay surprises many first-time workers.
Someone offered a job at $15 per hour working 40 hours per week might calculate they'llearn $600
weekly or $31,200 annually. But their actual paychecks will be significantly smaller—perhaps $450-
480 per week depending on tax situation and deductions. Understanding this gap is essential for
realistic budgeting and financial planning.

Gross pay is the starting point—total earnings before any deductions. For hourly workers, gross pay
equals hours worked times hourly rate, plus any overtime pay (typically 1.5 times regular rate for
hours beyond 40 per week). For salaried employees, gross pay is the annual salary divided by
number of pay periods. If someone earns $50,000 annually and is paid biweekly (26 pay periods
per year), each paycheck shows $1,923.08 in gross pay before deductions. This is the number used
in job offers and discussions about compensation, but it's not what employees actually receive.

Federal income tax withholding is the first major deduction. The amount withheld depends on
earnings level, filing status, and allowances claimed on the W-4 form. Employers use IRS
withholding tables to calculate how much to withhold from each paycheck. The goal is to withhold
approximately what the employee will owe in annual federal income tax, so there's neither a large
refund nor a large bill at tax time. However, withholding is an estimate —actual tax liability is
calculated when filing the annual tax return. If too much was withheld throughout the year, the
taxpayer receives a refund. If too little was withheld, they owe additional tax when filing. For
someone earning $15 per hour, federal income tax withholding might be $60-80 per paycheck
depending on filing status and allowances.

FICA taxes (Federal Insurance Contributions Act taxes) fund Social Security and Medicare. These
are separate from income tax and calculated differently. Social Security tax is 6.2% of gross pay up
to an annual cap ($168,600 for 2024, adjusted annually). Medicare tax is 1.45% of all gross pay
with no cap. Together, FICA taxes take 7.65% of most workers' gross pay. Importantly, employers
pay matching amounts—another 7.65% that employees never see but that's part of their
compensation's total cost. For our $600 weekly gross pay example, FICA withholding is about $46
per paycheck. FICA is mandatory and appears on every paycheck for W-2 employees. Self-
employed individuals pay both the employee and employer portions (15.3% total) which is called
self-employment tax.
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State income tax (in states that have it) works similarly to federal income tax. Rates vary by state
from 0% (states with no income tax like Texas, Florida, Washington) to over 13% (California for high
earners). Most states have lower rates than federal. Like federal withholding, state withholding is
an estimate based on expected annual liability. Some cities and counties also impose local income
taxes. These combined tax withholdings (federal, FICA, state, and local) typically consume 20-30%
of gross pay for most workers, more for high earners, less for very low earners due to progressive
tax structures.

Beyond mandatory tax withholdings, many employees have voluntary deductions. Health insurance
premiums are common—employers typically require employees to pay part of the premium cost
through paycheck deductions. Retirement contributions to 401 (k) or similar plans are deducted
pre-tax, reducing taxable income while building retirement savings. Some people have deductions
for dental or vision insurance, life insurance, disability insurance, flexible spending accounts for
healthcare or dependent care, union dues, or charitable contributions. These voluntary deductions
increase the gap between gross and net pay but provide valuable benefits. They also reduce
taxable income in many cases, providing tax advantages.

Net pay (also called take-home pay) is what remains after all deductions and appears on the actual
paycheck or direct deposit. This is the amount available for budgeting, spending, and saving. For
someone with $600 weekly gross pay, net pay might be $450-480 depending on tax situation and
voluntary deductions. That $§120-150 difference between gross and net is over $6,000 annually—
substantial money that many people underestimate when budgeting. Teaching students to budget
based on net pay rather than gross prevents the common mistake of overspending based on
inflated income expectations.

The U.S. Tax System: Fundamentals for Financial Planning

Supports Days 26-29. ‘

Understanding income taxes is essential for financial literacy, yet the U.S. tax system is notoriously
complex. For most young adults starting their careers, tax obligations are relatively straightforward,
but building foundational knowledge early prevents costly mistakes and enables strategic financial
planning. California residents face both federal and state income taxes, making tax literacy
particularly important.

Income taxes fund government services at federal, state, and local levels. Federal income taxes
support national defense, Social Security, Medicare, Medicaid, education programs, infrastructure,
and federal agencies. California state income tax primarily funds K-12 education (roughly 40% of
the state budget), higher education, healthcare programs including Medi-Cal, transportation
infrastructure, and public safety. Understanding what taxes fund helps contextualize why we pay
them—these aren't arbitrary government takings but payment for collective services individuals
couldn't efficiently provide themselves.

Both federal and California state income taxes use progressive rate structures, meaning higher
portions of income face higher tax rates. This is frequently misunderstood. If you're in the 22%
federal tax bracket, that doesn't mean all your income is taxed at 22%—only the portion above a
certain threshold. Lower portions of income face lower rates. For example, in 2024, a single filer
with $50,000 taxable income pays 10% on the first $11,000, 12% on income from $11,001 to
$44,725, and 22% on income from $44,726 to $50,000. The effective tax rate (total tax divided by
totalincome) is much lower than the marginal rate (rate on the last dollar earned). California uses
similar progressive brackets ranging from 1% to 13.3%, with the highest rates applying only to very
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high incomes. Teaching students to understand marginal vs. effective rates prevents the common
misconception that earning more money could result in taking home less due to higher tax
brackets—this virtually never happens because only the incremental income faces the higher rate.

The critical misunderstanding involves marginal versus effective tax rates. In a progressive system,
only the income within each bracket is taxed at that bracket's rate —not all income. If someone
earns $50,000, they don't pay 22% on the entire $50,000. They pay 10% on the first $11,600, 12% on
income from $11,600 to $47,150, and 22% only on the amount from $47,150 to $50,000. Their
effective tax rate (total tax divided by total income) is much lower than their marginal rate, around
11% rather than 22%.

This distinction matters enormously for decision-making. People sometimes decline raises or
promotions because they fear "moving into a higher tax bracket" will cost them money. This is
almost never true. If someone earning $47,000 receives a $5,000 raise to $52,000, only the income
over $47,150 is taxed at the higher 22% rate—about $4,850 at 22% instead of 12%. The raise
increases their tax bill by roughly $485, but they still net $4,515 more income. Moving into a higher
bracket is financially beneficial because only the additional income is taxed at the higher rate. The
existing income continues being taxed at lower rates. Understanding this eliminates one of the
most common and costly misconceptions about taxation.

Deductions reduce taxable income, while credits reduce tax owed. The distinction is important
because credits are generally more valuable dollar-for-dollar. A $1,000 deduction saves someone in
the 22% bracket $220 in taxes ($1,000 x 22%). A $1,000 credit reduces their tax bill by the full
$1,000 regardless of tax bracket. The standard deduction is an amount everyone can subtract from
income before calculating tax. For 2024, the standard deduction is $14,600 for single filers. This
means a single person earning $30,000 only pays tax on $15,400 ($30,000 - $14,600). Most
taxpayers take the standard deduction because it's simpler and larger than their itemized
deductions would be. Itemizing makes sense only if deductible expenses (mortgage interest,
charitable donations, state/local taxes, medical expenses exceeding a threshold) exceed the
standard deduction.

Common tax credits include the Earned Income Tax Credit (EITC) for low-to-moderate income
workers, Child Tax Credit for families with children, and American Opportunity Tax Credit or
Lifetime Learning Credit for education expenses. These credits can substantially reduce tax bills or
generate refunds even when little tax was withheld. Students from low-income families or those
supporting themselves should understand available credits because they represent significant
financial benefits many people miss by not filing returns or not claiming credits they're eligible for.

Tax filing is required for most people who earn income above certain thresholds. The deadline is
April 15 (or the next business day if April 15 falls on a weekend or holiday). Failure to file can result
in penalties, interest charges, and legal consequences. Extensions are available for filing
paperwork, but any tax owed must still be paid by the April deadline to avoid interest charges. For
young people with simple tax situations (only W-2 income, standard deduction, few or no credits)
filing is straightforward and often free through IRS Free File program or tax preparation software.
The IRS also sponsors Volunteer Income Tax Assistance (VITA) sites where trained volunteers
provide free tax preparation for people earning below certain thresholds.

Tax planning involves legal strategies to minimize tax liability. Common strategies include:
contributing to tax-advantaged retirement accounts like 401(k)s or IRAs, which reduce taxable
income; timing income and deductions when possible to optimize tax brackets; taking advantage
of education credits when paying tuition; and contributing to Health Savings Accounts if eligible.
Good tax planning is legal and ethical—it's using the tax code as written to minimize one's tax
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burden. Tax evasion—deliberately not reporting income or falsely claiming deductions—is illegal
and carries serious penalties including fines and imprisonment. Teaching students this distinction
helps them understand they can optimize their tax situation through planning while staying well
within legal bounds.

Cash Flow Management: Timing Income and Expenses

Supports Days 30-32. ‘

Cash flow management is the process of tracking, analyzing, and optimizing the timing of money
coming in and going out. Many people focus exclusively on total income versus total expenses—
ensuring income exceeds spending over a year or month. But timing matters enormously. Having
sufficient annual income doesn't help if rent is due tomorrow and the paycheck arrives next week.
Cash flow problems cause financial distress even for people with adequate total income.
Understanding and managing cash flow prevents these timing problems.

Positive cash flow means more money coming in than going out during a specific period. Negative
cash flow means expenses exceed income during that period. Most people experience fluctuating
cash flow—positive some periods, negative others—rather than perfectly matched income and
expenses every day or week. The challenge is ensuring that when negative cash flow periods occur,
you have reserves to cover the gap. Without reserves, negative cash flow creates crises: overdraft
fees, inability to pay bills on time, borrowing at high interest rates, or difficult choices between
necessities.

Income timing varies by employment type and pay frequency. Most employees are paid weekly,
biweekly (every two weeks), or monthly. Biweekly is most common in the U.S, resulting in 26 pay
periods per year. Monthly means 12 pay periods annually. The same annual income produces very
different cash flow patterns depending on pay frequency. Someone earning $36,000 annually
receives roughly $3,000 monthly if paid monthly, $1,385 biweekly, or $692 weekly. Bills typically
come monthly—rent, utilities, insurance, subscriptions—creating a mismatch with non-monthly pay
cycles. Freelancers and business owners often face irregular income (great month followed by
slow months) creating additional cash flow complexity.

Expense timing varies as well. Some expenses occur regularly and predictably: rent on the first of
each month, car payment on the 15th, insurance premium every six months. Others arrive
irregularly: car repairs, medical bills, holiday expenses, annual subscriptions. Some expenses are
truly regular but occur at frequencies different from pay cycles—weekly grocery shopping when
paid monthly, monthly bills when paid biweekly. This mismatch between income and expense
timing creates the need for cash flow management.

A cash flow calendar or plan helps visualize timing issues. List expected income dates and
amounts alongside expense due dates and amounts across several months. This reveals patterns:
weeks when multiple bills cluster, creating high demand for cash; periods with no bills due before
the next paycheck; times when paycheck arrives just before or after major expenses. With this
visibility, you can plan proactively. If you know big expenses will cluster three weeks from now but a
paycheck arrives two weeks from now, you can set aside money from that paycheck to cover
upcoming bills. Without planning, you might spend too much early in the pay period, leaving
insufficient funds when bills come due.

Several strategies help smooth cash flow mismatches. First, build a cash buffer—an amount kept in
checking that covers a week or two of expenses. This cushion absorbs timing mismatches and
prevents overdrafts when expenses arrive before paychecks. Even $200-500 buffer dramatically

California Council on Economic Education Page 66



CAPFIT — california Personal Finance Instructional Toolkit TEACHER GUIDE

reduces cash flow stress. Second, time controllable expenses strategically. If you're paid on the
15th and 30th but rent is due on the 1st, plan other major purchases for after paychecks rather than
just before when the account is lowest. Third, negotiate due dates on bills when possible. Credit
cards typically let you choose payment due dates; selecting dates right after paychecks arrive
smooths cash flow. Utility companies and loan servicers sometimes accommodate reasonable due
date requests.

Fourth, separate fixed obligations from discretionary spending. When a paycheck arrives,
immediately set aside money for upcoming fixed expenses—rent, car payment, insurance—either
mentally or by transferring to a separate account. What remains is available for variable expenses
like food, entertainment, and discretionary purchases. This prevents accidentally spending rent
money on restaurant meals early in the pay cycle. Fifth, adjust for irregular income through
averaging. If you're self-employed with variable monthly income, calculate average monthly income
over six months or a year. Budget based on this average rather than the current month's actual
income. During high-income months, save excess; during low months, draw from savings. This
smooths irregular income into more predictable cash flow.

Failing to manage cash flow has concrete consequences. Overdraft fees add up quickly —$35 per
transaction means a few mistimed expenses can cost hundreds of dollars in fees. Late payment
fees on bills damage credit scores and waste money. People sometimes take high-interest payday
loans or credit card cash advances to bridge cash flow gaps, creating expensive new problems.
Some avoid paying bills completely, leading to service shutoffs, collections, and serious credit
damage. All of these can be prevented through proactive cash flow management.

Teaching cash flow management requires moving beyond monthly budgets to consider shorter
time horizons. Have students create cash flow calendars for actual scenarios showing specific
paycheck dates and bill due dates. Practice identifying potential problems (weeks when major bills
cluster without adequate paycheck support) and developing solutions. Emphasize that cash flow
management is about timing and planning, not just total amounts. Someone who earns enough but
manages cash flow poorly will struggle. Someone with modest income but good cash flow
management will function smoothly. For students entering the workforce, cash flow management
is among the most immediately practical and valuable skills they'll learn.

Job Search and Career Entry Skills

Supports Days 21-22. ‘

The job search process has evolved significantly with technology, but fundamental skills remain
constant. Modern job searches combine online applications through company websites and
platforms like Indeed or LinkedIn with traditional networking and personal referrals—which still
account for a significant portion of successful hires. Students should understand that submitting
applications is a numbers game requiring persistence; a 5-10% response rate is typical, not a
reflection of personal worth. Effective resumes for entry-level positions should be concise (one
page), highlight relevant skills and experiences even if from school or volunteer work, and be
tailored to each position rather than generic. Social media presence matters professionally —
employers commonly review candidates' online profiles, so students should ensure their public
presence reflects professionalism. Interview preparation includes researching the company,
preparing answers to common questions (strengths, weaknesses, why this position), and
developing thoughtful questions to ask interviewers. When evaluating job offers, students should
look beyond salary to consider total compensation: health insurance, retirement contributions, paid
time off, schedule flexibility, commute costs, and growth opportunities. Entry-level positions rarely
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offer much negotiation room on salary, but students can ask about start dates, schedule
preferences, or professional development opportunities. The key is approaching negotiations
professionally and graciously—being willing to accept "no" without damaging the relationship. First
impressions and professional communication throughout the process significantly impact
outcomes.

Understanding Form W-4 and Tax Withholding

Supports Day 28. ‘

Form W-4 is the IRS document employees complete when starting a new job to determine how
much federal income tax their employer withholds from each paycheck. The form looks
intimidating but serves a straightforward purpose: it tells your employer how much to set aside for
taxes based on your expected annual income and personal situation. The 2020 W-4 redesign
simplified the process, eliminating "allowances" in favor of more intuitive questions about
dependents, other income, and deductions. Single workers with one job typically complete just
Steps 1 (personal information) and 5 (signature), resulting in standard withholding. Workers with
multiple jobs, working spouses, or dependents need to complete additional sections to ensure
accurate withholding. The W-4 doesn't get submitted to the IRS—your employer keeps it and uses it
to calculate withholding. Students should understand the relationship between withholding and tax
outcomes: withhold too little and you'll owe money at tax time (possibly with penalties); withhold
too much and you'll get a refund. Neither outcome is inherently good or bad—it depends on
individual financial management preferences. Many people like large refunds as "forced savings,’
but this means giving the government an interest-free loan rather than having access to your own
money throughout the year. Others prefer maximizing take-home pay and setting aside tax money
themselves. Life changes requiring W-4 updates include marriage, divorce, having children, taking
second jobs, or significant income changes. The IRS provides a Tax Withholding Estimator tool
online to help people optimize their withholding. For students' first jobs, default withholding is
usually appropriate, but understanding the W-4 empowers informed choices rather than confused
form-signing.

Tax Filing Basics: Status, Deductions, and Credits

Supports Day 29. ‘

Most people must file income tax returns annually if their income exceeds certain thresholds
($13,850 for single filers in 2024, adjusted annually for inflation). The deadline is April 15 (or the
next business day if April 15 falls on a weekend or holiday). Extensions are available, extending the
filing deadline to October 15, but this only extends time to file paperwork, not time to pay taxes
owed—estimated taxes must still be paid by April 15 to avoid penalties.

Filing involves several steps: gathering documentation (W-2s from employers, 1099 forms for
contract work or investment income, receipts for deductible expenses if itemizing), choosing filing
status (single, married filing jointly, married filing separately, head of household, or qualifying
widow(er)), reporting all income, claiming either standard deduction or itemizing deductions,
claiming any tax credits you qualify for, calculating total tax owed, comparing to amount already
withheld, and either paying additional tax owed or receiving a refund of overpayment.

For most young adults early in their careers, filing is relatively simple: W-2 income, standard
deduction, maybe education credits if in college, and either a small refund or small payment. As
financial situations become more complex (self-employment income, investment income,
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homeownership, dependents), filing becomes more complicated, but the basic process remains the
same.

Tax filing requires understanding several key concepts beyond basic income reporting. Filing status
significantly affects tax calculations—the main statuses are Single, Married Filing Jointly, Married
Filing Separately, Head of Household, and Qualifying Widow(er). Most students will file as Single
initially. Married couples usually benefit from filing jointly, but specific situations might favor
separate filing. Head of Household status applies to unmarried people supporting dependents and
offers better rates than Single status.

The standard deduction is a fixed amount that reduces taxable income, adjusted annually for
inflation ($13,850 for Single filers in 2023, $27,700 for Married Filing Jointly). Most people—
especially those early in their careers—take the standard deduction rather than itemizing because
they lack sufficient deductible expenses. Itemizing makes sense only when deductible expenses
(mortgage interest, charitable contributions, state/local taxes up to $10,000, medical expenses
exceeding 7.5% of income) exceed the standard deduction.

Understanding the difference between deductions and credits is crucial: deductions reduce taxable
income, while credits reduce tax owed dollar-for-dollar. A $1,000 deduction saves you $220 if you're
in the 22% tax bracket; a $1,000 credit saves you $1,000 in taxes. Common credits for young adults
include education credits (American Opportunity Credit, Lifetime Learning Credit), Earned Income
Tax Credit for lower-income workers, and retirement savings contributions credit.

The tax filing deadline is April 15 (or next business day if April 15 falls on a weekend or holiday).
Extensions are available but only extend filing time, not payment time—estimated taxes owed must
still be paid by April 15 to avoid penalties. Most students and young adults qualify for free tax filing
through IRS Free File or commercial software free tiers. The filing process involves reporting all
income (W-2s from employers, 1099s from contract work), claiming standard or itemized
deductions, calculating credits, and determining whether you owe additional tax or receive a refund
based on what was already withheld.

The topics in Unit 2 are fundamentally practical—students will directly use these skills throughout
their lives. Your role is ensuring they understand both how to perform specific tasks (reading pay
stubs, managing accounts, calculating interest) and the underlying systems (tax structure, banking
economics, compound growth). Return to this content knowledge as you plan lessons and as
questions arise. The procedural knowledge is easier to teach through demonstration and practice.
The conceptual knowledge often requires discussion, examples, and helping students connect
ideas to their actual financial decisions. Together, these create genuine financial literacy that
enables successful navigation of the financial system.

Saving Versus Investing: Understanding the Difference

Supports Day 34. ‘

Saving and investing are both essential components of a healthy financial plan, but they serve
different purposes and carry different levels of risk. Understanding when and how to use eachis a
fundamental financial skill.

Saving refers to setting aside money in secure, easily accessible accounts—typically savings
accounts, money market accounts, or certificates of deposit (CDs). Savings are appropriate for
short-term goals (1-3 years), emergency funds, and money you cannot afford to lose. The trade-off
is lower returns: savings accounts may earn 0.5-5% APY depending on market conditions, which
may or may not keep pace with inflation.
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Investing means putting money into assets—stocks, bonds, mutual funds, ETFs, real estate—with
the expectation of growth over time. Investments carry risk: values can decline, sometimes
significantly. However, historically, diversified stock market investments have returned roughly 7-
10% annually over long periods. Investing is appropriate for long-term goals (5+ years) where you
can ride out market fluctuations.

The key distinction is the trade-off between security and growth potential. A practical approach for
most people: build an emergency fund in savings first, then begin investing for long-term goals like
retirement. The earlier someone begins investing, the more time compound growth has to work—a
theme that Unit 3 will explore in depth.

Unit 2 Student Vocabulary

1099 form — A tax document reporting income you earned as an independent contractor or from
other non-employment sources, where taxes were not withheld by a payer.

401(k) - An employer-sponsored retirement savings account that allows you to contribute pre-tax
money from your paycheck, often with an employer match.

50/30/20 rule — A budgeting guideline that suggests spending roughly 50% of after-tax income on
needs, 30% on wants, and 20% on savings and debt repayment.

Apprenticeship — A paid training program where you learn a skilled trade through on-the-job
experience combined with classroom instruction.

Benefits — Non-wage compensation provided by an employer, such as health insurance, retirement
contributions, paid time off, and disability coverage.

Biweekly pay — A pay schedule in which you receive a paycheck every two weeks, resulting in 26
pay periods per year.

Bond — A type of investment where you lend money to a company or government in exchange for
regular interest payments and the return of your principal at a set date.

CalFile — California’s free online tax filing system for state income tax returns.

Cash flow — The timing and movement of money coming in (income) and going out (expenses)
over a specific period.

Cash flow calendar — A planning tool that maps out when income arrives and when bills are due,
helping you avoid shortfalls between paychecks.

Deduction (tax) — An amount subtracted from your gross income before your tax is calculated,
which lowers the amount of income subject to tax.

Direct deposit — An electronic transfer of your paycheck directly into your bank account,
eliminating the need for a paper check.

Diversification — Spreading your money across different types of investments to reduce the risk
that a loss in one area will significantly hurt your overall finances.

Earned Income Tax Credit (EITC) — A federal tax credit for low-to-moderate income workers that
can reduce taxes owed or result in a refund.

Effective tax rate — The actual percentage of your total income that you pay in taxes after
accounting for all brackets, deductions, and credits.

Emergency fund - Money set aside in a safe, accessible account to cover unexpected expenses
like car repairs or medical bills, typically targeting three to six months of living expenses.
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Employer match — A benefit where your employer contributes money to your retirement account
based on how much you contribute, essentially giving you free money for saving.

Entrepreneurship — Starting and running your own business, taking on financial risk in exchange
for the potential of profit and independence.

Envelope system — A cash-based budgeting method where you divide money into physical or
virtual envelopes for different spending categories and stop spending in a category when its
envelope is empty.

Estimated taxes — Quarterly tax payments that self-employed individuals must make to the IRS and
state because no employer is withholding taxes from their income.

FICA (Federal Insurance Contributions Act) — The payroll taxes that fund Social Security (6.2% of
gross pay) and Medicare (1.45% of gross pay), paid by both employees and employers.

Filing status — A category on your tax return (such as Single, Married Filing Jointly, or Head of
Household) that affects your tax brackets, standard deduction, and eligibility for certain credits.

Freelancing — Working independently for multiple clients rather than as an employee of a single
company, typically as an independent contractor.

Gig economy — A labor market characterized by short-term, flexible, or freelance work rather than
traditional permanent employment.

Gross pay — Your total earnings before any taxes or other deductions are taken out.

Head of Household — A tax filing status for unmarried individuals who pay more than half the cost
of maintaining a home for a qualifying dependent.

Hourly wage — A rate of pay calculated per hour worked, where your total pay depends on the
number of hours you work.

Independent contractor — A self-employed worker who provides services to a client or company
but is not considered an employee, receiving a 1099 form instead of a W-2.

Investing — Putting money into assets like stocks, bonds, or real estate with the expectation that
their value will grow over time, accepting some risk in exchange for potential returns.

IRS (Internal Revenue Service) — The federal government agency responsible for collecting taxes
and enforcing tax laws.

IRS Free File — A program offering free federal tax preparation and filing software for individuals
with income below a certain threshold.

Itemized deductions - A list of specific eligible expenses (such as mortgage interest or large
medical bills) that you can subtract from your income instead of taking the standard deduction.

Liquidity — How quickly and easily an asset or account can be converted to cash without losing
value.

Marginal tax rate — The tax rate applied to the last dollar of your income; in a progressive tax
system, this is the rate of the highest bracket your income reaches.

Medicare — A federal health insurance program primarily for people age 65 and older, funded partly
through payroll taxes (1.45% of gross pay from both employee and employer).

Mutual fund — An investment that pools money from many investors to buy a diversified mix of
stocks, bonds, or other assets, managed by a professional fund manager.

Net pay — Your take-home pay after all taxes, insurance premiums, retirement contributions, and
other deductions have been subtracted from gross pay.
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Overtime pay — A higher rate of pay (typically 1.5 times your regular hourly rate) required by law for
hours worked beyond a set threshold; in California, overtime applies after 8 hours in a day or 40
hours in a week.

Passive income — Earnings from sources that require minimal ongoing effort after initial setup,
such as rental income, investment dividends, or royalties.

Pay period — The recurring time frame for which an employee is paid, such as weekly, biweekly,
semi-monthly, or monthly.

Pay stub — A document accompanying your paycheck that itemizes your gross pay, all deductions,
and your net pay for a specific pay period and year-to-date.

Payroll tax — Taxes automatically deducted from your paycheck to fund specific government
programs, primarily Social Security and Medicare (FICA).

Progressive tax system — A tax structure in which tax rates increase as income increases, so
higher earners pay a higher percentage on their additional income.

Revenue — The total amount of money a business takes in from selling goods or services, before
subtracting any expenses.

Salary — A fixed annual amount of pay, typically divided into equal payments each pay period,
regardless of the number of hours worked.

Saving — Setting aside money in secure, easily accessible accounts like savings accounts or CDs
for short-term goals, emergencies, or future needs.

Social Security — A federal program that provides retirement, disability, and survivor benefits,
funded through payroll taxes (6.2% of gross pay from both employee and employer, up to an
annual cap).

Standard deduction — A fixed dollar amount set by the IRS that reduces your taxable income; most
people take the standard deduction rather than itemizing.

Stock — A share of ownership in a company; when you buy stock, you own a small piece of that
company and may benefit if its value increases or it pays dividends.

Tax bracket — A range of income that is taxed at a specific rate in a progressive tax system; only
the income within each bracket is taxed at that bracket’s rate.

Tax credit - An amount subtracted directly from the taxes you owe, reducing your tax bill dollar-for-
dollar, which is generally more valuable than a deduction of the same amount.

Tax refund — Money returned to you by the government when the total taxes withheld from your
paychecks during the year exceed the actual tax you owe.

Tax withholding — The portion of your paycheck that your employer sends directly to the
government on your behalf to cover your estimated income tax obligation.

VITA (Volunteer Income Tax Assistance) — A program offering free tax preparation help to people
who generally earn $64,000 or less, persons with disabilities, and limited English-speaking
taxpayers.

W-2 form — A tax document your employer provides annually, reporting your total wages earned
and taxes withheld during the year.

W-4 form — An IRS form you complete when starting a new job that tells your employer how much
federal income tax to withhold from your paychecks.

Year-to-date (YTD) — The cumulative total of your earnings or deductions from the beginning of
the calendar year through the current pay period, shown on your pay stub.

California Council on Economic Education Page 72



CAPFIT — california Personal Finance Instructional Toolkit TEACHER GUIDE

Unit 3: Understanding Credit and Major

Financial Purchase Decisions

21 Instructional Days — Weeks 8-12

In This Unit

Jump to any section or day. Underlined entries are navigation links.

Unit Overview

Purpose and Positioning

What Students Will Accomplish
Pedagogical Approach

Unit Essential Questions
Big Ideas
Unit Flow and Progression

Unit 3A: Understanding Interest and Credit (Days 37 to 44)

Day 37: Interest and Compound Interest
Day 38: Savings Strategies

Day 39: Starting Early Advantage
Day 40: Overview of Credit

Day 41: Compounding Against You
Day 42: Credit Reports and Scores
Day 43: Credit Score Factors

Day 44: Building Credit Responsibly

Unit 3B: Loan Types and Tools for Purchases (Days 45 to 52)

Day 45: Credit Cards

Day 46: Auto Loans

Day 47: Car Purchase Decisions
Day 48: Car Buying Choices

Day 49: True Cost of Car Ownership
Day 50: Renting An Apartment

Day 51: Mortgage Loans
Day 52: Housing Decisions

Unit 3C: Funding College or Workforce Training (Days 53 to 57)

Day 53: Student L oans & Personal Loans

Day 54: Student Loan Details
Day 55: College Costs

Day 56: Free Money For College
Day 57: FAFSA

Teacher Reference

Content Knowledge Review for Teachers
Unit 3 Student Vocabulary

Return to Table of Contents | Next: Unit 4

California Council on Economic Education Page 73



CAPFIT — california Personal Finance Instructional Toolkit TEACHER GUIDE

Unit Overview

Purpose and Positioning

Unit 3 addresses two of the most consequential areas of personal finance: how interest and credit
work, and how to make informed decisions about major purchases. The unit is organized into three
sub-units that build logically: understanding interest and credit fundamentals (3A), applying that
knowledge to loan types and major purchases (3B), and funding education and workforce training
(3C). Students first learn how compound interest works both for and against them, then explore the
credit system, before tackling the specific financial decisions they will face in the coming years—
vehicles, housing, and education financing.

What Students Will Accomplish

e Understand how simple and compound interest work in both savings and debt contexts

e Recognize the dramatic advantage of starting to save and invest early

e Explain how credit works, including the difference between installment and revolving credit
e Interpret credit reports and understand the factors that determine credit scores

e Develop strategies for building and maintaining good credit

e Evaluate credit card offers and understand the true cost of credit card debt

e Analyze the total cost of vehicle ownership beyond the purchase price

e Compare renting versus buying housing and understand mortgage basics

e Navigate the college financing landscape including loans, grants, scholarships, and FAFSA

e Apply critical thinking to major financial purchase decisions using California-specific context

Pedagogical Approach

This unit relies heavily on concrete calculations and real-world scenarios. Students work with
actual interest rates, current California housing and vehicle costs, and genuine financial aid tools.
The progression from understanding interest mechanics to applying them in credit and purchase
decisions ensures students see the direct connection between abstract financial concepts and the
choices that will shape their financial lives. Where possible, use calculators and online tools to
make compound interest, amortization, and total cost calculations tangible.

Essential Questions and Big Ideas

Unit Essential Questions

e How does compound interest work both for and against me?

e What do | need to understand about credit to use it wisely and build a strong credit history?

e How can | make informed borrowing decisions for major purchases like vehicles and housing?
e What are my options for paying for education and training, and how do | minimize debt?

e How do | evaluate the true total cost of major financial decisions?

Big Ideas

e Compound interest is the most powerful force in personal finance—it builds wealth when
working for you and creates traps when working against you

e Creditis atool, not free money—understanding how to use it responsibly is essential for
financial success
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e Your credit score is a financial asset that takes time to build and can be damaged quickly;
protecting it matters

e The purchase price of major items like vehicles and homes is only part of the true cost —total
cost analysis prevents financial surprises

e Education financing decisions made at 17-18 can affect financial well-being for decades;
informed choices matter enormously

e California's high cost of living makes understanding housing, transportation, and education
costs especially important

Unit Flow and Progression

Unit 3A: Understanding Interest and Credit (Days 37-44)

The unit opens with interest fundamentals—simple versus compound interest and the time value of
money. Students see compounding work in their favor through savings and investments, explore
savings strategies and the advantage of starting early, then encounter credit and how
compounding works against borrowers. The sub-unit concludes with credit reports, credit scores,
and strategies for building credit responsibly. This sequence ensures students understand the
mechanics of interest before applying them to credit and borrowing decisions.

Unit 3B: Loan Types and Tools for Purchases (Days 45-52)

Building on credit fundamentals, students explore specific loan products and major purchase
decisions. The sub-unit begins with credit cards, then moves to auto loans and the full lifecycle of
vehicle ownership decisions—financing, purchasing, and true cost of ownership. Students then
explore housing through renting, mortgage loans, home buying basics, and the rent-versus-buy
decision. Throughout, emphasis is placed on California-specific costs and realistic financial
scenarios.

Unit 3C: Funding College or Workforce Training (Days 53-57)

The unit concludes with education financing—a decision most students are facing imminently.
Students learn about student loans and personal loans, explore the details of federal versus private
borrowing, analyze the true cost of college, discover free money through scholarships and grants,
and complete the FAFSA process. This sub-unitis intentionally placed last in Unit 3 so students can
apply their understanding of interest, credit, and borrowing to the education financing decisions
they face now.

Transition to Unit 4

Having addressed major financial decisions and borrowing, Unit 4 shifts to risk management and
financial protection. Students will learn how insurance, emergency planning, debt management,
and fraud prevention protect the financial foundation they are building.

Day-by-Day Teaching Notes

These notes provide focused guidance for each instructional day, highlighting key teaching
considerations, common student misconceptions, and practical tips for classroom
implementation.
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Unit 3A: Understanding Interest and Credit

Day 37: Interest and Compound Interest ‘

Focus: Interest, compound growth, and the time value of money

Teaching Tips:

e Define simple interest: calculated only on principal amount

e Define compound interest: calculated on principal plus accumulated interest

e Calculate examples: $1,000 at 5% simple vs compound over 5 years

e Show how compound interest grows savings over time with concrete examples

e Demonstrate how compound interest works against you with credit card debt

e Explain APRvs APY: annual percentage rate vs annual percentage yield

e Demonstrate the exponential growth curve: slow start, dramatic acceleration later. Use visual
aids to make it concrete

e Show the Rule of 72: divide 72 by the interest rate to estimate doubling time

Watch For: Students confuse interest earning (good) with interest paying (costly), so use parallel
examples showing both sides. Compound growth also feels abstract until students see real numbers,

and multiple concrete examples work better than one detailed explanation.

e Economicsthread:Interest is the price of time. Someone with money now gives up the use of
it, and interest is what they are paid for waiting; someone borrowing gets use of money before
earning it, and interest is what they pay for the privilege. Framing it as a price rather than a
penalty makes both directions coherent and sets up every credit decision in this unit.

e Practical note: The Rule of 72 is the most portable thing in this lesson. It requires no calculator,
works in a conversation, and gives students a way to sanity-check any claim about returns.
Have them use it on a savings account rate and on a credit card rate in the same minute, so the
symmetry lands.

e Cultural relevance: APR exists so that borrowing costs can be compared across products,
which matters most where the costs are highest. Payday lending, check cashing, auto title
loans, and rent-to-own are common in neighborhoods with fewer bank branches, and their fees
translate into APRs that shock students. Teaching APR as a comparison tool rather than a
disclosure requirement gives students something usable.

Day 38: Savings Strategies ‘

Focus: Savings vehicles, rates of return, and choosing the right savings account type

Teaching Tips:

e Discuss emergency fund importance: 3-6 months expenses in accessible savings

e Compare savings account types: traditional (low interest), high-yield online (betterrates), money
market

e Teach goal-based saving: separate accounts or mental accounting for different goals (car,
college, travel)

e Emphasize automation: automatic transfers from checking to savings makes saving effortless

e Introduce savings hierarchy: emergency fund first, then specific goals, then investing

e Calculate: even small amounts add up ($50/week = $2,600/year)
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Watch For: Students with limited income may think they can't save. Emphasize starting small builds

the habit; amount matters less than consistency.

e |

e Economics thread: This is where the inflation idea from Day 34 gets concrete. Compare a
traditional savings account rate against a high-yield account and against the recent inflation
rate, and let students see that one of those options loses purchasing power while the balance
stillgrows. That comparison, more than any exhortation, explains why where you save matters
as much as whether you save. Verify current rates and inflation figures before putting them on
the board.

e Cultural relevance: Three to six months of expenses is a reasonable long-run target and an
impossible starting point for many households. Presented as the goal, it reads to some
students as confirmation that saving is not for people like them. Present it as a destination and
give a first milestone instead, something like one month of rent or a single fixed dollar amount
that would cover a common emergency.

e Practical note: Naming a savings account after its purpose is a small trick with real effect.
Money in an account labeled for a specific goal gets spent less readily than money in one
labeled savings, which is mental accounting from Day 11 used deliberately rather than
suffered.

Day 39: Starting Early Advantage ‘

Focus: Compounding over time: why starting early is the most powerful wealth-building variable

Teaching Tips:

e Compare scenarios: Person A saves $200/month ages 20-30 then stops; Person B saves
$200/month ages 30-65. Show Person A ends with more due to compound growth

e Calculate opportunity cost of waiting: every year delayed costs tens of thousands in retirement

e Emphasize: time in market beats amount invested for young people

e Discuss first job decisions: contributing to 401 (k) immediately, even small amounts

e Address student mindset: "I'll save when | earn more" vs "I'll start now with what | have"

Watch For: Retirement feels irrelevant to teenagers. Make it concrete with actual dollar amounts
showing the cost of delay. Consider having them imagine themselves as an 80-year old person

reflecting back on their life and what they will need to do in order to reach that point.

e Emotional note: Told that each year of delay costs tens of thousands, some students conclude
they have already lost and disengage. Say the counterpart out loud: at their age, essentially
none of the advantage has been spent yet, and the students most likely to feel behind are the
ones with the most runway remaining. The lesson is an argument for starting, not an
indictment of not having started.

e Cultural relevance: Some students will not be able to save in their early twenties because they
will be supporting a household, paying a sibling's tuition, or sending money home. The
compounding math is still true, and so is the fact that those obligations are real. Present
delayed saving as a trade-off with a cost rather than as a failure of discipline, since the
students in that position did not choose it.

e Practical note: An employer retirement match is the clearest case in the course of a
guaranteed immediate return, and it is routinely left unclaimed by young workers who do not
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enroll. Tie this to the first-job decisions bullet and make the instruction concrete: find out
whether there is a match, and contribute at least enough to receive all of it.

Economics thread: Human intuition is linear and compounding is not, which is why the graph
surprises people who already know the formula. Ask students to guess the ending balance
before revealing it. The size of their error is the lesson, and it is the same intuition failure that
makes credit card debt feel manageable until it is not.

Day 40: Overview of Credit ‘

Focus: Credit as the price of borrowing: installment versus revolving credit

Teaching Tips:

Define credit: borrowing money with obligation to repay, usually with interest

Explain credit as a tool: enables major purchases (homes, cars, education) and provides
payment flexibility

Introduce credit cards: revolving credit line, borrow up to limit, repay monthly

Discuss responsible use: paying balances in full monthly, treating credit cards like debit cards
Warning signs of trouble: carrying balances month-to-month, making only minimum payments,
using credit for everyday expenses you can't afford

Emphasize: credit enables opportunity but requires discipline and understanding

Watch For: Students may see credit cards as "free money" or scary debt traps. Present balanced view:
powerful tool requiring responsibility.

Economicsthread: A lender cannot see whether a borrower will repay, so the entire apparatus
of credit, including scores, histories, collateral, and interest rate differences, exists to manage
that uncertainty. Once students see the lender's problem, credit scores stop feeling like an
arbitrary judgment and start looking like a solution to an information gap, which also explains
why a thin file is penalized rather than treated as neutral.

Cultural relevance: People with no borrowing history are treated as unknown rather than as
safe, which affects recent immigrants, families that operate in cash, and young adults alike.
Someone can pay rent reliably for a decade and still be invisible to a lender. Naming this
prevents students from reading a low or absent score as a verdict on their family's character,
and sets up the credit building material later in the unit.

Practical note: The distinctionin Column D between installment and revolving credit does most
of the work on this day. Installment credit has a fixed amount, a fixed term, and an end date.
Revolving credit has a limit rather than a balance and no end date unless the borrower creates
one. That structural difference is why a car loan ends and a credit card balance can persist for
years.

Day 41: Compounding Against You

Focus: Compounding against you: how interest grows debt and the true cost of borrowing

Teaching Tips:

Show credit card minimum payment trap: $2,000 balance at 20% APR, minimum payments =
10+ years, $3,000+ total cost
Demonstrate how carrying balances multiplies costs through compounding interest
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e Calculate examples: buying $500 item on credit card, paying minimums vs paying in full

e Discuss payday loans and high-interest debt as extreme examples

e Emphasize: compound interest is powerful tool or dangerous trap depending on which side
you're on

drives home the danger.

Watch For: Students may not realize how quickly debt compounds. Shock value of real calculations

e Emotional note: The Watch For note relies on shock value, which works on the math but lands
differently on students whose families carry balances. Most consumer debt is incurred for
necessities, medical bills, or a gap between income and rent, not for indulgence. Keep the
alarm pointed at the mechanism rather than at the borrower, or the students who most need
this lesson will spend it defending their parents.

e Economicsthread: The minimum payment is not a suggestion from a neutral party. It is set by
the lender, and a lower minimum extends the term and increases total interest collected. Ask
students who benefits from that number being small. It reframes the minimum payment trap as
a designed feature rather than a borrower's mistake, and it is the same incentive question from
Day 33.

e Practical note: The number that matters is total repaid, not monthly payment, and almost no
advertisement shows it. Have students compute price plus total interest for one example and
state it as a single figure. Once they have said "the $500 phone cost $740," the habit tends to
stick.

Day 42: Credit Reports and Scores ‘

Focus: Credit reports and credit scores: what they measure and how lenders use them

Teaching Tips:

e Explain credit score as numerical representation of creditworthiness (300-850 scale, FICO most
common)

e Discuss what credit scores affect: loan approval, interest rates, rental applications, insurance
rates, sometimes employment

e Define score ranges: excellent (750+), good (700-749), fair (650-699), poor (below 650)

e Introduce three credit bureaus: Experian, Equifax, TransUnion—maintain separate reports,
scores may differ slightly

e Explain credit reports contain: payment history, credit accounts, balances, inquiries, public
records

e Teach accessing reports: AnnualCreditReport.com for free annual reports from each bureau

e Address misconceptions: checking your own score doesn't hurt it (soft inquiry vs hard inquiry)

Watch For: Credit scores feel mysterious to students. Demystify by explaining they're calculated
formulas, not subjective judgments.

e Practical note: Errors on credit reports are common enough that checking is a maintenance
task, not paranoia. Have students learn the actual sequence: obtain the report, read it for
accounts you do not recognize, and dispute in writing with the bureau. Verify current access
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before publication, since my understanding is that free report availability has changed in recent
years and may now be more frequent than annual.

e Cultural relevance: Mixed files, where one person's information lands on another's report,
happen more often to people who share a common surname with many others or who have a
suffix in their name. That risk is not evenly distributed, and it is another reason to teach
checking as routine rather than as something only people with credit problems do.

e California context: California places limits on when employers may use consumer credit
reports in hiring, narrower than federal law allows. Students who know that a credit check is
not permitted for most positions here are better positioned than most adults. Verify the current
statute and its exceptions before citing specifics.

Day 43: Credit Score Factors ‘

Focus: Credit score factors and why credit history is a long-term financial asset

Teaching Tips:

e Teach five factors with percentages: payment history (35%), amounts owed (30%), length of
credit history (15%), new credit (10%), credit mix (10%)

e Emphasize payment history most important: never miss payments, even one late payment
drops score significantly

e Explain credit utilization (amounts owed): using under 30% of available credit helps score, under
10% is ideal

e Discuss length of history: older accounts benefit score, why closing old cards can hurt

e Address new credit inquiries: multiple applications in short time signals risk, lowers score
temporarily

e Explain credit mix: having different types (credit card, auto loan, etc.) helps slightly, but don't
take unnecessary loans for this

most—focus efforts there.

Watch For: Students may think all factors equal. Emphasize payment history and utilization matter

e Economics thread: The five factors are weighted by what predicts repayment, not by what
seems fair. Payment history dominates because past payment behavior forecasts future
payment behavior better than anything else available. Understanding that the model is
predictive rather than evaluative helps students see why income is not in the formula at all,
which surprises nearly everyone.

e Practical note: Utilization is the fastest lever a person can pull, and the timing detail is worth
teaching: the balance reported to the bureaus is usually the statement balance, so paying down
before the statement closes lowers reported utilization even for someone who always pays in
full. This is the rare credit tip that produces a result in one billing cycle.

e Cultural relevance: Credit mix carries only modest weight, and the existing tip is right to warn
against taking loans to chase it. Worth reinforcing, because the advice to "build credit mix"
circulates widely and pushes people toward borrowing they do not need. The general principle
is worth naming: advice that recommends taking on debt to improve a score deserves scrutiny
about who is giving it.
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Day 44: Building Credit Responsibly ‘

Focus: Responsible credit-building strategies, timelines, and credit card management

Teaching Tips:

e Discuss chicken-and-egg problem: need credit history to get credit, but can't build history
without credit

e Explore starter options: secured credit cards (deposit = credit limit), becoming authorized user
on parent's card, credit-builder loans, student credit cards

e Teach responsible use fundamentals: pay ontime every time, keep balances low, don't apply for
multiple cards quickly

e Address starter card strategy: get one card, use for small regular purchases (gas, groceries),
pay in full monthly

e Emphasize patience: good credit builds over years, not months —consistent responsible
behavior is key

e Discuss what damages credit: late payments (stay 30+ days), collections, maxed-out cards, too
many applications

cards or authorized user status.

Watch For: Students without credit history may feel stuck. Provide concrete pathways like secured

e Cultural relevance: Two of the starter options in the tips carry hidden prerequisites. A secured
card requires a deposit, which is a real barrier for the students who most need to build history,
and becoming an authorized user requires a family member with a card and good standing.
Present the full range and note that credit-builder loans and student cards do not require either,
s0 no student concludes that the pathways are closed to them.

e Communication: Asking a parent to be added as an authorized user is a delicate conversation,
and it can surface information about family finances a student did not have. Prepare students
for a no, and make clear that a refusal may reflect the parent's own credit situation rather than
a judgment about the student.

e Practical note: The mechanism that worksis boring on purpose. One card, one small recurring
charge, autopay set for the full statement balance, then leave it alone for two years. The failure
mode is not overspending so much as forgetting, and autopay removes the memory
requirement entirely.

Unit 3B: Loan Types and Tools for Purchases

Day 45: Credit Cards ‘

Focus: Credit cards and buy now, pay later: how they work, predatory traps, and responsible use

Teaching Tips:

e Explain credit card mechanics: revolving credit line, monthly billing cycle, grace period (typically
21-25 days)

e Define key terms: credit limit, statement balance, minimum payment, APR, annual fee

e Teach golden rule: only charge what you can pay off in full each month

e Demonstrate minimum payment trap: $1,000 balance at 20% APR, paying minimums takes 5+
years and costs $600+ in interest
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e Compare cards: APRrates (15-25% typical), annual fees (§0-95+), rewards programs, foreign
transaction fees

e Discussresponsible habits: tracking all purchases, paying statement in full by due date, keeping
utilization under 30%

e Address fraud protection: better than debit cards, zero liability for unauthorized charges if
reported promptly

e Introduce buy now, pay later: purchases split into several installments, often four, frequently
advertised as interest-free. Explain that the cost usually appears as late fees rather than
interest, and that terms vary widely by provider

e Address stacking: because each buy now, pay later plan is approved separately and many are
not reported to credit bureaus, a person can accumulate several simultaneous obligations that
no single lender sees and that no budget accounts for

Watch For: Students often underestimate how quickly credit card debt accumulates. Use concrete
calculations showing total cost of carrying balances.

e Economics thread: Buy now, pay later works by separating the moment of consumption from
the moment of payment, which weakens the feedback that normally restrains spending. This is
present bias from Day 8 built into a product. Ask students why a merchant would pay a fee to
offer it, and the answer, that people buy more and buy more expensive things, tells them what
the product is for.

e Practical note: The two questions that make these plans legible are what happens if a payment
is missed, and whether the plan is reported to credit bureaus. Students should be able to find
both answers before agreeing to a plan. Non-reporting cuts both ways: it means responsible
use does not build credit, while a default sent to collections can still appear.

e California context: California has treated buy now, pay later products as lending subject to
state licensing, which brings them under the state financial regulator rather than leaving them
unregulated. Verify the current status before citing specifics, since this area has moved quickly
at both state and federal levels.

Day 46: Auto Loans ‘

Focus: Auto loan financing rules, amortization basics, and the total cost of a car loan

Teaching Tips:

e Explain typical auto loan terms: 3-7 years most common, though longer terms available

e Discuss how loan term affects payments: longer term = lower monthly payment but more total
interest paid

e Calculate examples: $20,000 car at 6% APR for 4 years vs 6 years—show monthly payment and
total interest difference

e Explain down payment impact: 10-20% down reduces loan amount, monthly payment, and
interest paid

e Define loan-to-value ratio: loan amount divided by vehicle value—lenders prefer under 100%

e Discuss interest rate factors: credit score, loan term, new vs used, lender type (bank, credit
union, dealer)

e Address pre-approval benefits: know budget before shopping, strengthens negotiation position

Watch For: Students focus on monthly payment without considering total cost. Emphasize longer

loans mean paying much more overall.
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e Economics thread: Column D names amortization, and the detail worth showing is that early
payments are mostly interest while later payments are mostly principal. Two consequences
follow that students would not guess: paying extra early reduces total cost far more than
paying extra late, and a borrower who sells in year two often owes more than the car is worth.
Show the first and last payment of the same loan side by side.

e Practical note: Pre-approval changes the conversation at a dealership because it separates
two negotiations that dealers prefer to combine, the price of the car and the cost of the
financing. A buyer who arrives with a rate in hand can ask the dealer to beat it and has a
walkaway option if they cannot.

e Cultural relevance: The same car costs different buyers substantially different amounts,
because the rate tracks credit history. Buyers with thin or damaged credit face higher rates and
are also more likely to be steered toward dealer financing with a markup added to the rate the
lender actually approved. Students should know to ask whether the rate quoted is the rate the
lender offered.

Day 47: Car Purchase Decisions ‘

Focus: Car purchase decision-making: when buying makes economic sense and what alternatives cost

Teaching Tips:

e Discuss need vs want: genuine transportation need vs convenience/status desire

e Address California context: urban areas with transit options vs suburban/rural requiring cars

e Evaluate alternatives: public transportation, ride-sharing, carpooling, cycling—compare costs

e Teach budgeting: total budget includes purchase, insurance, registration, maintenance, fuel,
parking

e Discuss timing: buy when you have stable income, emergency fund, and can afford total costs

e Introduce buy vs lease: buying builds equity, leasing has lower payments but no ownership

e Calculate affordability: total monthly car costs shouldn't exceed 15-20% of gross income

Watch For: Students buy impulsively or beyond budget. Emphasize total cost of ownership, not just
monthly payment.

e California context: The need-versus-want question resolves differently across this state than
almost anywhere else. In parts of the Bay Area, Los Angeles, and Sacramento, transit makes
car-free life workable. In much of the Central Valley, the Inland Empire, and rural counties, a car
is a precondition for employment. Have students answer for the place they expect to live rather
than in the abstract, since the honest answer in some regions is that the car is a need.

e Cultural relevance: In many households the car is a shared household asset rather than an
individual possession. A student may be buying a car that will also carry siblings to school or a
parent to work, which changes the reliability and size calculation and sometimes the financing.
Let that be a legitimate framing rather than treating the purchase as purely personal.

e Economics thread: Comparing alternatives properly means comparing full costs, not sticker
prices. A monthly transit pass, occasional rideshare, and a bicycle together may cost a fraction
of ownership once insurance, fuel, maintenance, registration, and parking are counted. The
comparison only works when both sides are total.
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Day 48: Car Buying Choices ‘

Focus: New versus used, buy versus lease: consumer trade-offs in the vehicle market

Teaching Tips:

e Comparenew vs used: new depreciates 20-30% first year but has warranty; used costs less but
may need repairs

e Introduce certified pre-owned: manufacturer-inspected used cars with limited warranty

e Teach research before shopping: know fair market value, research reliability ratings, read
reviews

e Discuss negotiation: negotiate total price not monthly payment, get pre-approved financing, be
willing to walk away

e Warn about dealer add-ons: extended warranties, paint protection, gap insurance usually
overpriced

e Address trade-ins: negotiate separately from purchase—dealers may inflate one to offset the
other

Watch For: First-time buyers feel intimidated. Role-play negotiation scenarios to build confidence.

e Economicsthread: The used car market is the standard example of a problem where the seller
knows more than the buyer. Buyers cannot tell a well-maintained car from a neglected one, so
they discount every used car to account for the risk, which in turn discourages people with
good cars from selling. Nearly every feature of the market exists to close that gap: certified pre-
owned programs, vehicle history reports, independent inspections, warranties. Students who
see the structure understand why paying for an inspection is rational rather than paranoid.

e Communication: Negotiation is a skill built by repetition, not by advice. The role play in the
Watch For note is worth the class time, and the single most useful line to rehearse is the one
that ends the conversation. Being able to say "that doesn't work for me, thank you for your
time" and stand up is what makes every other tactic credible.

e Cultural relevance: Some students will be the family member who handles a dealership visit,
either because they are the strongest English speaker or the most comfortable with the
process. That is a real responsibility, and it means this lesson may be used on someone else's
purchase before their own. Teaching the add-on tactics and the trade-in separation directly
serves those students.

Day 49: True Cost of Car Ownership ‘

Focus: True cost of car ownership: fuel, insurance, registration, and maintenance beyond the loan

Teaching Tips:

e Break down annual ownership costs: insurance, registration/fees, fuel, maintenance, repairs

e Emphasize young driver insurance costs in California: $1,500-3,000+ annually depending on car
type, location, driving record

e Explain depreciation: new cars lose 50-60% of value in first 5 years—largest hidden ownership
cost

e Calculate realistic scenarios: compare $25,000 new car vs $15,000 used car over 5 years
including all costs

e Discuss variables affecting costs: car type, mileage driven, maintenance schedule, insurance
coverage level

e Connect to budgeting: monthly car payment is one piece; must budget for all ownership costs
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Watch For: Students focus on purchase price and forget ongoing costs. Make total ownership

concrete with numbers.

e |

e Economics thread: Depreciation is the largest cost of owning a new car and the only one that
never sends a bill. Because nothing is invoiced, it stays invisible in a budget while quietly
exceeding fuel and maintenance combined. Naming it as a real cost is what makes the new-
versus-used comparison honest.

e California context: California registration fees are tied partly to vehicle value, so a more
expensive car costs more every year, not just at purchase. The state also requires periodic
smog certification for most vehicles, which is a recurring cost and occasionally a large repair
trigger onolder cars. Both belong inthe ownership budget and neither appears in national cost
estimates.

e Practical note: A useful distinction is between costs that arrive per month and costs that arrive
per mile. Insurance, registration, and the loan payment come whether or not the car moves;
fuel, tires, and much maintenance scale with driving. Students who separate them can see
what a longer commute actually costs, which feeds directly into where-to-live decisions on Day
50.

Day 50: Renting An Apartment ‘

Focus: Renting an apartment: upfront costs, credit requirements, and income verification

Teaching Tips:

e Walk through lease components: rent amount, lease length, security deposit, utilities, pet
policies, renewal terms

e Explain move-in costs: first month + last month + security deposit = 2-3 months' rent upfront

e Discuss California tenant rights: habitable conditions required, deposit return within 21 days,
advance notice for entry

e Teach property evaluation: location, safety, condition, parking, laundry, maintenance
responsiveness, noise levels

e Address credit and rental history checks: landlords verify payment ability, past problems limit
options

e Note Californiarental market: high demand in urban areas, competition for units, importance of
good references

Watch For: Many students will rent soon. This is immediate practical knowledge they'll use within
months or years.

e Cultural relevance: Rental screening asks for things many students will not have: credit history,
rental history, and income at a multiple of rent that entry-level wages rarely reach. Co-signers,
roommates, and larger deposits are the standard workarounds, and each requires something
not every student can supply. Present these as the normal obstacles they are, so a student who
cannot clear them does not conclude the problem is personal.

e California context: California gives tenants protections that many renters never learn, including
habitability requirements, limits on landlord entry, and a defined timeline for returning deposits.
The practical instruction is that these rights only help a tenant who knows they exist and
documents accordingly.
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e Practical note: Photograph everything at move-in, before furniture, with timestamps, and send
a written condition list to the landlord. Deposit disputes turn on evidence, and the tenant who
has it usually prevails. This is the single most useful five minutes in the lesson.

Day 51: Mortgage Loans ‘

Focus: Mortgage types and the true cost of homeownership: fixed, adjustable, and interest-only loans

Teaching Tips:

e Explain mortgage: loan secured by home itself, typically 15 or 30-year term

e Compare 30-year fixed (lower monthly payment, more interest total, stable) vs 15-year fixed
(higher payment, less interest, faster equity)

e Introduce adjustable-rate mortgages (ARM): lower initial rate, adjusts periodically—risky if rates
rise

e Discuss down payment requirements: conventional loans 20%, FHA loans 3.5%, larger down
payment avoids PMI

e Define PMI (private mortgage insurance): required when down payment under 20%, adds $150-
300+ monthly

e Explain amortization: early payments mostly interest, later payments mostly principal

e Calculate California example: $800,000 home (near CA median as of 2026) at 6.5% for 30 years
with 20% down = $640,000 mortgage = $4,044/month, total paid = $1,455,840

e Address California reality: high home prices mean many buyers need dual incomes, larger down
payments, or consider condos/townhomes as entry points

e Walk through pre-approval: the lender evaluates credit, income, and debts before house
shopping, which sets a realistic budget and strengthens an offer

e Discuss closing costs: typically 2 to 5 percent of purchase price for fees, inspections, title
insurance, and escrow, paid on top of the down payment

Watch For: California home prices shock students. Acknowledge the challenge while discussing
strategies like starting with smaller properties or different locations.

e Economics thread: The 30-year versus 15-year comparison is the clearest illustration in the
course that a lower monthly payment and a lower total cost are different objectives, and often
opposed ones. The same structure appeared in auto loans on Day 46 and appears again in
student loan repayment on Day 54. Naming it as a recurring pattern is more valuable than the
mortgage arithmetic itself.

e Practical note: An adjustable-rate mortgage transfers interest rate risk from the lender to the
borrower in exchange for a lower initial rate. The question a borrower must answer is not
whether the starting payment is affordable but whether the highest payment permitted under
the terms would still be affordable. That figure is disclosed and rarely read.

e California context: The tips already name the state's central difficulty, which is that prices
demand either dual incomes, large down payments, or entry through condominiums and less
expensive regions. Worth adding that the property tax framework here treats a purchase as a
reassessment event, meaning two neighbors in identical homes can owe substantially different
amounts based on when each bought. Verify the specifics before explaining the mechanism in
detail.
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Day 52: Housing Decisions ‘

Focus: Rent versus buy: financial and non-financial trade-offs and housing as the largest fixed expense

Teaching Tips:

e Teach rent vs buy comparison: total monthly costs including mortgage, taxes, insurance,
maintenance, HOA vs rent

e Discuss break-even timeline: typically need 5-7 years in home for buying to beat renting after
transaction costs

e Address California challenges: high prices make renting financially sensible for many, especially
early career

e When renting makes sense: job uncertainty, short-term location, can't afford down payment,
flexibility needed

e When buying makes sense: stable income and location, long-term plans, can afford down
payment plus ongoing costs, building equity priority

e Emphasize: both renting and buying are valid choices depending on individual circumstances
and life stage

Watch For: Cultural pressure toward homeownership strong. Help students see renting as legitimate
financial choice, not failure.

e Cultural relevance: Homeownership carries meaning beyond the arithmetic in many families,
particularly where buying a home represented arrival, security, or the point of a generation's
work. A student who says renting makes financial sense may be contradicting something their
family holds firmly. Let the analysis stand as analysis, and acknowledge that a decision can be
financially suboptimal and still be right for reasons a spreadsheet does not hold.

e Economics thread: The break-even framing is the heart of this day. Buying carries large one-
time transaction costs, so the longer those costs are spread, the better buying looks. That is
why the answer depends on expected time in the home rather than on which option is
inherently better, and it explains why renting is usually correct early in a career when location is
unsettled.

e Practical note: The comparisonis only honest when both sides are complete. Against rent, set
the mortgage payment plus property tax, insurance, maintenance, and any association dues.
Owners routinely omit maintenance, which does not arrive monthly but arrives.

Unit 3C: Funding College or Workforce Training

Day 53: Student Loans & Personal Loans ‘

Focus: Student loans and personal loans: borrowing practices and rules of thumb for each

Teaching Tips:

e Distinguish federal loans (government, fixed rates, income-driven repayment available) from
private loans (banks/credit unions, variable rates, fewer protections)

e Explain subsidized federal loans: government pays interest while in school; unsubsidized:
interest accrues immediately

e Discuss repayment plans: standard 10-year, income-driven (payments based on earnings),
extended, graduated

California Council on Economic Education Page 87



CAPFIT — california Personal Finance Instructional Toolkit TEACHER GUIDE

e Introduce deferment (postpone payments, subsidized interest doesn't accrue) vs forbearance
(postpone payments, all interest accrues)

e Mention forgiveness programs: Public Service Loan Forgiveness, Teacher Loan Forgiveness
(strict requirements)

e Define personal loans: unsecured loans for various purposes, higher interest than secured loans,
shorter terms (2-7 years)

Watch For: Federal student loans offer protections private loans don't. Emphasize exhausting federal
options before considering private loans.

e Practical note: The single most consequential rule in this unit is to exhaust federal options
before private ones, and the reason is protections rather than rate. Income-driven repayment,
deferment, and forgiveness eligibility attach to federal loans and generally do not exist
privately. A private loan at a slightly better advertised rate can be far worse if income drops.

e Economicsthread: Interest that accrues while a student is in school compounds on a balance
the borrower is not yet paying down, which is why the subsidized versus unsubsidized
distinction matters more than it appears. Four years of accrual on an unsubsidized balance can
add thousands before the first payment is due. This is Day 37 applied to a decision students
will actually make.

e Emotional note: Some students are carrying family expectations to attend a specific school
regardless of cost, and others have already absorbed the message that all student debt is
ruinous. Both distort the decision. The defensible position is that borrowing for education can
be sound and can be a mistake, and that the difference is the relationship between the amount
borrowed and the income the training produces.

Day 54: Student Loan Details ‘

Focus: Federal versus private student loans, work-study, and strategies for financing college

Teaching Tips:

e Discuss how much to borrow: calculate total cost, subtract grants/scholarships/work earnings,
borrow only gap
e Introduce guideline: total student debt shouldn't exceed expected first-year salary in chosen

field

e Explain federal loan limits: $5,500-$7,500/year depending on year in school, $31,000 aggregate
max

e Address parent PLUS loans: parents can borrow full cost minus other aid, but debt belongs to
parent

e Compare federal vs private loans: federal offers fixed rates, income-driven repayment,
forbearance, forgiveness options

e Emphasize alternatives: working part-time, living at home, community college first, choosing
less expensive schools

e Calculate example: $40,000 total loans at 5% over 10 years = $424/month

Watch For: Students borrow without understanding long-term impact. Make monthly payments

concrete relative to entry-level salaries.
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e Practical note: The guideline that total debt should not exceed expected first-year salary is the
most portable rule here, because it converts an abstract number into a test a seventeen-year-
old can apply. Pair it with the monthly payment calculation so students see both the rule and
what it protects them from.

e Cultural relevance: Parent PLUS loans deserve careful handling. The debt belongs to the
parent, not the student, and families under pressure to make a school work sometimes take
them without understanding that the obligation does not transfer and has fewer protections.
Students should know enough to ask the question at home before an aid package is accepted.

e Communication: Comparing aid offers across schools is genuinely difficult because they use
inconsistent formats and sometimes present loans in ways that resemble aid. Teach students
to separate grants and scholarships, which need not be repaid, from loans, which must, and to
compare net price rather than total aid. That reading skill matters more than any borrowing
rule.

Day 55: College Costs ‘

Focus: Breaking down college costs and the return on investment of education as human capital

Teaching Tips:

e Break down total cost of attendance: tuition + fees + room/board + books + transportation +
personal expenses

e Compare California options: community college (~$1,500/year tuition), CSU (~$7,500/year), UC
(~$14,000/year), private universities (§40,000-60,000+/year)

e Discuss living costs: on-campus housing ($10,000-20,000/year), living at home (minimal), off-
campus varies by region

e Emphasize community college pathway: complete general education at CC, transfer to 4-year—
saves $30,000-50,000+ over 4 years

e Calculate 4-year totals BEFORE financial aid: CSU ~$120,000-140,000, UC ~$150,000-180,000,
private ~$240,000-320,000

e Connect to career ROI: expensive education must align with career earning potential—§150,000
debt for $40,000/year career creates problems

e Introduce net price calculators: every college website has tool showing estimated costs after
typical aid for family income level

Watch For: Sticker prices shock students. Emphasize that most California students pay much less
than sticker price because of grants and scholarships, which we cover tomorrow on Day 56.

e [Economics thread: This day closes the loop opened on Day 3 and Day 16. Education is an
investment in human capital, and like any investment it has a cost, a time horizon, and a return
that varies by what is purchased. The return is real and well documented on average, and the
average conceals wide variation by field, completion, and institution. Both halves of that
sentence matter.

e California context: The community college transfer pathway is the state's most powerful cost
lever, and California's system is unusually well developed for it, with transfer agreements into
the CSU and UC systems. A student who completes lower division coursework at a community
college and transfers receives the same degree at a fraction of total cost. The state also
operates alongitudinal data system linking education to earnings outcomes, which can inform
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the ROl conversation. Verify current transfer program names and data availability before citing
specifics.

Practical note: Net price calculators are the most underused tool in this unit. Every institution
is required to host one, and the sticker prices in these tips are not what most California
students pay. Having students run one calculator during class converts an abstract shock into
an actual number.

Day 56: Free Money For College ‘

Focus: Scholarships, grants, Cal Grant, and the California Dream Act

Teaching Tips:

Distinguish "free money" (grants, scholarships) from loans (must repay with interest)

Explain federal Pell Grant: up to $7,395/year for low/moderate-income students, no repayment
required, based on FAFSA

Introduce Cal Grant program: California state grants covering most/all tuition at CA public
universities for eligible students

Cal Grant A: tuition/fees at 4-year colleges, requires 3.0 GPA

Cal Grant B: tuition/fees plus access award ($1,648), requires 2.0 GPA, targets lowest-income
students

Cal Grant C: vocational/technical training, up to $2,000

Discuss California Dream Act: AB 540 students (undocumented) eligible for state financial aid
including Cal Grants

Introduce CalKIDS: state program automatically depositing $25-$100 into college savings
accounts for children born in CA after 7/1/2022

Teach scholarship strategies: start local (community organizations, employers), use free
databases (Scholarships.com, Fastweb), apply widely, watch deadlines

Address work-study: federal program providing part-time campus jobs, earnings help pay
expenses without taking loans

Watch For: Many students assume they won't qualify for aid without checking. Encourage all students
to complete FAFSA regardless of family income—aid formulas are complex.

California context: One program missing from the tips is the Chafee Grant for current and
former foster youth, which is frequently unclaimed because eligible students do not know it
exists. Adding it costs one sentence. The tips already carry Cal Grant, the Dream Act, and
CalKIDS, which together make this the most California-specific day in the course.

Cultural relevance: Discussing Dream Act eligibility in a classroom means discussing
immigration status in front of peers. Present it as one pathway among several that students
should know about, without inviting anyone to indicate which applies to them, and mention that
counselors can help privately. A student who needs this information will take it; a student who
is asked to identify themselves may not.

Practical note: Legitimate scholarships do not charge application fees. Any service asking for
payment to find or apply for aid should be treated as suspect, and free federal and state
applications cover the large majority of available money. This is the first appearance of a
pattern students meet again in the fraud material in Unit 5.
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Day 57: FAFSA ‘

Focus: The FAFSA, Cal Grant, and California Dream Act: aid eligibility and California programs

Teaching Tips:

e Explain FAFSA (Free Application for Federal Student Aid): universal application required for all
federal aid, most state aid (including Cal Grants), and many scholarships

e Walk through what FAFSA determines: Student Aid Index, Pell Grant eligibility, subsidized loan
eligibility, work-study eligibility

e Discuss who must complete FAFSA: student and parents (if dependent), using prior-prior year
tax information

e Emphasize California deadline: March 2 for Cal Grant consideration—much earlier than federal
June 30 deadline, missing it costs thousands

e Addressrequired documents: SSN, driver's license, tax returns (student and parents), W-2s, bank
statements, investment records

e Introduce FSA ID: username/password both student and parent need to electronically sign
FAFSA—create accounts before starting application

e Explain California Dream Act Application: parallel application for AB 540 students, same March
2 deadline, provides access to state aid

e Discuss special circumstances: divorced parents (report custodial parent), unusual situations
(contact financial aid offices for professional judgment reviews)

Watch For: FAFSA feels overwhelming and invasive. Break into manageable steps, emphasize parents
typically must help with information, stress completing early beats procrastination.

e Cultural relevance: For mixed-status families, the FAFSA asks for parent information that
families may be reluctant to submit. The California Dream Act Application exists precisely for
students in this situation and does not go to the federal government. Name both applications,
note that they share the March 2 deadline, and point students to a counselor rather than asking
anything further in class.

e Practical note: The deadline is the item most worth repeating. California's March 2 date for Cal
Grant consideration falls months before the federal deadline, and missing it forfeits state aid
that federal filing alone will not recover. Creating the FSA ID accounts weeks in advance is the
other preventable failure, since both student and parent need one and the verification is not
instant.

e Emotional note: The application requires financial disclosure that some students have never
been permitted to see, and asking a parent for tax returns can be its own difficult conversation.
Acknowledge that this is often the hardest part, and that students may need to ask more than
once.

Content Knowledge Review for Teachers

This section provides comprehensive content knowledge supporting Unit 3 instruction. Teachers
can reference these sections to deepen understanding of topics covered in the day-by-day teaching
notes.

Quick-reference note: Day references beneath each topic heading identify the lessons in this unit that the
section most directly supports.
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Current-Year Check: Rates, thresholds, contribution limits, benefit amounts, application deadlines, and
program rules can change. Verify time-sensitive figures using the relevant official source before instruction;
the conceptual explanations below are intended to remain useful even when those figures change.

Understanding Interest: Simple, Compound, and Time Value of Money

Supports Days 37-41.

Interest is the cost of borrowing money or the reward for saving it. Understanding how interest
works is fundamental to virtually every financial decision—evaluating savings accounts, comparing
loans, planning for retirement, assessing investment returns. The difference between simple and
compound interest particularly matters for long-term financial outcomes.

Simple interest is calculated only on the principal—the original amount borrowed or saved. The
formulais: Interest = Principal x Rate x Time. If you deposit $1,000 in an account paying 5% simple
annualinterest, you earn $50 per year regardless of how long the money stays invested. After one
year, you have $1,050. After two years, $1,100. After ten years, $1,500. The interest earned each
year stays constant at $50 because it's always calculated on the original $1,000 principal. Simple
interest is straightforward to calculate and understand but rarely used for savings accounts or
long-term loans. Its primary application is short-term loans like car title loans or payday loans,
where the simplicity benefits lenders by making terms seem clearer while maximizing their profits.

Compound interestis calculated on the principal plus accumulated interest. Interest earns interest,
creating exponential growth over time. Using the same $1,000 at 5% annual interest but
compounded, the first year still yields $50, bringing the balance to $1,050. But the second year's
interest is calculated on $1,050, yielding $52.50, bringing the balance to $1,102.50. The third year
earns interest on $1,102.50, and so on. After ten years with annual compounding, the balance is
$1,628.89—not $1,500 as with simple interest. The $128.89 difference represents interest earned
on interest. Over longer periods, this difference becomes enormous.

The frequency of compounding significantly affects returns. Interest can compound annually, semi-
annually, quarterly, monthly, daily, or even continuously. More frequent compounding produces
higher returns because interest is calculated and added to principal more often, so interest starts
earning interest sooner. That same $1,000 at 5% compounded monthly rather than annually
produces $1,645.31 after ten years—$16.42 more than annual compounding. The difference grows
with time and amount. This is why savings accounts advertise APY (Annual Percentage Yield)
which accounts for compounding frequency, rather than just nominal interest rate. A 5% APY with
monthly compounding is better than 5% with annual compounding even though the stated rate is
the same.

The power of compound interest becomes truly dramatic over long periods, which is why starting
early with retirement saving matters so much. Consider two people: Person A starts saving $200
monthly at age 25 and continues until 35 (10 years, $24,000 total invested). Person B starts saving
$200 monthly at age 35 and continues until 65 (30 years, $72,000 total invested). Assuming 7%
annual return compounded monthly, Person A (who invested $48,000 less) ends up with more
money at age 65: approximately $340,000 versus Person B's $245,000. Those extra 10 years of
compound growth outweigh 20 years of additional contributions. This isn't hypothetical magic; it's
mathematical reality that demonstrates why time is the most valuable factor in wealth
accumulation.

The same principles work in reverse with debt. When borrowing money, compound interest works
against you. Credit card debt compounds, usually daily. If you carry a $1,000 balance at 20% APR
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and make only minimum payments, you'll pay hundreds in interest and take years to pay off the
debt. Student loans, mortgages, and car loans all use compound interest, though the impact varies
by interest rate and loan term. Understanding compound interest on debt helps explain why paying
more than the minimum matters, why refinancing at lower rates saves money, and why high-
interest debt should be paid off aggressively.

The Rule of 72 provides a quick way to estimate how long it takes money to double at a given
interest rate with compound interest. Divide 72 by the annualinterest rate to get approximate years
to double. At 6% interest, money doubles in about 12 years (72 = 6). At 8%, about 9 years. At 4%,
about 18 years. This simple calculation helps visualize long-term growth. It also demonstrates why
even small differences in interest rates matter enormously over time—the difference between 5%
and 7% returns means money doubles in 14.4 years versus 10.3 years, a significant difference in
wealth accumulation.

Teaching interest effectively requires concrete examples with actual numbers. Abstract
explanations don't stick—students need to see specific scenarios showing how compound interest
works over various time periods. Visual aids like charts showing exponential growth curves help
illustrate the concept. Online compound interest calculators let students experiment with different
scenarios. The key insight is that compound interest is potentially the most powerful financial
concept they'll learn—Albert Einstein reportedly called it the eighth wonder of the world. Whether
working for them through savings and investments or against them through debt, compound
interest dramatically affects long-term financial outcomes.

This section provides comprehensive content knowledge on the key concepts in Unit 3. Use this as
your reference when planning lessons, answering student questions, or deepening your own
understanding.

Credit Scores and Credit Reports: The Foundation of Creditworthiness

Supports Days 40-44. ‘

Credit scores are numerical representations of creditworthiness—how likely someone is to repay
borrowed money. Lenders use these scores to make decisions about whether to extend credit and
at what interest rate. Scores range from 300 to 850, with higher scores indicating lower risk to
lenders. While the exact cutoffs vary, scores generally fall into categories: excellent (750+), good
(700-749), fair (650-699), poor (600-649), and very poor (below 600). Someone with a 780 score
will qualify for the best rates on loans and have easy access to credit. Someone with a 590 score
will face rejection or high interest rates that make borrowing extremely expensive.

The financial impact of credit scores is substantial and concrete. Consider an $850,000 30-year
mortgage (California's median home price). With excellent credit (740+ score), someone might
qualify for a 6.5% interest rate, resulting in a monthly payment of about $5,370 and total interest of
about $1,083,000 over 30 years. While only $850,000 was borrowed, due to the amortization
schedule and payments made, the total amount paid over the course of the loan is $1,933,000.
With poor credit (640 score), the same person might only qualify for an 8.0% rate, resulting in a
monthly payment of $6,235 and total interest of $1,394,000—an additional $311,000 paid over the
loan's life simply due to lower credit score. Similar differences apply to auto loans, credit cards, and
other borrowing. Over a lifetime, poor credit can cost hundreds of thousands of dollars in higher
interest rates, plus lost opportunities when credit is unavailable.

Credit scores extend beyond borrowing. Landlords check credit when evaluating rental
applications. Insurance companies use credit-based insurance scores when setting premium rates.
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Some employers review credit reports for positions involving financial responsibility. Utility
companies may require deposits from people with poor credit. Cell phone carriers check credit
when determining whether to allow payment plans or require upfront payment. In contemporary
society, good credit is increasingly necessary for full economic participation.

Five factors determine credit scores, each weighted differently. Payment history accounts for 35%
of the score—the most important single factor. This includes whether payments were made on
time, how late any late payments were, and how recently late payments occurred. Even one 30-day
late payment can drop a score significantly. Collections, charge-offs, bankruptcies, and
foreclosures severely damage scores. The message is clear: making on-time payments is the
foundation of good credit. Amounts owed account for 30% of the score. This primarily reflects
credit utilization—the ratio of credit used to credit available. Someone with $3,000 balance across
credit cards with $10,000 total credit limit has 30% utilization. Lower utilization improves scores;
higher utilization hurts them. Keeping utilization below 30% is generally recommended, and below
10% is even better.

Length of credit history accounts for 15% of the score. Older accounts contribute positively
because they demonstrate sustained responsible behavior. This is why closing old credit cards can
hurt scores—it reduces average account age. New credit accounts for 10%. Opening multiple new
accounts in short periods suggests financial distress and temporarily lowers scores. Each credit
application generates a "hard inquiry" that slightly reduces scores for several months. Credit mix
(the final 10%) reflects having diverse types of credit: revolving accounts (credit cards), installment
loans (auto loans, mortgages), and other types. Having only credit cards or only one type of loan
produces slightly lower scores than having varied credit types, though this is the least important
factor.

Credit reports are the detailed records underlying credit scores. Three major credit bureaus
(Experian, Equifax, and TransUnion) maintain reports on virtually allU.S. adults who have any credit
history. These reports contain personal identification information, credit accounts and payment
history, public records (bankruptcies, tax liens, court judgments), and hard inquiries from credit
applications. Creditors report account information monthly. Reports should contain accurate
information about every credit account: when opened, credit limit or loan amount, current balance,
payment history (on-time, 30 days late, 60 days late, etc.), and current status.

Federal law entitles everyone to one free credit report from each bureau annually through
AnnualCreditReport.com (the only authorized source for free reports—beware imitations). Checking
your own credit report doesn't affect your score. Regular monitoring helps catch errors (which are
surprisingly common) and detect identity theft early. Errors might include accounts that don't
belong to you, incorrect balance information, late payments that were actually on time, or negative
information that should have been removed based on age. If errors are found, disputing them with
the bureau typically results in investigation and correction within 30 days.

Building credit from scratch requires strategic action because you need credit to build credit—a
frustrating catch-22 for young people. Several pathways exist. Secured credit cards require a
deposit (typically $200-500) that becomes your credit limit. You use the card normally and make
payments. After demonstrating responsible use (usually 6-12 months), many issuers convert
secured cards to regular cards and return the deposit. Becoming an authorized user on a parent's
or family member's well-managed credit card can build credit if the issuer reports authorized users
to credit bureaus. Credit-builder loans, offered by some credit unions and community banks, involve
borrowing a small amount that's held in savings while you make payments; once paid off, you
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receive the money. Student credit cards offer another entry point with lower approval requirements,
though interest rates are typically high.

Maintaining good credit requires consistent, long-term responsible behavior. Pay every bill on time,
every month—set up automatic payments if helpful. Keep credit card balances low relative to limits.
Don't close old accounts unless they have annual fees you want to avoid. Apply for new credit
sparingly. Monitor credit reports regularly for errors or fraud. Most importantly, only borrow what
you can comfortably repay. These behaviors aren't complicated, but they require discipline and
attention. The reward is access to credit when you need it, at rates that save tens or hundreds of
thousands of dollars over a lifetime.

Credit Cards: Power and Peril

Supports Days 41 and 45. ‘

Credit cards are the most ubiquitous form of consumer credit, offering convenience and benefits
but also presenting significant risks. Understanding how credit cards work mechanically,
economically, and psychologically is essential for anyone who will use them—which is virtually
everyone in modern society. The difference between responsible and irresponsible credit card use
often determines whether someone builds wealth or accumulates debt.

A credit card provides a revolving line of credit—ongoing access to borrowed money up to a
specified limit. Unlike installment loans with fixed repayment schedules, credit cards allow variable
borrowing and repayment within limits. Each billing cycle (typically monthly), the card issuer sends
a statement showing transactions, current balance, minimum payment required, and payment due
date. If the full balance is paid by the due date, no interest is charged—this is the grace period,
typically 21-25 days from statement date. If any balance remains after the due date, interest
accrues daily on the entire balance at the card's Annual Percentage Rate (APR). This interest
compounds, meaning interest charges themselves incur additional interest if not paid.

The minimum payment trap is designed to maximize credit card company profits while appearing
manageable to consumers. Minimum payments are typically 2-3% of the balance or $25, whichever
is greater. Paying only the minimum extends repayment over many years and multiplies the total
cost. Consider a $2,000 balance at 18% APR with $50 monthly minimum payments. It would take
nearly 7 years to pay off, with total interest of about $1,400—paying $3,400 for $2,000 worth of
purchases. If that same person paid $100 monthly, payoff takes 24 months with $380 interest. The
difference between minimum payments and meaningful payments is literally thousands of dollars
over time. Credit card companies profit most when customers maintain balances long-term while
making minimum payments.

APR (Annual Percentage Rate) is the interest rate charged on carried balances. Credit card APRs
typically range from 15% to 30%, depending on creditworthiness. Many cards offer 0% introductory
APR for 6-18 months to attract customers, then revert to standard rates. The psychology is clear:
establish the card use habit during the promotional period, hoping customers will carry balances
afterratesincrease. Be aware that if you miss a payment, even during promotional periods, the 0%
rate often ends immediately and penalty rates (often 29.99%) apply to the entire balance. Variable-
rate cards tie APR to the prime rate; when the Federal Reserve raises interest rates, credit card
APRs increase. Fixed-rate cards maintain the same APR unless the issuer provides 45 days notice
of changes.

Credit card fees extend beyond interest charges. Annual fees, ranging from $0 to $500+, are
justified by issuers for premium rewards or benefits. For most young people, annual fees aren't
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worthwhile—plenty of excellent no-annual-fee cards exist. Late payment fees (typically $30-40) are
completely avoidable through on-time payment. Foreign transaction fees (2-3% of purchases made
abroad or in foreign currency) can be avoided by choosing cards without these fees. Balance
transfer fees (typically 3-5% of transferred amount) apply when moving balances between cards.
Cash advance fees and ATM fees make using credit cards for cash extremely expensive—avoid this
completely. Over-limit fees charged when exceeding credit limits have largely disappeared due to
regulation, but going over limit can trigger penalty APRs.

Rewards programs offer cash back, points, or miles on purchases. Cards typically offer 1-2% cash
back on all purchases, with higher rates on specific categories (grocery, gas, dining, etc.). Points
and miles can be redeemed for travel, merchandise, or statement credits. Rewards can provide real
value—$8300-500 annually for typical spending. However, rewards should never justify carrying
balances. Interest charges quickly overwhelm rewards value. If someone earns 2% cash back but
pays 18% interest on carried balances, they're losing enormous value. Rewards make sense only
for people who pay full balances monthly. For students with limited income, simple cash-back
cards with no annual fees make more sense than complex points programs.

Responsible credit card use follows several clear principles. Only charge what you can afford to
pay off when the statement arrives. Pay the full statement balance every month to avoid interest.
Set up automatic payments for at least the minimum (ideally full balance) to never miss due dates.
Track spending to ensure credit card purchases fit your budget. Don't treat available credit as
available money—it's borrowed money that must be repaid. Keep credit utilization below 30% by
maintaining balances low relative to credit limits. Review statements monthly for unauthorized
charges or errors. These behaviors turn credit cards into convenient payment tools that build credit,
earn rewards, and provide consumer protections without costing anything beyond what you would
have spent anyway.

Student Loans: Financing Education Strategically

Supports Days 53-54. ‘

Student loans enable college access for millions who couldn't otherwise afford higher education.
They can be investments in earning potential that pay off over lifetimes. They can also become
crushing burdens that delay major life milestones. The difference lies in borrowing strategically,
understanding terms, and making informed decisions about how much education debt makes
sense given expected career earnings.

Federal student loans are made under federal programs and generally offer protections and
repayment options that private loans do not. Direct Subsidized Loans are need-based; the federal
government generally covers interest while an eligible student is enrolled at least half-time and
during specified periods. Direct Unsubsidized Loans are not need-based and begin accruing
interest when disbursed. Annual and aggregate borrowing limits vary by year in school and
dependency status, and interest rates are set for new loans each academic year. Parent PLUS
loans are separate federal loans made to eligible parents and have different terms. Because limits,
rates, and program rules change, teachers should verify current figures through Federal Student Aid
rather than relying on a memorized annual number.

Federal loans may offer income-linked repayment, deferment or forbearance options, discharge
provisions, and forgiveness programs that private loans typically do not. Repayment-plan eligibility
now depends partly on when a loan was first disbursed. For Direct Loans first disbursed on or after
July 1, 2026, the Repayment Assistance Plan (RAP) is the only income-driven repayment option;
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borrowers with earlier loans may have additional legacy options, some of which are scheduled to
phase out. Public Service Loan Forgiveness remains a separate program for qualifying public-
service employment. The durable teaching point is not to memorize plan names: federal repayment
rules change, and students should verify current options through their StudentAid.gov account and
Federal Student Aid guidance.

Private student loans, offered by banks, credit unions, and other lenders, can fill gaps when other
aid is insufficient. They commonly require credit underwriting and often a cosigner for students
with limited credit history. Rates may be fixed or variable, and borrower protections vary
substantially by lender. Private loans generally do not offer the same statutory income-driven
repayment, forgiveness, or discharge protections available on many federal loans. A sound default
is to exhaust grants, scholarships, work-study, and appropriate federal borrowing options before
considering private loans, then compare private terms carefully against expected post-graduation
income and the risk assumed by any cosigner.

Repayment begins according to the terms of the loan; many federal undergraduate loans include a
grace period after a student leaves school or drops below half-time enrollment. Fixed-payment and
income-driven options can produce very different monthly payments, repayment periods, and total
interest costs. Because federal repayment-plan names and eligibility are in transition, use current
Federal Student Aid materials rather than older acronyms as the reference point. The key
comparison is among monthly affordability, total repayment cost, forgiveness or discharge
protections, and the consequences of extending repayment over a longer period.

How much to borrow is the critical question. General guidance suggests total student loan debt at
graduation shouldn't exceed expected first-year salary in your field. Someone entering teaching
(maybe $45,000 starting salary) should borrow no more than $45,000 total for their degree; higher
debt will strain budgets for years. Engineering graduates (maybe $70,000+ starting salary) can
handle more debt. Another framework: monthly loan payments shouldn't exceed 10-15% of gross
monthly income. These aren't hard rules, but violating them risks financial stress. Important
considerations: many students change majors or don't complete degrees—borrowed money must
be repaid regardless. Graduate degrees vary enormously in ROl—an MBA from a top program may
justify six-figure debt; a master's in lower-paying fields may not. Cosigners take on legal obligation
to repay if the student can't—this can damage family relationships and cosigner credit.

Alternatives to student loans deserve serious consideration. Community college for the first two
years, then transfer to a four-year institution, can cut costs by 40-60% while earning the same
degree. Public universities cost significantly less than private institutions, especially for in-state
students. Working part-time during school or taking longer to graduate while working full-time can
reduce borrowing. Co-op programs alternate semesters of school and paid work, building
experience while eaming money. Scholarships and grants, though competitive, are free money that
never requires repayment. Military service offers education benefits through the GI Bill. Gap years
working to save money, especially combined with living at home, can reduce or eliminate borrowing
for some students. The key is thinking critically about the investment—education has value, but not
all education at any price makes financial sense.

Financial Aid Applications and Net Price: FAFSA, California Aid, and Award Offers

Supports Days 55-57. ‘

College financing begins with net price, not sticker price. A school’s published cost of attendance
typically includes tuition and fees, housing and food, books and supplies, transportation, and an
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allowance for personal expenses. Grants and scholarships reduce that cost without creating a
repayment obligation; work-study provides an opportunity to earn money; loans shift part of the
cost into the future. Net price calculators help students estimate what a particular institution may
actually cost after typical grant and scholarship aid.

The Free Application for Federal Student Aid (FAFSA) is the primary application for federal student
aid and is also used by states and colleges for many aid decisions. The FAFSA produces a Student
Aid Index (SAl), which is an eligibility measure —not a bill and not a promise about what a family will
pay. Dependent students generally need information from one or more contributors, and
completing the FAFSA does not obligate a student to accept loans. Application questions,
contributor rules, and processing procedures can change, so the form itself and Federal Student
Aid guidance should be treated as the authoritative source.

California students may apply through the FAFSA or, when eligible, the California Dream Act
Application (CADAA). State programs include Cal Grants and other forms of aid, with separate
provisions for some groups such as current and former foster youth. Eligibility rules and priority
deadlines can change from one award year to the next. Teachers should present the pathways
without asking students to disclose immigration status or other sensitive family information in
class, and should direct individualized eligibility questions to a counselor or financial aid
professional.

Financial aid offers are easiest to compare when separated into four categories: gift aid, earned aid
such as work-study, loans, and unmet cost. A large “award” can still leave a high net price if much
of it consists of loans. Students should compare the net amount their household must cover,
whether grants or scholarships are renewable, the conditions attached to the aid, and the amount
of borrowing required across all years of the program—not just the first year.

The teacher'srole isto help students understand the structure of the aid system and the questions
to ask, not to make individual eligibility determinations. The most durable habits are to apply on
time, use official government and institutional sources, compare net price rather than sticker price,
treat loans as a cost rather than aid that makes college “free,” and revisit the plan if the financing
package changes.

Auto Loans and Vehicle Purchases: Major Financial Decisions

Supports Days 46-49. ‘

For most young adults, buying a vehicle represents one of their first major financial decisions. Cars
enable transportation to work and school, provide independence, and for many represent important
identity markers. They also represent significant ongoing financial commitments that extend far
beyond purchase price. Making smart vehicle purchases requires understanding financing,
comparing total costs, and avoiding common mistakes that trap people in expensive,
unsustainable debt.

Auto loans are installment loans with fixed terms, typically 3-7 years, though longer terms (8 years
or more) have become increasingly common. The loan is secured by the vehicle —if payments stop,
the lender can repossess the car. Interest rates depend on creditworthiness, ranging from 4-6% for
excellent credit to 10-15%+ for poor credit, sometimes exceeding 20% for subprime borrowers. The
down payment (money paid upfront) reduces the loan amount. Larger down payments (20% or
more) result in lower monthly payments, less interest paid, and better negotiating position. Down
payments also protect against being "upside-down" or "underwater"—owing more than the vehicle
is worth due to depreciation.
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Loan term length represents a critical trade-off. Longer loans mean lower monthly payments but
dramatically more interest paid. Consider a $40,000 auto loan at 6% interest:

**3-year loan:** §1,217/month, $43,812 total ($3,812 interest)
**5-year loan:** $773/month, $46,380 total ($6,380 interest)
**7-year loan:** $580/month, $48,720 total ($8,720 interest)

The 7-year loan costs $4,908 more than the 3-year loan despite financing the same $40,000
vehicle. Monthly savings of $637 comes at enormous long-term cost. Additionally, longer loans
often mean owing more than the car's value ("underwater") for years, creating financial vulnerability
if the vehicle is totaled or needs replacement.

Additionally, longer loans keep you in debt longer, increasing the time you're underwater on the loan
(owe more than car's value), and mean you'll still be making payments when major repairs become
necessary. For used cars in the $30,000-35,000 range (typical for reliable 2-4 year old vehicles in
California), similar dynamics apply with slightly better rates for newer used cars. Monthly payment
affordability matters, but total cost and financial flexibility matter more. Many dealers push longer
loans because they maximize profit while appearing to offer lower payments.

Vehicle depreciation (loss of value over time) is substantial and often underestimated. New cars
lose 20-30% of value immediately upon purchase and 15-25% more each year for the first five
years. A §55,000 new car (average for new vehicles in California) might be worth $44,000 after one
year, $33,000 after three years, and $22,000 after five years. This means someone who finances the
full $55,000 will owe more than the car is worth for several years. If the car is totaled in an
accident, insurance pays current value ($33,000), leaving the borrower responsible for the
remaining loan balance. Gap insurance protects against this scenario but adds cost. Used cars
depreciate more slowly, making them better financial value for many buyers—let someone else
absorb the steepest depreciation. A well-maintained 3-year-old car with 40,000 miles might offer
80% of the value of a new car at 60% of the price. In California's market, a $30,000 used car can
provide similar transportation to a $50,000 new car with lower financial risk.

Total cost of vehicle ownership extends well beyond purchase price and loan payments. Insurance
is often the second-largest vehicle expense, particularly for young drivers in California where
insurance rates are among the nation's highest. Annual insurance might cost $2,000-4,000+
depending on age, location, driving record, and vehicle type. Fuel costs vary by vehicle efficiency
and driving habits—15,000 miles annually at 25 MPG and $4.50/gallon (typical California gas
prices) costs $2,700 yearly. Maintenance and repairs increase as vehicles age. Newer cars under
warranty may cost $800-1,200 annually for routine maintenance; older cars might cost $2,000-
4,000+ including repairs. Registration in California costs $200-400+ annually depending on vehicle
value. Combining all factors, a vehicle with a $600 monthly payment might actually cost $900-
1,200 monthly when including insurance, fuel, maintenance, and registration. Buyers focusing
solely on monthly loan payment often discover they can't afford total ownership costs.

Car buying strategies help avoid overpaying and predatory practices. Research fair market values
using resources like Kelley Blue Book or Edmunds before shopping. Get pre-approved for financing
from banks or credit unions before visiting dealers—dealer financing is convenient but often more
expensive, and having outside approval provides negotiating leverage. Negotiate purchase price
separately from trade-in value and financing to prevent dealers from obscuring costs across
multiple variables. Focus on total price, not monthly payment—dealers can achieve any monthly
payment by adjusting loan terms. Avoid unnecessary add-ons: extended warranties (usually poor
value for newer vehicles), paint protection (you can do yourself), fabric protection (spray yourself
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for $20), theft protection (check if your auto insurance covers this). Dealer-installed accessories
are usually marked up 200-400%. Read all documents carefully before signing—fine print can add
thousands in fees or unfavorable terms.

New versus used vehicle decisions depend on individual circumstances. In California, new cars
typically cost $50,000-60,000 for mainstream vehicles (sedans, small SUVs), though luxury and
electric vehicles cost significantly more. New cars offer latest technology, full warranty coverage,
and no unknown maintenance history, but depreciate dramatically —often losing 20-30% of value in
the first year.

Used vehicles (2-4 years old) in California typically cost $30,000-45,000 for reliable models.
Someone else absorbed the steepest depreciation, but buyers inherit wear and limited or no
warranty coverage. A well-maintained used vehicle from a reputable brand often provides the best
value, balancing lower purchase price with reliability. However, California's high cost of living
means even used vehicles represent significant financial commitments—careful budgeting for the
purchase, insurance ($3,000-5,000+ annually for young drivers), fuel (~$4.50/gallon), and
maintenance is essential.

The decisionisn't just financial—it involves personal values (environmental impact, supporting local
vs imported), practical needs (commute length, family size), and risk tolerance (comfort with
potential repairs). Students should understand both financial and non-financial factors rather than
following a universal "always buy used" or "new cars are worth it" rule. Always get independent pre-
purchase inspections on used vehicles ($100-150) to identify problems before committing.

Mortgages and Homeownership: The Largest Financial Commitment

Supports Days 50-52.

For most people, buying a home represents the largest purchase and debt they'll ever take on. In
California, where median home prices exceed $850,000, this commitment is particularly
substantial. Mortgages enable homeownership for people who couldn't otherwise save enough to
buy homes with cash. They also represent decades-long financial commitments requiring
sustained income and careful planning. Understanding how mortgages work, what homeownership
actually costs, and when renting versus buying makes sense is essential for long-term financial
planning, even for students years away from purchasing.

A mortgage is a loan secured by the property being purchased—if payments stop, the lender can
foreclose and take the property. Typical mortgages span 15 or 30 years, though other terms exist.
The interest rate can be fixed (never changes) or adjustable (changes based on market rates after
initial period). Fixed-rate mortgages provide predictability—the monthly payment never changes for
the loan's life. Adjustable-rate mortgages (ARMs) typically offer lower initial rates that adjust after
3, 5, or 7 years, potentially increasing substantially. ARMs offer savings if you plan to sell before
adjustment or if rates drop, but carry risk if rates rise significantly.

Down payments on California homes typically range from 3.5% (FHA loans) to 20%+ of purchase
price. On an $850,000 median-priced home, this means $29,750 to $170,000+ down. Larger down
payments provide multiple benefits. First, they reduce the loan amount, lowering monthly payments
and total interest paid. Second, they demonstrate financial stability to lenders, often qualifying
borrowers for better rates. Third, down payments of 20%+ avoid private mortgage insurance
(PMI)—typically 0.5-1% of loan amount annually—required by lenders when borrowers put down
less than 20%. On a $680,000 loan (20% down on $850,000 home), PMI might cost $280-570
monthly until you reach 20% equity. Fourth, larger down payments provide equity cushion
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protecting against market downturns. If you put 5% down and property values drop 10%, you're
underwater immediately. With 20% down, you maintain equity even if values decline.

Mortgage amortization (the process of paying off a loan) front-loads interest payments. Early
payments are mostly interest; later payments are mostly principal. Consider an $850,000 mortgage
at 7% for 30 years. The monthly payment is $5,653. The first payment includes $4,958 interest and
only $695 principal. After 10 years, payment #120 includes $4,184 interest and $1,469 principal.
Only after 20+ years does principal exceed interest in monthly payments. This structure maximizes
lender profit and means paying extra toward principal in early years dramatically reduces total
interest. One extra payment per year applied to principal can shorten a 30-year mortgage to 25
years and save hundreds of thousands in interest on California-priced homes.

The monthly mortgage payment is only the baseline for homeownership costs. Property taxes in
California are limited to 1% of assessed value under Proposition 13, but can increase up to 2%
annually. On an $850,000 home, expect roughly $8,500 annually or $708 monthly in property taxes,
plus local assessments. Homeowners insurance in California costs $1,500-2,500+ annually ($125-
210+ monthly) and more in high-risk fire areas. HOA fees in planned communities can add $200-
800+ monthly. Utilities (water, sewer, trash, gas, electric) cost $300-500+ monthly in California.
Maintenance and repairs average 1-2% of home value annually—on an $850,000 home, budget
$8,500-17,000 yearly or $708-1,417 monthly. This includes routine maintenance (HVAC servicing,
gutter cleaning) and inevitable repairs (roof replacement, appliance failures, plumbing issues).
Total monthly housing costs might be $7,500-9,000 or more. Many first-time buyers focus on
mortgage payment without budgeting for these additional costs, leading to financial stress.

Rent versus buy decisions aren't universal in California's expensive housing market. Buying makes
more sense when you plan to stay in the area 7-10+ years (transaction costs of buying and selling
are substantial in expensive markets), when you have sufficient income to sustain $7,000-10,000+
monthly housing costs, when you have saved 20%+ down payment ($170,000+ for median home)
plus emergency savings for repairs, when you have stable employment in California's economy, and
when you're ready for maintenance responsibilities. Renting makes more sense when you may
relocate soon, when buying costs substantially exceed renting (common in expensive California
metros where $4,000 rent might require $8,000+ monthly homeownership costs), when you lack
sufficient down payment or emergency savings, when your income is uncertain, or when flexibility
is important. In many California markets, renting can actually be the financially superior choice
when you account for opportunity cost of the down payment invested elsewhere, lower
maintenance burdens, and greater mobility. Homeownership isn't automatically better than
renting—it depends on market conditions, personal financial situation, and life circumstances. The
key is making informed decisions based on comprehensive cost comparison and realistic
assessment of readiness. For many young Californians, continuing to rent while building
substantial savings and establishing career stability is the prudent choice even if long-term
homeownership is a goal.

Unit 3 content is complex and consequential. Students will face these decisions with tens or
hundreds of thousands of dollars at stake. Your role is ensuring they understand not just how
credit works mechanically but how to think critically about when and how to use it. Return to this
content knowledge frequently as you plan lessons and field questions. The goal isn't memorizing
interest rate calculations—it's developing judgment about major financial decisions. Help students
see credit as a tool that requires respect, understanding, and strategic use. Emphasize both
opportunities credit enables and traps it can create. Students who complete Unit 3 understanding
this nuance will make better decisions than those who learn only fear or only promises.
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Unit 3 Student Vocabulary

Adjustable-rate mortgage (ARM) — A home loan with an interest rate that starts low but can
change periodically based on market conditions, meaning your monthly payment may increase
over time.

Amortization — The process of gradually paying off a loan through regular payments; early
payments go mostly toward interest, while later payments go mostly toward principal.

Annual fee — A yearly charge some credit card companies require just for having the card, separate
from any interest charges.

APR (Annual Percentage Rate) — The yearly interest rate charged on borrowed money; for credit
cards, this is the rate applied to any balance you carry from month to month.

APY (Annual Percentage Yield) — The total amount of interest you earn on savings in one year,
including the effect of compounding.

Authorized user — A person added to someone else’s credit card account who can make purchases
and benefit from the account’s payment history on their own credit report.

Cal Grant - A California state financial aid program providing grants (free money) to eligible
students attending college in California, with several types based on GPA and income.

CalKIDS - A California program that automatically deposits money into college savings accounts
for children born in the state after July 1, 2022.

Certified pre-owned (CPO) - A used vehicle that has been inspected and refurbished by the
manufacturer and comes with a limited warranty.

Closing costs — Fees paid when finalizing a home purchase, typically 2—5% of the purchase price,
covering inspections, title insurance, lender fees, and escrow.

Compound interest - Interest calculated on both the original amount and on previously earned (or
charged) interest, causing money to grow or debt to increase at an accelerating rate over time.

Cost of attendance — The total estimated cost of one year of college, including tuition, fees, room
and board, books, transportation, and personal expenses.

Credit — The ability to borrow money or access goods and services with the agreement to pay later,
usually with interest.

Credit bureau — A company (Experian, Equifax, or TransUnion) that collects information about your
borrowing and payment history and produces your credit report.

Credit-builderloan — A small loan designed to help people with no credit history establish a record
of on-time payments; the borrowed amount is held in a savings account until repaid.

Credit limit — The maximum amount a credit card company allows you to borrow on your card at
any given time.

Credit report — A detailed record maintained by credit bureaus showing your credit accounts,
payment history, balances, and other information lenders use to evaluate you.

Credit score — A number (typically 300-850) that summarizes your creditworthiness based on your
credit history; higher scores lead to better loan terms and lower interest rates.

Credit utilization — The percentage of your available credit that you’re currently using; keeping this
below 30% helps your credit score.

Deferment — A temporary pause on student loan payments during which, for subsidized loans, the
government pays the interest.
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Depreciation — The loss of value over time; new cars, for example, typically lose 20-30% of their
value in the first year alone.

Down payment — An upfront cash payment made when purchasing an expensive item like a car or
home, which reduces the amount you need to borrow.

Equity — The portion of an asset (like a home) that you actually own, calculated as the asset’s
current value minus what you still owe on it.

Escrow — An account managed by a third party that holds funds during a transaction, commonly
used in home purchases to collect property tax and insurance payments alongside your
mortgage.

Expected Family Contribution (EFC) — The amount of money the FAFSA formula determines your
family can contribute toward college costs, used to calculate financial aid eligibility.

FAFSA (Free Application for Federal Student Aid) — The federal form required to apply for most
financial aid including grants, federal student loans, and work-study; also required for Cal Grants
in California.

Federal Direct Loan — A student loan funded by the U.S. Department of Education, available in
subsidized and unsubsidized versions with fixed interest rates and borrower protections.

FICO score — The most widely used brand of credit score, developed by the Fair Isaac Corporation,
ranging from 300 to 850.

Fixed-rate mortgage — A home loan with an interest rate that stays the same for the entire life of
the loan, keeping your monthly payment predictable.

Forbearance — A temporary pause or reduction in student loan payments during which interest
continues to accrue on all loan types, increasing the total amount owed.

Foreclosure — The legal process by which a lender takes possession of a home when the borrower
fails to make mortgage payments.

FSA ID — The username and password that students and parents use to electronically sign the
FAFSA and access federal student aid information.

Grace period (credit card) — The window of time (typically 21-25 days) between the end of a billing
cycle and the payment due date, during which no interest is charged if you pay the full balance.

Grace period (studentloan) — The six-month period after graduation or leaving school during which
no loan payments are required.

Hard inquiry — A credit check initiated when you apply for a loan or credit card that temporarily
lowers your credit score by a few points.

Income-driven repayment - A federal student loan repayment plan that caps your monthly
payment at a percentage of your discretionary income, with remaining balances forgiven after
20-25 years.

Installment credit — A loan for a fixed amount repaid in regular, scheduled payments over a set
period of time, such as an auto loan or mortgage.

Interest rate — The percentage a lender charges you to borrow money, or that a bank pays you for
keeping money in a savings account.

Lease (housing) — A legal agreement between a tenant and landlord specifying rent amount, length
of stay, rules, and responsibilities for both parties.

Lease (vehicle) — An arrangement where you pay to use a car for a set period (typically 2—3 years)
and return it at the end, without owning it.
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Loan-to-value ratio — The size of your loan compared to the value of what you're buying; lenders
prefer this ratio to be below 100%.

Mortgage — A long-term loan used to purchase real estate, where the property itself serves as
collateral that the lender can take if you stop making payments.

Net price calculator — An online tool available on every college’s website that estimates the actual
cost of attending after typical financial aid for your family’s income level.

Pell Grant — A federal grant of up to $7,395 per year for undergraduate students with financial
need, which does not need to be repaid.

PMI (Private Mortgage Insurance) — An extra monthly fee required when your down payment on a
home is less than 20%, protecting the lender (not you) if you default on the loan.

Pre-approval — A lender’s preliminary commitment to loan you a specific amount based on your
credit, income, and debts, giving you a clear budget before you shop for a car or home.

Principal — The original amount of money borrowed or deposited, before any interest is added.

Private student loan — A student loan from a bank, credit union, or other private lender, typically
with variable interest rates and fewer borrower protections than federal loans.

Property tax — A tax on real estate paid to local government, based on the assessed value of the
property; in California, limited to approximately 1% of assessed value under Proposition 13.

Public Service Loan Forgiveness (PSLF) — A federal program that forgives remaining student loan
balances after 120 qualifying payments while working full-time for a government or nonprofit
employer.

Revolving credit — A type of credit (like a credit card) that lets you borrow up to a set limit, repay
some or all of it, and borrow again without applying for a new loan.

Rule of 72 — A quick way to estimate how long it takes money to double: divide 72 by the annual
interest rate.

Scholarship - Financial aid awarded based on merit, talent, background, or other criteria that does
not need to be repaid.

Secured credit card — A credit card backed by a cash deposit you provide, designed for people with
no credit history or poor credit who want to build or rebuild their score.

Security deposit — Money paid to a landlord before moving in, held as protection against damage
or unpaid rent, and returned (minus any legitimate deductions) when you move out.

Simple interest — Interest calculated only on the original principal amount, not on any previously
earned interest.

Soft inquiry — A credit check that does not affect your credit score, such as checking your own
credit or a lender pre-screening you for offers.

Statement balance — The total amount you owe on your credit card at the end of a billing cycle;
paying this in full by the due date avoids interest charges.

Subsidized loan — A federal student loan for students with financial need, where the government
pays the interest while you're in school at least half-time.

Time value of money — The concept that a dollar today is worth more than a dollar in the future
because today’s dollar can be invested and earn interest.

Title insurance — A one-time insurance policy purchased during a home sale that protects the
buyer and lender against disputes over property ownership.

Total cost of ownership — The full expense of owning something over time, including the purchase
price plus ongoing costs like insurance, maintenance, fuel, and depreciation.
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Underwater (on a loan) — Owing more on a loan than the asset is currently worth, such as when a
car’s value drops below the remaining loan balance.

Unsubsidized loan — A federal student loan available regardless of financial need, where interest
begins accruing as soon as the loan is disbursed.

Work-study - A federal financial aid program that provides part-time campus employment to help
students earn money for college expenses.
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Unit Overview

Purpose and Positioning

Unit 4 shifts from building financial capability to protecting it. Students learn how insurance,
emergency planning, debt management, and fraud prevention work together to safeguard financial
well-being. The unit is organized into three sub-units: managing risk through insurance (4A),
managing debt and building resilience (4B), and managing fraud and identity threats (4C). Together,
these sub-units prepare students to handle the financial setbacks and threats that are an inevitable
part of adult life.

What Students Will Accomplish

e Understand the concept of risk and how insurance transfers financial risk to a larger pool

e Compare major insurance types and identify coverage needs at different life stages

e Recognize California-specific insurance requirements, particularly for auto and property
insurance

e Build strategies for financial resilience including emergency funds and safety net awareness

e Understand how credit card debt traps work and develop strategies for debt repayment

e Identify common financial scams and develop habits for protecting personal information

e Understand identity theft risks and know the steps to take if compromised

e Practice digital security habits for protecting financial information online

Pedagogical Approach

This unit combines practical knowledge with scenario-based learning. Students analyze real
insurance policies, calculate the cost of being uninsured or underinsured, and examine actual scam
examples. The goal is not to make students fearful but to empower them with knowledge and
concrete strategies for managing the risks they will inevitably encounter. California-specific context
is essential throughout, particularly for auto insurance requirements and tenant protections.

Essential Questions and Big Ideas

Unit Essential Questions

e How does insurance protect me against financial catastrophe, and what coverage do | need?
e What does it take to bounce back from financial setbacks, and what safety nets exist?
e How do | recognize and protect myself from financial fraud, scams, and identity theft?

Big Ideas

e Insurance is not an expense to avoid—it is a tool for transferring catastrophic financial risk at a
manageable cost

e Financial resilience requires preparation before problems occur: emergency funds, appropriate
insurance, and knowledge of available resources

e Debt can spiral quickly when left unmanaged; understanding repayment strategies prevents
small problems from becoming crises

e Government safety net programs exist for genuine emergencies; knowing what is available is
part of financial planning

e Financial scams and identity theft are increasingly sophisticated; ongoing vigilance and good
digital habits are essential protection
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e Protecting your financial information is as important as building your financial assets

Unit Flow and Progression

Unit 4A: Managing Risk Through Insurance (Days 58-62)

The unit opens with the concept of financial risk and how insurance works as a risk transfer
mechanism. Students progress from general risk concepts through specific insurance types:
health, life, and disability insurance; auto insurance (with California-specific requirements); and
property insurance for renters and homeowners. The emphasis is on understanding what insurance
does, when different types are needed, and how to evaluate coverage options.

Unit 4B: Managing Debt and Building Resilience (Days 63-66)

This sub-unit addresses financial resilience and debt management. Students learn about building
emergency funds and preparing for unexpected expenses, then explore government safety net
programs available during genuine hardship. The sub-unit addresses credit card debt traps in detalil
and teaches practical debt repayment strategies including the snowball and avalanche methods.
This content connects directly to the credit and borrowing concepts from Unit 3.

Unit 4C: Managing Fraud and Identity Threats (Days 67-68)

The unit concludes with financial protection in the digital age. Students learn to recognize common
financial scams targeting young adults, understand how identity theft occurs and how to prevent it,
and develop practical digital security habits for protecting financial information online. This sub-
unit is increasingly relevant as more financial activity moves online and scam techniques become
more sophisticated.

Transition to Unit 5

With risk management and financial protection foundations in place, Unit 5 addresses long-term
financial planning and wealth building. Students will apply everything they have learned —earning,
managing, borrowing, and protecting money—to the long-term goal of building financial security
and independence.

Day-by-Day Teaching Notes

These notes provide focused guidance for each instructional day, highlighting key teaching
considerations, common student misconceptions, and practical tips for classroom
implementation.

Unit 4A: Manaqing Risk Through Insurance

Day 58: Introduction to Financial Risk

Focus: Risk pooling, expected value, and how insurance markets work

Teaching Tips:

o Define pure risk: only loss or no loss possible (car accident, house fire, illness)
e Distinguish from speculative risk: potential for gain or loss (investments, business ventures)
e Introduce four risk management strategies: avoid, reduce, transfer, retain
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e Explaininsurance as risk transfer: pay premiums to pool risk, insurance company pays
catastrophic losses

e Discuss when insurance makes sense: low-probability, high-impact events you can't afford to
cover

e Calculate premium vs potential loss: $1,200 annual auto insurance vs $50,000 accident liability

e Introduce expected value: multiply the probability of a loss by its size to estimate its average
annual cost, then compare that figure to the premium. This is the calculation that explains why
insurance is worth buying for rare catastrophic events and not worth buying for small
predictable ones

Watch For: Risk feels abstract. Use concrete examples students recognize: car accidents, medical

emergencies, apartment fires.

e Economics thread: Column D names risk pooling, and the mechanism is worth stating plainly.
No insurer can predict which policyholder will crash a car, but across a large enough group the
total number of crashes is quite predictable. Insurance converts anindividual uncertainty into a
group near-certainty, which is why premiums can be priced at all. Students who grasp this
understand why large pools are cheaper and why insurers care so much who joins.

e Cultural relevance: Informal risk pooling exists in most communities and predates the
insurance industry. Rotating savings clubs, church or mosque emergency funds, extended
family networks that absorb a job loss, and community fundraising after a medical crisis all
perform the same function. Naming these gives students a familiar starting point and makes
the formal version legible rather than foreign.

e Practical note: Runthe four strategies (avoid, reduce, transfer, retain) against a single scenario
so students see they are not alternatives to choose between but layers used together. A driver
reduces risk with safe driving, transfers the catastrophic portion with liability coverage, and
retains the deductible.

Day 59: Insurance as a Tool ‘

Focus: Evaluating insurance as an economic decision: when coverage is worth the premium

Teaching Tips:

e Explaininsurance fundamentals: many pay premiums, few make claims, pool covers
catastrophic losses

e Define key terms: premium (regular payment), deductible (amount you pay first), copay (fixed
fee per service), coinsurance (percentage you pay)

e Discuss coverage limits: maximum insurance pays, exclusions (what's not covered)

e Explain why insurance companies profit: collect more in premiums than pay in claims, plus
investment returns

e Address insurance only makes economic sense for events that would financially devastate

e Emphasize: insurance protects against what you can't afford, not minor expenses

e Economics thread: A deductible is not simply a way to lower the premium. It exists partly
because people who bear no share of a loss behave differently than people who bear some,

California Council on Economic Education Page 109



CAPFIT — california Personal Finance Instructional Toolkit TEACHER GUIDE

and insurers price accordingly. That is why a higher deductible reliably lowers a premium, and it
explains the design of copays and coinsurance in health coverage as well.

e Practical note: The rule that survives contact with real decisions is to insure what you could
not afford to replace and to self-insure what you could. This is why extended warranties on
inexpensive electronics are usually a poor purchase while liability coverage is not. Have
students apply the rule to three items of different value.

e Cultural relevance: Being underinsured is often a budget outcome rather than a choice.
Households facing a premium they cannot cover take the minimum and carry the risk
themselves. Frame the analysis as identifying which coverage matters most when not
everything is affordable, rather than assuming full coverage is always an option.

Day 60: Health, Life & Disability Insurance

Focus: Health, life, and disability insurance: core coverage types and their purposes

Teaching Tips:

e Introduce healthinsurance basics: HMOs (lower cost, network restrictions), PPOs (higher cost,
more flexibility), HDHPs (high deductible, HSA eligible)

e Explain life insurance: term (temporary, affordable) vs permanent (whole/universal, expensive,
includes investment)

e Discuss who needs life insurance: people with dependents relying on their income, not typically
young single adults

e Introduce disability insurance: replaces portion of income if unable to work due to illness/injury

e Distinguish short-term disability (3-6 months) from long-term disability (years or until
retirement)

e Note California SDI: state disability insurance through payroll taxes, provides partial income
replacement

Watch For: Students often think they don't need insurance yet. Frame as understanding for near-future
when they do.

e California context: California operates its own health insurance marketplace and its own
Medicaid program, and the state disability insurance already named in the tips is funded by the
payroll deduction students saw on Day 24. California also runs a paid family leave program
through the same system. Connecting the deduction to the benefit closes a loop students
rarely see closed.

e Practical note: The most immediately actionable item is that young adults can generally
remain on a parent's health plan until age 26. Many students do not know this and assume
coverage ends at graduation. Verify the current rule before stating it as settled.

e Cultural relevance: Some students already navigate medical billing for their families,
translating documents or negotiating payment plans. Others come from households that delay
care because of cost or because of concerns about how using public programs might affect a
family member. Teach the coverage types and mention that community health centers serve
patients regardless of ability to pay, without asking any student to explain their situation.

Day 61: Auto Insurance ‘

Focus: Auto insurance: California minimum requirements, optional coverage, and policy terms
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Teaching Tips:

e Explain California minimum liability: 30/60/15 coverage ($30K injury per person, S60K per
accident, $15K property damage) as of January 2025

e Define coverage types: liability (damage you cause), collision (damage to your car),
comprehensive (theft, vandalism, weather)

e Discuss uninsured/underinsured motorist coverage: protects when other driver lacks adequate
insurance

e Explain factors affecting rates: age (young drivers most expensive), location, driving record,
vehicle type, annual mileage

e Address California's high rates: expensive vehicles, high theft rates, traffic density, litigation
costs

e Calculate example: 18-year-old male in Los Angeles with 2018 Honda Civic = $2,500-4,000+
annually

e Have students explore online auto insurance comparison tools (e.g., compare rates from Geico,
Progressive, AAA) using hypothetical driver profiles

Watch For: Young driver rates shock students. Explain why statistically they're higher risk; rates
decrease with age and clean record.

e California context: California operates a low cost automobile insurance program for income-
eligible drivers, which offers liability coverage at rates well below the market for drivers who
meet the requirements. It is directly relevant to students whose families struggle with
premiums and is not widely known. Verify current eligibility and availability before presenting
details.

e Economicsthread: Young driver rates are not a penalty, they are a price set by claim frequency
across the pool. Insurers charge groups according to the losses those groups generate, which
is why rates fall with age and a clean record rather than with loyalty or good intentions. This is
the pooling logic from Day 58 made personal, and it lands better than telling students the rates
are simply unfair.

e Practical note: The state minimum is a legal floor, not a recommendation. A serious injury
claim can exceed minimum liability limits easily, and the driver is personally responsible for the
difference. Have students compare the cost of raising liability limits against the exposure,
which is usually a small premium increase for a large reduction in risk.

Day 62: Property Insurance ‘

Focus: Property insurance: renters and homeowners coverage and the cost-coverage trade-off

Teaching Tips:

e Explain renters insurance: covers personal belongings, liability, temporary living expenses ($15-
30/month typically)

e Discuss landlord insurance covers building only, not tenant belongings —renters must have own
policy

e Introduce homeowners insurance: dwelling coverage (structure), contents, liability, additional
living expenses

e Address California exclusions: earthquake and flood require separate policies, wildfire coverage
increasingly limited/expensive

e Define replacement cost vs actual cash value: replacement = full cost new, actual cash =
depreciated value
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Watch For: Students don't realize renters need separate insurance. Emphasize landlord's policy doesn't

cover their belongings.

e |

California context: The exclusions bullet is the most California-specific content in the
insurance sub-unit. Earthquake coverage is sold separately, largely through a state-established
authority, and wildfire risk has made standard homeowners coverage difficult to obtainin some
areas, with a state-backed insurer of last resort serving properties the private market declines.
Verify the current state of both before going into detail, since this market has been changing
quickly.

Economics thread: Insurers withdrawing from high-risk areas is what happens when losses
become predictable rather than random. Pooling works when the insurer cannot tell in advance
who will file a claim, and it breaks down when risk becomes concentrated and foreseeable.
That is a real limit of the mechanism students learned on Day 58, and it is honest to name it.
Practical note: Renters insurance is inexpensive relative to what it covers, and the single most
useful assignment is a household inventory. Photographs of each room and a list of major
items take fifteen minutes and are what a claim actually requires. Most people never do it until
after aloss

Unit 4B: Managing Debt and Building Resilience

Day 63: Financial Resilience

Focus: Financial resilience: emergency savings, layered protection, and recovering from setbacks

Teaching Tips:

Explain emergency fund purpose: 3-6 months expenses saved for job loss, medical costs, major
repairs

Discuss building strategy: start with $1,000 mini-fund, gradually build to full 3-6 months
Calculate need: if monthly expenses = $2,000, target $6,000-12,000

Keep in high-yield savings: liquid, accessible, earns interest while waiting

Connect to insurance: emergency fund covers deductibles and gaps insurance doesn't cover
Emphasize financial resilience beyond savings: diversified income, marketable skills, good
credit

Watch For: Limited-income students think emergency funds impossible. Start small; $500 beats $S0.

Economics thread: An emergency fund is retained risk, the fourth strategy from Day 58.
Insurance transfers the catastrophic losses, the emergency fund absorbs the ones too small or
too likely to insure, and the two are designed to fit together. Naming that relationship exp lains
why the fund covers deductibles and why it does not need to be large enough to replace a
house.

Cultural relevance: Savings are one buffer among several. Families absorb shocks through
relatives, community networks, employer flexibility, and skills that make re-employment fast.
Students whose households have little saved may still be quite resilient, and students with
savings but no network may be less so than they think. Treat resilience as layered rather than
as a single account balance.
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e Emotional note: Recovering from a financial setback is partly a matter of not compounding it,
and the common damage comes from the response rather than the event: high-cost borrowing,
avoidance of statements and calls, or abandoning a plan entirely after one bad month. Say that
setbacks are expected rather than exceptional, and that resuming a plan is always available.

Day 64: Government Safety Net Programs

Focus: Government safety net programs as a layer of financial resilience

Teaching Tips:

e Introduce Social Security: retirement, disability, survivors benefits funded by payroll taxes

e Explain Medicare: federal health insurance for 65+, four parts (hospital, medical, advantage,
prescription)

e Discuss Medi-Cal: California's Medicaid, health coverage for low-income individuals/families

e Address unemployment insurance: temporary income replacement when lose job, funded by
employer taxes

e Introduce California SDI: state disability insurance and paid family leave through payroll
contributions

e Emphasize: safety net programs provide baseline protection, not complete solution—personal
planning essential

nets requiring personal planning too.

Watch For: Students may think government programs provide full coverage. Clarify these are safety

o Classroom climate: This is the second day where political disagreement is likely, after Day
26. The same boundary works: what these programs are, who is eligible, and how they are
funded are factual questions the class can settle, while how large they should be is a
genuine disagreement where reasonable people differ. Stating that distinction before the
discussion starts keeps the period productive.

e Economics thread: Social Security, Medicare, unemployment insurance, and state disability
are insurance in the technical sense, funded by contributions and paying out on defined
events. Presenting them as risk pooling at national scale connects them directly to Day 58
and explains the payroll deductions students identified back on Day 24.

o Practical note: Benefits phase out as income rises, and in some ranges an increase in
earnings reduces net resources. That effect is real, counterintuitive, and worth naming,
because a worker who does not anticipate it can be surprised by a raise. There are tools
that model these thresholds by state and program, which would also serve as a candidate
resource for this day.

e Cultural relevance: Some families are eligible for programs they do not use, whether from
stigma, unfamiliarity, or concern about how enroliment might affect a family member's
status. Teach eligibility as factual information without suggesting any student should or
should not seek benefits, and note that community organizations assist with applications.

Day 65: Credit Card Debt Traps ‘

Focus: APR, compound interest, and the debt trap of minimum payments
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Teaching Tips:

e Demonstrate minimum payment trap: $3,000 at 20% APR paying minimums = 15+ years,
$4,000+ interest

e Explain psychological factors: credit cards make spending feel less "real," easier to overspend

e Discuss how debt snowballs: starts with emergencies, continues with regular expenses,
balances compound

e Teach prevention: only charge what you can pay in full monthly, track all purchases

e Address escape strategies: stop using cards, pay more than minimum, avalanche (highest rate)
or snowball (smallest balance) method

Watch For: Some families carry credit card debt. Avoid shame; focus on understanding mechanisms
and prevention.

e Economics thread: The avalanche and snowball methods are a clean case where the
mathematically optimal answer and the behaviorally effective answer diverge. Paying the
highest rate first minimizes total interest; paying the smallest balance first produces early wins
that keep people going. Both are defensible, and the right choice depends on whether the
person's binding constraint is money or motivation. Students rarely see that framed as a
legitimate trade-off rather than one method being wrong.

e Cultural relevance: Alarge share of consumer debt begins with a medical bill, a car repair that
threatened a job, or a stretch of reduced hours. The Watch For note is right that shame is
counterproductive, and the strongest way to avoid it is to describe how the balances typically
start. Students recognize their own households in that description and stop hearing the lesson
as an accusation.

e Practical note: The number that changes behavior is the payoff date. Every statement is
required to show how long repayment takes at the minimum, and almost nobody looks. Have
students find that disclosure on a sample statement, since locating it once makes it visible
thereafter.

Day 66: Debt Repayment Strategies ‘

Focus: Debt repayment strategies: the behavioral versus economic case for snowball and avalanche

Teaching Tips:

e Compare avalanche method (pay highest interest rate first) vs snowball method (pay smallest
balance first)

e Explain avalanche saves most money mathematically, snowball provides psychological wins

e Discuss debt prioritization: credit cards/payday loans (highest rates) before student
loans/mortgages (lower rates)

e Teach payment strategy: pay minimums on all debts, extra money to target debt, repeat when
paid off

e Address balance transfers: moving high-interest debt to 0% promotional card can help if
disciplined

e Warn against taking new debt while paying off existing debt—stops progress

e Calculate example: $10,000 credit card debt, avalanche vs snowball timeline and total interest
differences

Watch For: Students may feel overwhelmed by debt talk. Frame as empowering—having strategies

better than feeling helpless.
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Economics thread: This is a clean case where the mathematically optimal answer and the
behaviorally effective one diverge. Avalanche minimizes total interest; snowball produces early
wins that keep people paying. Neither is wrong. The right choice depends on whether the
binding constraint is money or motivation, and students rarely see a financial question framed
that way. It also previews why evidence about what people actually do matters alongside what
they should do.

Practical note: Balance transfers deserve more caution than the tip implies. The promotional
rate expires, transfer fees typically run a few percent of the balance, and the remaining balance
reverts to a high rate afterward. A transfer helps someone who will clear the balance inside the
promotional window and harms someone who treats it as breathing room.

Emotional note: Debt discussion produces either dread or detachment in most classrooms.
The framing that works is that a plan changes the situation from indefinite to finite. Once a
payoff date exists, the debt has an end, and that is a materially different experience even
before the balance moves.

Unit 4C: Managing Fraud and Identity Threats

Day 67: Financial Scams & Identity Theft

Focus: Common scams including phishing, phone/text scams, investment fraud, and pyramid schemes

Teaching Tips:

Identify common scams: phishing emails and texts, fake job offers, romance scams, investment
schemes, scholarship scams

Teach red flags: pressure to act immediately, requests for payment via gift cards or wire
transfer, returns that are too good to be true

Discuss targeting tactics: scammers prey on students needing money, jobs, or financial aid
Explain that legitimate organizations never request sensitive information by email, text, or
unsolicited call

Teach verification: independently look up the organization's contact information and confirm
before sharing anything

Introduce predatory lending: payday loans, auto title loans, and rent-to-own arrangements carry
effective annual rates far above conventional credit, and are marketed to borrowers with few
alternatives. Have students convert a two-week fee into an annual rate using the Day 37 method
Explain identity theft: someone uses your personal information to open accounts, make
purchases, or file taxes

Discuss how it happens: data breaches, phishing, stolen mail, lost wallets, social media
oversharing

Address credit freezes: a free measure that prevents new accounts from being opened in your
name

Discuss response if compromised: file a police report, contact the credit bureaus, notify
affected institutions, place fraud alerts

Watch For: Students often trust official-looking communications and treat identity theft as a distant
threat. Emphasize verification before sharing information, and use concrete examples involving people

their age. Early detection limits damage, which is why regular monitoring matters.
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e Cultural relevance: Fraud is targeted, and some communities are targeted specifically.
Immigration-related impersonation, scams conducted in a family's home language, fraudulent
immigration or tax preparation services, and threats involving government agencies all exploit
fear and unfamiliarity. Students who handle communications for their families are frontline
defense, and giving them the verification habit protects more than one person.

e Practical note: A credit freeze is free, reversible, and the single strongest protection available.
Most students and most adults have never placed one. Walking through where to request it at
all three bureaus turns this lesson into an action rather than a warning.

e Economics thread: Predatory products are not irrational purchases, they are what remains
when better options are unavailable. Borrowers with no credit history, no savings, and an urgent
bill face a genuinely narrow choice set. That framing keeps the lesson from implying that
people who use these products are foolish, while still showing exactly how expensive they are.

Day 68: Digital Security ‘

Focus: Digital security basics for protecting financial information online

Teaching Tips:

e Teach password best practices: long (12+ characters), unique for each account, use password
manager

e Explain two-factor authentication: requires second verification beyond password, significantly
increases security

e Discuss secure browsing: use HTTPS sites for financial transactions, avoid public WiFi for

banking

e Address mobile security: lock devices with strong passwords/biometrics, enable find-my-device
features

e Warn about social engineering: scammers manipulate people into revealing info, verify requests
independently

e Explain data breach reality: assume your info will be compromised eventually, plan accordingly
e Discuss security-convenience tradeoff: more security requires more effort, find sustainable
balance

managers make strong security manageable.

Watch For: Students often use weak passwords and reuse across accounts. Emphasize password

e Economicsthread: The security-convenience trade-off in the last tip is a cost-benefit problem,
and it is worth naming as one. Perfect security is available and nobody chooses it, because the
cost is measured in friction rather than dollars. The right question is which accounts warrant
the most protection, and the answer is the ones connected to money and to email, since email
resets everything else.

e California context: California gives residents rights over personal data held by companies,
including the ability to learn what is collected and request deletion, and the state has moved to
address pricing that varies based on personal data collected about a consumer. Students who
know these rights exist have leverage most adults do not use. Verify the current statutes
before citing them specifically.

e Practical note: The highest-value change most students can make is a password manager plus
two-factor authentication on email and banking. Reused passwords are the actual failure
mode, because one breached site exposes every account sharing that password. Framing the
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manager as the thing that makes strong passwords possible works better than exhorting
students to memorize more.

Content Knowledge Review for Teachers

This section provides comprehensive content knowledge supporting Unit 4 instruction. Teachers
can reference these sections to deepen understanding of topics covered in the day-by-day teaching
notes.

This section provides comprehensive content knowledge on the key concepts in Unit 4. Use this as
your reference when planning lessons, answering student questions, or deepening your own
understanding.

Quick-reference note: Day references beneath each topic heading identify the lessons in this unit that the
section most directly supports.

Current-Year Check: Rates, thresholds, contribution limits, benefit amounts, application deadlines, and
program rules can change. Verify time-sensitive figures using the relevant official source before instruction;
the conceptual explanations below are intended to remain useful even when those figures change.

How Insurance Works: Risk Pooling and Transfer

Supports Days 58-59. ‘

Insurance is based on a simple but powerful principle: pooling risk among many people to protect
againstindividual losses. When thousands of people pay premiums into a shared pool, that money
can cover the few who experience covered losses. An individual facing a small probability of
catastrophic loss ($500,000 medical bill, $300,000 house fire) pays a predictable, manageable
premium ($5,000 annually for health insurance, $2,000 for homeowners insurance) in exchange for
protection against that catastrophic loss. The individual transfers their risk to the insurance
company, which pools risk across many policyholders.

Insurance companies profit by collecting more in premiums than they pay out in claims, plus
investment returns on premium reserves. This isn't exploitation—it's how the system functions.
Insurance companies use actuarial science to predict how many policyholders will file claims, how
large those claims will be, and what premiums need to be charged to cover those claims plus
operating expenses and profit margin. For example, if actuaries determine that out of 10,000 auto
insurance policyholders, 1,000 will file claims averaging $5,000, the company needs to collect $5
million in claims costs plus administrative expenses and profit margin. If they charge $600 annual
premiums to 10,000 policyholders, they collect $6 million—enough to cover $5 million in claims,
$800,000 in expenses, and $200,000 profit.

Insurance is generally most valuable for risks that would be difficult or catastrophic for a
household to absorb on its own. Low-probability, high-impact events (such as a major liability
claim, serious illness, or destruction of a home) are classic examples because a predictable
premium substitutes for an uncertain and potentially ruinous loss. For smaller, more predictable
losses, retaining the risk through savings or a deductible may be more economical. Health
insurance is more complex than this simple framework because coverage also affects negotiated
prices, access to care, preventive services, and legal or program requirements. The broader
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principle is to insure losses that would materially threaten financial stability and to evaluate smaller
risks in light of the premium, deductible, and ability to self-fund the loss.

Key insurance terminology that students must understand: Premium is the regular payment for
insurance coverage, typically monthly, semi-annual, or annual. Higher coverage usually means
higher premiumes; riskier situations (young drivers, health conditions, homes in fire zones) mean
higher premiums. Deductible is the amount you must pay out-of-pocket before insurance begins
paying. A $500 auto insurance deductible means you pay the first $500 of repair costs; insurance
covers amounts above that. Higher deductibles reduce premiums because you're retaining more
risk. Copay is a fixed amount paid per service, common in health insurance ($30 doctor visit
copay). Coinsurance is a percentage of costs you pay after meeting the deductible, common in
health insurance (you pay 20%, insurance pays 80%). Coverage limit is the maximum amount
insurance will pay for a covered loss. A life insurance policy with $500,000 coverage pays a
maximum of $500,000 regardless of actual need. Exclusions are specific situations or items not
covered by the policy. Standard homeowners policies exclude earthquake and flood damage;
separate policies are required for these risks.

Health Insurance: Navigating America's Complex System

Supports Day 60. ‘

Health insurance in the United States is uniquely complex and expensive compared to other
developed nations. U.S. healthcare costs far exceed international norms (twice as much per capita
as most comparable countries) due to factors including administrative complexity, high provider
and drug prices, fee-for-service payment models, and defensive medicine. Without insurance, a
single hospitalization can cost $50,000-100,000+, a major surgery $100,000-300,000+, and chronic
condition management thousands monthly. Health insurance is therefore practically essential for
financial security, despite substantial premiums.

Health insurance plans come in several types, each with different trade-offs between cost and
flexibility. HMO (Health Maintenance Organization) plans offer lower premiums and out-of-pocket
costs but require you to select a primary care physician (PCP) who coordinates all care and
provides referrals to specialists. You must use in-network providers except foremergencies. HMOs
work well for people who want lower costs and don't mind coordination requirements. PPO
(Preferred Provider Organization) plans cost more in premiums but provide greater flexibility. You
can see any provider, including specialists, without referrals. Using in-network providers costs less,
but out-of-network care is partially covered (unlike HMOs which typically don't cover it). PPOs
appeal to people who value choice and flexibility despite higher costs. HDHP (High Deductible
Health Plan) plans pair high deductibles (often $2,000-5,000+ for individuals) with lower premiums
and eligibility for Health Savings Accounts (HSAs). HSAs allow pre-tax contributions that grow tax-
free and can be withdrawn tax-free for qualified medical expenses. HDHPs work well for healthy
people whorarely need care and want to save on premiums while building tax-advantaged medical
savings.

Understanding health insurance costs requires grasping several components. Monthly premiums
are just the starting point. Deductibles must be met before most coverage begins—if you have a
$3,000 deductible, you pay the first $3,000 of covered services annually before insurance pays
anything (except preventive care). After meeting the deductible, you typically pay coinsurance —
perhaps 20% of costs while insurance pays 80%. Copays apply to specific services like office visits
or prescriptions. The out-of-pocket maximum caps your annual costs—once you've paid this
amount ($9,000+ for individuals on marketplace plans), insurance covers 100% of covered services
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for the rest of the year. Understanding these components helps predict annual costs. Someone
with $300 monthly premiums ($3,600 annually), $2,000 deductible, 20% coinsurance, and $7,000
out-of-pocket max could pay anywhere from $3,600 (if healthy with only preventive care) to $10,600
(if they hit the out-of-pocket maximum) depending on healthcare needs.

Networks are critical in health insurance. Insurers contract with specific providers (doctors,
hospitals, labs, pharmacies) to create networks. In-network providers have negotiated rates and
cost-sharing. Out-of-network providers charge more and insurance covers less or nothing. For
someone needing surgery, choosing an in-network facility might cost $5,000 out-of-pocket while
the same surgery out-of-network could cost $30,000+. Always verify provider network status before
receiving non-emergency care. Emergency care must be covered at in-network rates even if the
hospital is out-of-network, per federal law—but emergency room doctor bills sometimes still arrive
with surprise out-of-network charges, which new federal regulations are addressing.

Most Americans under 65 get health insurance through employers, who typically pay 70-80% of
premiums with employees paying the rest through payroll deductions. Employer plans often
provide better coverage at lower cost than individual market plans due to employer contributions
and group risk pooling. Young adults can remain on parents' employer plans until age 26 under the
Affordable Care Act. Californians without employer coverage can purchase insurance through
Covered California, the state marketplace, with subsidies available based on income. Medi-Cal
(California's Medicaid program) provides free or low-cost coverage to low-income residents,
including adults under 138% of federal poverty level. Students should understand their current
coverage (likely parents' plan or Medi-Cal) and what happens when they lose that coverage,
including special enroliment periods.

Auto Insurance: California Requirements and Costs

Supports Day 61. ‘

California law requires all drivers to carry minimum auto insurance coverage: $30,000 per person
for bodily injury, $60,000 per accident for bodily injury, and $15,000 for property damage (often
expressed as 30/60/15). This liability coverage pays for damage and injuries you cause to others,
not damage to your own vehicle or your own injuries. These minimums were increased on January
1, 2025, through Senate Bill 1107 (the Protect California Drivers Act)—the first increase in over 50
years from the previous 15/30/5 limits. Even with the increase, these required minimums are
inadequate for serious accidents—a multi-vehicle crash or catastrophic injury easily exceeds these
limits, exposing drivers to lawsuits for amounts beyond coverage. The new limits will increase
again in 2035 to 50/100/25. Financial responsibility laws mean drivers must prove they can cover
damages they cause, either through insurance or substantial personal assets. For almost everyone,
insurance is the only realistic option.

Auto insurance includes several coverage types beyond minimum liability. Liability coverage, as
noted, covers damage and injury you cause to others. Collision coverage pays to repair your vehicle
after accidents regardless of fault—if you hit another car, a tree, or flip your vehicle, collision covers
your car's damage minus deductible. Comprehensive coverage (often called "other than collision")
covers theft, vandalism, weather damage, fire, and animal strikes—basically damage from events
other than collisions. Medical payments coverage pays medical bills for you and passengers
regardless of fault. Personal injury protection (PIP) covers medical costs plus lost wages, required
in some states but optional in California. Uninsured/underinsured motorist coverage protects you if
hit by a driver with inadequate or no insurance—essential in California where roughly 15% of drivers
are uninsured despite legal requirements.
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Auto insurance costs in California are among the nation's highest, with young drivers facing
particularly expensive premiums. Average annual costs for adult drivers in California range from
$1,800-2,500+ for minimum coverage, $2,500-3,500+ for good coverage. Teen and young adult
drivers often pay $3,000-5,000+ annually, sometimes more in expensive areas like Los Angeles.
These high costs reflect several factors: California's high vehicle values (expensive cars cost more
to repair/replace), high traffic density increasing accident probability, high theft rates, expensive
medical care, and litigation-friendly legal environment. For young people, insurance often
represents one of their largest monthly expenses, sometimes exceeding car payments.

Many factors affect auto insurance rates. Age is dominant—drivers under 25, especially males, pay
highest rates due to higher accident rates statistically. Location matters enormously; urban areas
like Los Angeles and San Francisco have much higher rates than rural California. Driving record is
critical—accidents and violations dramatically increase premiums for 3-5 years. Vehicle type
affects costs; sports cars and luxury vehicles cost more to insure than sensible sedans. Credit
score influences rates in California; good credit typically means lower premiums. Annual mileage
matters—more driving means higher accident probability. Coverage limits, deductibles, and types
affect costs; higher liability limits and lower deductibles mean higher premiums.

Strategies to reduce auto insurance costs include: maintaining a clean driving record (most
important long-term strategy), choosing vehicles wisely (safe, common models cost less to insure
than exotic or high-theft vehicles), increasing deductibles if you have emergency savings to cover
them, taking advantage of discounts (good student, defensive driving course, multi-policy with
renters/homeowners insurance), bundling policies with one insurer, paying premiums in full rather
than monthly installments, and shopping around regularly as rates vary substantially between
insurers. For young drivers, staying on parents' policies is often cheaper than separate coverage.
However, be cautious about reducing coverage to minimum legal requirements—the savings might
not justify the exposure if you cause a serious accident. Many experts recommend at least
100/300/100 coverage plus uninsured motorist protection for adequate protection.

Property Insurance: Protecting Belongings and Dwellings

Supports Day 62. ‘

Renters insurance is one of the most underutilized yet valuable insurance products. Most renters
mistakenly believe their landlord's insurance protects their belongings, but landlord policies only
cover the building structure, not tenants' contents. If fire, theft, or water damage destroys a renter's
belongings, the landlord's insurance provides nothing. Renters insurance typically costs $15-30
monthly (§180-360 annually) and provides $20,000-50,000 in personal property coverage,
$100,000+ in liability protection, and loss of use coverage for temporary housing if the unit
becomes uninhabitable. For young people with modest possessions, this might seem unnecessary.
However, replacing everything you own (electronics, clothing, furniture, kitchenware, personal
items) typically costs far more than expected. Renters insurance also includes liability coverage
protecting you if someone is injured in your unit or if you accidentally cause damage to the building
(leaving stove on, causing fire). Given the low cost and substantial protection, renters insurance is
almost always worthwhile.

Homeowners insurance protects both the dwelling structure and contents, plus provides liability
coverage. The dwelling coverage amount should equal the cost to rebuild the home (not market
value, which includes land). Separate coverage insures contents, typically 50-70% of dwelling

coverage ($425,000 dwelling coverage includes $200,000+ contents coverage). Additional living
expenses (loss of use) coverage pays for temporary housing if the home is uninhabitable during
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repairs. Liability coverage protects against lawsuits if someone is injured on your property. In
California, homeowners insurance faces particular challenges. Standard policies exclude
earthquake damage; separate earthquake insurance through the California Earthquake Authority or
private insurers is available but expensive, with high deductibles (typically 10-20% of dwelling
coverage). Wildfire risk in many California areas has caused insurers to non-renew policies or exit
the California market entirely, leaving some homeowners unable to obtain affordable coverage
except through the state FAIR Plan (California FAIR Access to Insurance Requirements), which
provides basic coverage at higher cost.

California homeowners insurance costs vary dramatically by location and risk factors. Statewide
averages are $1,200-1,800 annually for median homes, but fire-prone areas (much of rural and
foothill California) can cost $3,000-5,000+ annually, and some high-risk areas have essentially no
market-rate coverage available. Coastal homes face flood risk; standard homeowners policies
exclude flood damage, requiring separate National Flood Insurance Program policies. These
California-specific insurance challenges significantly affect the true cost of homeownership
beyond mortgage payments. Prospective buyers must research insurance availability and costs in
specific areas before purchasing, as some properties are essentially uninsurable at reasonable
cost—a major financial risk.

When comparing property insurance, key considerations include: replacement cost versus actual
cash value coverage (replacement cost pays to rebuild/replace without depreciation deduction;
actual cash value deducts for age and wear), deductible amount (higher deductibles reduce
premiums), coverage limits for high-value items (jewelry, electronics, collectibles often have limits
requiring separate scheduled coverage), and liability limits (standard $100,000-300,000 may be
insufficient for serious lawsuits; excess liability through umbrella policies provides additional
coverage for relatively low cost). Always document possessions through photos and receipts for
easier claims processing. Review coverage annually as home values and belongings change.

Life and Disability Insurance: Protecting Income and Dependents

Supports Day 60. ‘

Life insurance provides financial protection for dependents when a breadwinner dies. The death
benefit pays a lump sum to beneficiaries who can use it to replace lost income, pay off debts
(mortgages, loans), cover education costs, or maintain living standards. Life insurance is essential
for people with financial dependents—spouse, children, aging parents—relying on their income. It's
generally unnecessary for single people with no dependents, though some purchase small policies
to cover funeral costs. Young students rarely need life insurance, making it a topic more relevant to
understanding for future planning than immediate purchase.

Term life insurance provides coverage for a specific period (10, 20, or 30 years), paying the death
benefit only if death occurs during the term. Premiums are relatively affordable, especially for
young, healthy people. A healthy 25-year-old might pay $20-30 monthly for $500,000 in 20-year
term coverage. Term life makes sense for temporary needs: covering a mortgage, supporting
children until adulthood, replacing income during working years. If you outlive the term, the policy
expires with no value—but that's the point; you're insuring against premature death, not trying to
build value. Permanent life insurance (whole life, universal life) provides lifetime coverage and
includes a cash value component that grows over time. Premiums are much higher—that same 25-
year-old might pay $400-600 monthly for $500,000 permanent coverage. The cash value can be
borrowed against or withdrawn. Insurance agents often push permanent policies as "investments,’'
but for most people, buying term insurance and investing the premium difference elsewhere
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(retirement accounts, index funds) provides better returns. Permanent life insurance serves
specific purposes like estate planning for wealthy individuals or guaranteed insurability for people
with health issues, but isn't appropriate for most young people.

Disability insurance replaces a portion of income if you become unable to work due to illness or
injury. This protectionis critically important yet frequently overlooked. For working-age people, the
probability of experiencing a disability lasting 90+ days during their career is roughly 25%—much
higher than probability of premature death. Without disability insurance, a serious injury or chronic
illness could eliminate income while bills continue. Short-term disability insurance typically covers
3-6 months of disability after a waiting period (elimination period) of 1-2 weeks. Long-term
disability insurance covers extended or permanent disabilities after elimination periods of 90-180
days, potentially paying benefits for years or until retirement age. Benefits are typically 50-70% of
pre-disability income, enough to cover essential expenses but requiring lifestyle adjustments.

Many employers provide group disability insurance as an employee benefit, typically at no or low
cost to employees. California also has State Disability Insurance (SDI) funded through payroll
taxes, providing up to 52 weeks of partial wage replacement for disabilities including pregnancy.
SDI pays roughly 60-70% of wages up to a maximum (about $1,600 weekly for 2024). While helpful,
SDI has limitations: the maximum benefit may be insufficient for higher earners, coverage is limited
to one year, and some conditions aren't covered. Individual disability insurance purchased privately
provides more comprehensive coverage, higher benefit limits, and coverage for own-occupation
disabilities (unable to perform your specific job rather than any job). The cost depends on age,
health, occupation, benefit amount, and elimination period, typically 1-3% of income. Someone
earning $60,000 might pay $900-1,800 annually for solid disability coverage. For people dependent
on their earning ability—which is nearly everyone—disability insurance is arguably as important as
health insurance.

Risk Management Strategies: Beyond Insurance

Supports Days 58-63. ‘

Risk management involves identifying potential financial risks and deciding how to address them.
Insurance is one tool but not the only approach. Four fundamental strategies exist: risk avoidance,
risk reduction, risk transfer, and risk retention. Understanding when to apply each strategy leads to
more effective and efficient risk management than simply buying insurance for everything.

Risk avoidance means eliminating risk entirely by not engaging in risky activities. Choosing not to
own a car avoids auto insurance needs and accident liability, though it creates transportation
challenges. Not starting a business avoids business liability and financial risks of failure. Not
traveling to politically unstable regions avoids kidnapping or violence risks. Avoidance makes
sense when risks outweigh benefits and alternatives exist. However, avoidance isn't always
practical or desirable—living a fully risk-free life is impossible and would mean forgoing many
valuable opportunities and experiences. Most financial planning involves accepting some risks
while managing them appropriately rather than avoiding all risk.

Risk reduction means taking actions to decrease the probability or severity of losses. Installing
smoke detectors, security systems, and fire extinguishers reduces home fire and theft risk.
Maintaining vehicles and driving safely reduces accident probability. Regular medical checkups
and healthy lifestyle reduce health risks. Having emergency savings reduces financial impact of
unexpected expenses. Building job skills and maintaining professional networks reduces
unemployment risk. Risk reduction often costs less than insurance while providing broader
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benefits. Someone who installs a security system and smoke detectors might reduce home
insurance premiums while also actually reducing the probability of losses occurring. Risk reduction
complements insurance rather than replacing it—you reduce risks where possible and insure
remaining risks.

Risk transfer means shifting financial consequences of risk to another party, typically through
insurance or contracts. Buying auto insurance transfers accident liability from yourself to the
insurance company. Purchasing homeowners insurance transfers property loss risk. Requiring
contractors to carry liability insurance before working on your property transfers liability risk to
them. Transfer makes sense for low-probability, high-impact risks you can't afford to bear—exactly
what insurance is designed for. The cost of transfer (premiums) should be substantially less than
the potential loss and your ability to absorb it. Transferring risks you could easily afford to retain
wastes money on unnecessary insurance premiums.

Risk retention means accepting and budgeting for potential losses rather than insuring against
them. Self-insurance through emergency savings exemplifies risk retention—you accept the risk of
car repairs, appliance failures, or medical deductibles and maintain savings to cover them rather
than buying insurance for small losses. Risk retention makes sense for high-probability, low-impact
events where insurance would be expensive relative to potential losses. Extended warranties on
electronics represent poor value because the probability of failure during warranty periods is high
enough that warranty prices approach or exceed expected repair costs—you're better off retaining
this risk and self-insuring through savings. Choosing high deductibles on insurance policies
represents partial risk retention—you retain smaller losses (the deductible amount) while
transferring catastrophic losses, paying lower premiums as a result.

Applying these strategies requires evaluating each risk along two dimensions: probability and
potential impact. Create a simple matrix: low probability/low impact (minor risks to retain
(scratched phone screen), low probability/high impact (catastrophic risks to transfer via insurance)
house fire, major medical emergency), high probability/low impact (routine risks to retain or reduce
(oil changes, minor car repairs), high probability/high impact (serious risks to avoid or reduce)
drunk driving, working without needed job skills). Most of personal finance risk management
focuses on transferring low-probability, high-impact risks through insurance while retaining low-
impact risks through emergency savings and reducing overall risk through smart behaviors.

The appropriate risk management strategy changes with life circumstances. A college student with
few assets, no dependents, limited income, and good health might reasonably carry minimal
insurance beyond legally required auto coverage and low-cost renters insurance, self-insuring most
risks through modest emergency savings. A parent of young children with a mortgage needs
substantial life insurance, disability insurance, health insurance, homeowners insurance, and higher
liability limits because their family depends on their income and they have significant assets to
protect. A retired person might carry less life insurance (no dependents relying on income) but
require more health coverage and long-term care insurance. Teaching students to evaluate risks
based on their current situation while understanding how needs will evolve prepares them to make
appropriate insurance decisions throughout life. The goal isn't buying all available insurance —it's
identifying critical risks, protecting against catastrophic losses, and avoiding wasting money on
unnecessary coverage.
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Financial Resilience and Emergency Funds

Supports Day 63.

Financial resilience is the ability to absorb a financial shock, continue meeting essential
obligations, and recover without turning one setback into a larger crisis. Emergency savings are
one layer of resilience, but not the only one. Insurance, stable or diversified income, marketable
skills, access to appropriate credit, and family or community support can all affect how well a
household withstands a disruption.

The familiar target of three to six months of essential expenses is a rule of thumb rather than a
universal requirement. A household with highly stable income, strong insurance, and multiple
earners may need less; a household with variable income, high deductibles, dependents, or limited
accessto otherresources may reasonably want more. For a student or new worker, the first useful
target may be much smaller. The important principle is to create some liquid margin before trying
to optimize the exact amount.

Emergency funds should generally be held somewhere safe and accessible rather than exposed to
substantial market volatility. They are different from sinking funds: an emergency fund is for
unexpected shocks, while a sinking fund accumulates money for a known future expense such as
annualinsurance, vehicle registration, or a planned repair. Teaching this distinction helps students
avoid treating every irregular expense as an “emergency.”

Government Safety Net Programs as a Layer of Resilience

Supports Day 64. ‘

Public safety-net programs are another layer of financial risk management. Some function like
social insurance, with eligibility tied to work or payroll contributions; others are means-tested and
depend on income, household composition, or other circumstances. Programs students may
encounterinclude unemployment insurance, California State Disability Insurance and Paid Family
Leave, Medi-Cal, CalFresh, and Social Security disability or survivor benefits.

These programs usually replace only part of lost income or cover a defined category of need. They
also require applications, documentation, and eligibility determinations, so they are not equivalent
to an emergency fund that can be accessed immediately. Knowing that a program exists (and
where to begin an application) can still materially change how a household responds to job loss,
disability, caregiving, or a health crisis.

Benefit formulas, maximum amounts, eligibility rules, and application procedures change over time.
For classroom purposes, emphasize the function of each program and the problem it is designed
to address, then verify current details through the administering agency when a lesson depends on
a specific number or rule.

Credit Card Debt Traps

Supports Day 65. ‘

Revolving credit becomes dangerous when a borrower carries a balance for long periods while
continuing to add new charges. High APRs, daily or monthly interest accrual, late fees, and
minimum-payment formulas can keep a balance outstanding for years even when the borrower is
making every required payment. The minimum payment is the amount required to keep the account
current; it is not a recommendation for how quickly to repay the debt.
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A debt spiral often begins with a cash-flow problem rather than a single irresponsible purchase. An
unexpected expense goes on a card, interest increases the balance, the required payment reduces
the next month’s available cash, and another expense is then charged because cash is short. This
feedback loop is why emergency savings, realistic budgets, and debt repayment are connected
rather than separate topics.

Balance transfers and consolidation can reduce interest costs when their terms are favorable, but
they do not erase principal and can introduce transfer fees, promotional-rate deadlines, or new
borrowing capacity. The useful question is whether the strategy lowers the total cost and creates a
realistic payoff path—not simply whether it lowers this month’s payment.

Debt Repayment Strategies

Supports Day 66. ‘

The debt avalanche method directs extra money to the highest-interest debt while making required
payments on the others. Mathematically, this minimizes interest cost when the borrower follows

the plan. The debt snowball method directs extra money to the smallest balance first; it may cost
more in interest but can provide faster visible wins that improve adherence. The better method is
the one a borrower can sustain, provided required payments continue on every account.

A workable repayment plan usually combines several steps: stop adding new revolving debt where
possible, protect enough cash flow to meet essential expenses, keep a small emergency buffer so
the next surprise does not immediately return to the card, and direct a defined amount above
minimum payments toward the target balance. Lowering aninterest rate can help, but the plan still
has to address the cash-flow pattern that produced or sustained the debt.

When payments are no longer manageable, early communication matters. Creditors may have
hardship options, and reputable nonprofit credit counseling organizations may offer budgeting
assistance or debt-management plans. More serious remedies, including bankruptcy, involve legal
and long-term financial consequences and are beyond the scope of a classroom rule of thumb.
Students should understand that asking for qualified help early is a financial skill, not evidence that
the situation is hopeless.

Financial Scams and Identity Theft

Supports Day 67. ‘

Most successful scams do not depend on sophisticated technology; they depend on manipulating
normal human responses. Common tactics create urgency, impersonate authority or trusted
institutions, promise unusually high rewards, exploit fear or embarrassment, or insist on payment
methods that are difficult to reverse. The central defensive habit is independent verification: pause,
find the organization’s contact information yourself, and confirm the request through a channel you
initiated.

Identity theft occurs when someone uses another person’s identifying information to open
accounts, take over existing accounts, obtain services, or commit other fraud. Prevention reduces
risk but cannot eliminate it because large data breaches can expose information even when an
individual has done nothing wrong. Credit freezes are a particularly strong preventive tool because
they restrict access to a credit file for new-account opening until the consumer lifts the freeze.

If identity theft or account compromise occurs, speed and documentation matter. The practical
sequence is to secure the affected account, contact the financial institution, change compromised
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credentials, place or maintain freezes and fraud alerts as appropriate, review credit reports and
transactions, and use the Federal Trade Commission’s identity-theft recovery process when
personal information has been misused. The exact steps depend on the type of fraud, so students
should learn the response framework rather than memorize one universal checklist.

Digital Security for Financial Accounts

Supports Day 68. ‘

Financial security increasingly depends on the security of email, phones, and other accounts used
to reset passwords or approve transactions. A strong system uses unique passwords generated
and stored by a reputable password manager, multifactor authentication, prompt software updates,
device locks, and transaction or login alerts. Securing the primary email account is especially
important because it often functions as the recovery key for many other services.

Not all multifactor methods provide equal protection. Authentication apps, security keys, and
passkeys generally resist common account-takeover techniques better than text-message codes,
although any properly configured second factor is usually better than relying on a password alone.
Students do not need to become cybersecurity experts; they need a repeatable set of habits that
removes the easiest paths attackers use.

Digital security is also a communication skill. Students should be comfortable refusing to provide
passwords, one-time codes, Social Security numbers, or banking credentials in response to an
unsolicited message or call—even when the request appears urgent or official. Legitimate
institutions can be contacted through a known app, statement, or independently located phone
number. The habit of stopping and verifying is more durable than memorizing the appearance of
today’s scams.

Unit 4 addresses financial protection from several directions: transferring catastrophic risk through
insurance, retaining manageable risk through savings, using public and private safety nets when
income is disrupted, preventing debt from compounding into a crisis, and reducing exposure to
fraud and identity theft. California-specific rules and benefit programs can change, so the teacher’s
task is to teach the durable decision framework and verify current details when a lesson depends
on a particular figure or eligibility rule. The goalis not fear or perfect protection; itis giving students
practical systems for absorbing setbacks, limiting damage, and recovering.

Unit 4 Student Vocabulary

Actual cash value — A method of valuing insured property that accounts for depreciation, paying
you what the item was worth at the time of loss rather than what it would cost to replace.

Avalanche method - A debt repayment strategy where you pay off the debt with the highest
interest rate first while making minimum payments on all others, saving the most money on
interest over time.

Balance transfer — Moving a credit card balance from a high-interest card to one with a lower or 0%
promotional rate to reduce interest costs.

Beneficiary — The person or people you name to receive a payout from a life insurance policy or
other financial account after your death.

Claim — A formal request to your insurance company asking them to pay for a covered loss or
expense.
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Coinsurance — The percentage of a covered expense you pay after meeting your deductible, with
the insurance company paying the rest.

Collision coverage — Auto insurance that pays to repair or replace your vehicle after an accident,
regardless of who was at fault.

Comprehensive coverage — Auto insurance that covers damage to your vehicle from non-collision
events like theft, vandalism, weather, or hitting an animal.

Copay (copayment) — A fixed dollar amount you pay each time you use a specific healthcare
service, such as $30 for a doctor visit.

Credit freeze — A free security measure you can place with each credit bureau that prevents new
accounts from being opened in your name until you lift it.

Data breach — An incident where personal or financial information is stolen from a company’s
systems, potentially exposing your data to criminals.

Death benefit — The lump sum of money paid to a life insurance policy’s beneficiaries when the
insured person dies.

Debt snowball method — A debt repayment strategy where you pay off the smallest balance first
while making minimum payments on all others, building momentum through quick wins.

Deductible — The amount you must pay out of pocket before your insurance begins covering costs;
choosing a higher deductible usually lowers your premium.

Disability insurance — Coverage that replaces a portion of your income if you become unable to
work due toiliness or injury.

Earthquake insurance — A separate insurance policy (not included in standard homeowners
insurance) covering damage from earthquakes, particularly relevant in California.

Emergency fund — Money set aside in an accessible account to cover unexpected expenses or
income loss, with a common target of three to six months of living expenses.

Exclusion — A specific event, condition, or type of loss that an insurance policy does not cover.

Flood insurance — A separate insurance policy (not included in standard homeowners or renters
insurance) covering damage from flooding.

Fraud alert — A notice placed on your credit file that warns lenders to verify your identity before
opening new accounts, used when you suspect your information has been compromised.

HDHP (High-Deductible Health Plan) — A health insurance plan with lower premiums and a higher
deductible, often paired with a Health Savings Account (HSA) that lets you save pre-tax money
for medical expenses.

Healthinsurance — Coverage that helps pay for medical expenses including doctor visits, hospital
stays, prescriptions, and preventive care.

HMO (Health Maintenance Organization) — A health insurance plan with lower costs that requires
you to choose a primary care physician and get referrals to see specialists, and generally only
covers in-network providers.

Homeowners insurance — A policy that covers the structure of your home, your belongings inside
it, liability if someone is injured on your property, and temporary living expenses if your home is
uninhabitable.

HSA (Health Savings Account) — A tax-advantaged savings account available to people with high-
deductible health plans, used to pay for qualified medical expenses.
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Identity theft - When someone uses your personal information (such as your Social Security
number, credit card number, or bank account details) without permission to commit fraud or
theft.

In-network provider — A doctor, hospital, or other healthcare provider that has a contract with your
insurance company, resulting in lower costs to you.

Liability coverage - Insurance that pays for damage or injury you cause to other people or their
property.

Life insurance — A policy that pays a sum of money to your chosen beneficiaries after your death,
helping replace lost income or cover expenses.

Medi-Cal — California’'s Medicaid program, providing free or low-cost health coverage to eligible
low-income individuals and families.

Medicare — A federal health insurance program primarily for people age 65 and older, funded partly
through payroll taxes.

Network (insurance) — The group of doctors, hospitals, and other providers that have agreements
with your health insurance company to provide services at negotiated rates.

Out-of-pocket maximum — The most you'll have to pay for covered healthcare services in a plan
year; after reaching this amount, insurance pays 100% of covered costs.

Password manager — A tool that securely stores and generates strong, unique passwords for all
your accounts so you don't have to remember each one.

Permanent life insurance - Life insurance (such as whole life or universal life) that covers you for

your entire life and includes a cash value component that grows over time, but costs significantly
more than term life.

Phishing — A scam where criminals send fake emails, texts, or messages designed to look like
they’re from legitimate organizations in order to trick you into revealing personal or financial
information.

PPO (Preferred Provider Organization) — A health insurance plan with higher premiums that offers
more flexibility to see specialists without referrals and provides some coverage for out-of-
network providers.

Premium — The regular payment you make to maintain insurance coverage, typically billed monthly,
semi-annually, or annually.

Proposition 13 — A California law that limits property tax to approximately 1% of a property’s
assessed value at the time of purchase, with annual increases capped at 2%.

Purerisk — A situation where only loss or no loss is possible (such as a car accident or house fire),
with no chance of gain, making it insurable.

Pyramid scheme — A fraudulent business model that recruits members with promises of payments
for enrolling others rather than from selling actual products or services.

Renters insurance — An affordable policy (typically $15-30 per month) that covers your personal
belongings, liability, and temporary living expenses if your rental becomes uninhabitable.

Replacement cost — A method of valuing insured property that pays the full cost of replacing a
damaged or stolen item with a new equivalent, without deducting for depreciation.

Risk avoidance — Eliminating a financial risk entirely by choosing not to engage in the risky activity.

Risk management — The process of identifying potential financial risks and deciding how to handle
them through avoidance, reduction, transfer, or retention.
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Risk reduction — Taking actions to decrease the likelihood or severity of a financial loss, such as
installing smoke detectors or driving safely.

Risk retention — Accepting a financial risk and planning to cover potential losses yourself, often
through an emergency fund, rather than purchasing insurance.

Risk transfer — Shifting the financial consequences of a risk to another party, most commonly by
purchasing insurance.

SDI (State Disability Insurance) — A California program funded through payroll taxes that provides
partial wage replacement if you are unable to work due to a non-work-related illness, injury, or
pregnancy.

Social engineering — A manipulation tactic where scammers trick people into revealing
confidential information by impersonating trusted individuals or organizations.

Social Security — A federal program funded by payroll taxes that provides retirement income,
disability benefits, and survivor benefits.

Speculative risk — A situation where both gain and loss are possible, such as investing in stocks or
starting a business; generally not insurable.

Term life insurance - Life insurance that provides coverage for a specific period (such as 10, 20, or
30 years) and pays a death benefit only if you die during that term; more affordable than
permanent life insurance.

Two-factor authentication — A security method that requires two separate forms of verification
(such as a password plus a code sent to your phone) before granting access to an account.

Umbrellainsurance - An additional liability policy that provides extra coverage beyond the limits of
your auto or homeowners insurance.

Underinsured motorist coverage — Auto insurance that protects you when the driver who caused
an accident doesn’t have enough insurance to cover your injuries or damages.

Unemployment insurance — A government program that provides temporary income to workers
who lose their jobs through no fault of their own, funded by employer taxes.

Uninsured motorist coverage — Auto insurance that protects you if you're hit by a driver who has no
insurance at all.
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Unit 5: Long-Term Financial Planning in a
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Unit Overview

Purpose and Positioning

Unit 5 is the capstone of the course, bringing together everything students have learned to address
long-term financial planning and wealth building. The unit is organized into three sub-units:
investing essentials (5A), understanding the broader economic forces that affect investments (5B),
and charting a personal financial future (5C). Students move from understanding investment
mechanics to recognizing how economic systems shape their financial landscape, and finally to
creating personal financial plans that reflect their own values and goals.

What Students Will Accomplish

e Understand major investment asset types including stocks, bonds, mutual funds, and ETFs

e Apply diversification and fundamental investment principles to reduce risk

e Evaluate investment considerations including risk tolerance, time horizon, fees, and emerging
assets

e Compare retirement account types and understand the power of employer matching and tax
advantages

e Recognize how economic forces (inflation, business cycles, monetary policy) affect
investments and wealth

e Understand government programs including Social Security and Medicare and their role in
retirement planning

e Develop a personal philosophy about wealth building, financial responsibility, and legacy
e Create an actionable personal financial plan incorporating concepts from the entire course
e Commit to lifelong financial learning as circumstances and the economy evolve

Pedagogical Approach

This unit connects personal finance to the broader economic world. Students see that their
financial decisions do not happen in isolation—they are shaped by inflation, business cycles,
government policy, and market forces. The progression from investment mechanics (5A) to
economic context (5B) to personal planning (5C) helps students develop both technical knowledge
and the judgment to apply it. The final days of the course emphasize synthesis, reflection, and
forward planning, sending students into their financial futures with both knowledge and
confidence.

Essential Questions and Big Ideas

Unit Essential Questions

e What does it really mean to invest, and how do | get started?
e How do economic forces and government programs affect my long-term financial plans?
e What does financial independence mean to me, and how do | work toward it?

Big Ideas

e Investingis not gambling—it is a disciplined, long-term strategy for building wealth that anyone
can begin

e Diversification and time are an investor's greatest allies; starting early matters more than
starting with a lot
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e Economic forces like inflation, interest rates, and business cycles affect every financial plan—
understanding them improves decision-making

e Government programs like Social Security and Medicare are part of retirement planning but not
sufficient on their own

e Wealthbuilding is not just about accumulation—it reflects values, enables choices, and creates
opportunities for impact

e Financial planning is a lifelong process that requires ongoing learning, adaptation, and periodic
reassessment

Unit Flow and Progression

Unit 5A: Investing Essentials (Days 69-73)

The unit opens with investment fundamentals: asset types (stocks, bonds, mutual funds, ETFs),
sound investment practices including diversification, investment considerations such as risk
tolerance and time horizon, and retirement account types. The sub-unit concludes with practical
steps for getting started early, emphasizing that beginning to invest (even with small amounts) is
more important than waiting for perfect conditions.

Unit 5B: Investing Doesn't Happen in a Vacuum (Days 74-76)

This sub-unit places investing in economic context. Students learn how market cycles and
economic forces affect investments, explore the relationship between inflation, monetary policy,
and asset values, examine government programs that affect retirement planning (Social Security,
Medicare, tax incentives), and consider retirement supplements including pensions and passive
income. The key insight is that personal financial planning must account for the dynamic economic
world.

Unit 5C: Charting Your Financial Future (Days 77-79)

The unit's final sub-unit shifts from technical knowledge to personal application. Students explore
how financial decisions reflect values, consider responsibility and legacy, commit to lifelong

financial learning, synthesize the entire course, and create personal financial plans. This sub-unit
brings the course full circle—connecting back to the goals and values students identified in Unit 1.

Course Conclusion (Day 80)

The final day provides space for comprehensive course reflection, celebrating growth, and looking
ahead to the financial decisions and opportunities that await. Students leave the course not as
financial experts but as financially capable young adults prepared to learn, adapt, and make
informed decisions throughout their lives.

Day-by-Day Teaching Notes

These notes provide focused guidance for each instructional day, highlighting key teaching
considerations, common student misconceptions, and practical tips for classroom
implementation.
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Unit 5A: Investing Essentials

Day 69: Investment Asset Types ‘

Focus: Investment asset types: stocks, bonds, mutual funds, ETFs, and real estate

Teaching Tips:

e Define stocks: shares of ownership in a company. Shareholders participate in growth through
price appreciation and sometimes dividends, and bear the loss if the company declines.
Individual stocks carry the risk that one company fails

e Define bonds: loans to a government or corporation that pay interest over a fixed term and
return the principal at maturity. Bondholders are creditors rather than owners, so returns are
more predictable and generally lower than stocks. Note that bond prices fall when interest rates
rise

e Introducereal estate as aninvestment: rental property and real estate investment trusts. Direct
ownership is illiquid, concentrated in one location, usually financed with debt, and carries
ongoing costs and management responsibility. REITs offer real estate exposure without those
demands

e Explain mutual funds pool money from many investors to buy diversified portfolios

e Introduce ETFs as similar to mutual funds but trade like stocks

e Explainindex funds track market indexes (S&P 500) automatically

e Emphasize index funds offer instant diversification at low cost

e Discuss why index funds outperform most actively managed funds over time

Watch For: This is the most practical investment lesson, and index funds are what most students
should actually use. Students arriving with interest in individual stocks or cryptocurrency are not
wrong to be curious; ground the comparison in diversification and time horizon rather than dismissing

the interest. Consider inviting a financial advisor or investment professional to discuss real-world
portfolio construction. Local credit unions and banks often provide free speakers.

e Economics thread: The organizing distinction is between owning and lending. A stock is a
share of ownership, so the holder participatesin whatever the company earns or loses. A bond
is aloan, so the holder is owed a fixed amount regardless of how well the borrower does.
Nearly every asset type sorts into one of those two, and once students have the distinction the
risk differences follow without memorization.

e Cultural relevance: For many families, real estate is the investment they know and the primary
way wealth has been built and passed to the next generation. Students from those households
may find index funds abstract while property feels concrete. Acknowledge that real estate is a
genuine asset class with real advantages, and be equally direct about what distinguishes it: it
cannot be sold quickly, it concentrates money in one location, and it is usually purchased with
borrowed money, which magnifies both gains and losses.

e Practical note: The Watch For note is right that index funds are the takeaway, and the reason
worth emphasizing is cost. A fee difference of a single percentage point compounds across
decades exactly as returns do, which means the least glamorous variable in investing is among
the most consequential. This connects the day directly back to Day 39.

Day 70: Sound Investment Practices ‘

Focus: Diversification, asset allocation, and evidence-based investing principles
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Teaching Tips:

Explain higher potential returns require accepting higher risk

Define diversification: spreading money across many investments

Demonstrate how diversification reduces risk without sacrificing returns

Use examples: one stock is risky, S&P 500 index fund spreads across 500 companies
Discuss asset allocation: mixing stocks and bonds based on age and goals

Economics thread: Diversification eliminates the risk specific to any one company but not the
risk that affects the whole market. Holding five hundred companies protects against one of
them failing; it does not protect against a general downturn. Being precise about this matters,
because students who believe diversification removes all risk are the ones most likely to panic
when a diversified portfolio falls.

Practical note: Asset allocation follows from when the money is needed rather than from age
alone, though the two usually track together. Money required in three years belongs
somewhere stable regardless of the investor's age, and money not needed for forty years can
tolerate volatility. Tying allocation to the time horizon from Day 34 gives students something to
reason about rather than a rule to memorize.

Cultural relevance: Investment advice reaches students mostly through social media, where
content promoting individual stocks, options, and cryptocurrency vastly outnumbers content
about diversified long-term holding, because the former is more engaging. Apply the incentive
question from Day 33: who profits when you trade frequently, and who profits when you hold. It
is the same test, and it generalizes better than any list of things to avoid.

Day 71: Investment Considerations

Focus: Risk tolerance, time horizon, and investment decision-making, including cryptocurrencies

Teaching Tips:

Define risk tolerance: how much volatility an investor can accept without abandoning the plan.
Distinguish capacity (how much loss the finances can absorb) from willingness (how muchloss
the person can tolerate emotionally). Both matter

Reinforce time horizon as the strongest determinant of appropriate risk: money needed soon
belongs in stable holdings regardless of tolerance

Address cryptocurrency directly: highly volatile, not backed by an issuing government, and
speculative rather than income-producing. Students are already encountering it, so treat it as a
legitimate topic while distinguishing speculation from investing

Explain expense ratios: percentage of assets charged annually

Calculate impact of 1% vs 0.1% fees over 30 years

Discuss why index funds have much lower fees than actively managed funds

Address hidden costs: trading fees, load fees, 12b-1 fees

Emphasize keeping costs low is one of the most controllable factors affecting returns

Watch For: Fees seem small but compound to large amounts, so make this concrete with calculations.
On cryptocurrency, avoid both dismissal and endorsement. Students who hold it will stop listening if it

is mocked, and the honest position is that its price behavior differs fundamentally from diversified
long-term investing.
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e Economics thread: An asset that produces income (a dividend, a coupon, rent) can be valued
by what it generates. An asset that produces nothing is worth only what the next buyer will pay.
That distinction, rather than any judgment about technology, is what separates investing from
speculating, and it applies equally to collectibles and to cryptocurrency.

e Practical note: Fees are the rare investment variable an individual fully controls. Returns
cannot be chosen, but costs can. Have students compute the thirty-year difference themselves,
since the number is more persuasive than the principle.

Day 72: Investment & Retirement Accounts

Focus: Retirement and investment accounts: 401(k), IRA, Roth, 403(b), and employer matching

Teaching Tips:

e Distinguish account type from investment: a401(k) or IRA is a container, and what goes inside it
is chosen separately. This is the most common point of confusion

e Explain employer-sponsored plans: 401 (k) in private employment, 403(b) for public schools and
nonprofits, funded by payroll deduction

e Explain employer matching: the employer contributes alongside the employee up to a limit.
Contributing enough to receive the full match is the closest thing to a guaranteed return
available

e Introduce vesting: employer contributions may require time on the job before they belong to the
employee

e Compare traditional and Roth treatment: traditional contributions reduce taxable income now
and are taxed at withdrawal, Roth contributions are made after tax and grow tax-free. Younger
workers in lower brackets often benefit from Roth

e Explain IRAs as individually opened accounts, available regardless of employer, with their own
annual contribution limits

e Note that early withdrawal generally carries penalties, which is the trade-off for the tax
advantages

Watch For: The alphabet soup overwhelms students quickly. Anchor everything to two questions: who
opens the account, and when the taxes are paid. Verify current contribution limits before presenting

figures, since they are adjusted annually.

e Economics thread: These accounts exist because policy deliberately changed the incentives
around retirement saving. The tax advantage is a subsidy designed to shift behavior, which is
the same default-and-incentive reasoning from Day 10 operating at the level of national policy.

e Practical note: The most consequential thing a student can carry from this day is a single
questionto ask at a first job: is there a match, and what do | have to contribute to receive all of
it. That question is worth more than the rest of the terminology.

e Cultural relevance: Retirement accounts assume steady employment with benefits. Workers in
agriculture, construction, restaurants, domestic work, and gig platforms often have no
employer plan at all. Name the alternatives available to them, including individual accounts and
state-facilitated programs, so the day is not addressed only to students headed for salaried
office work.

California Council on Economic Education Page 135



CAPFIT — california Personal Finance Instructional Toolkit TEACHER GUIDE

Day 73: Getting Started Early ‘

Focus: Starting early, automating contributions, and building long-term investing habits

Teaching Tips:

e Discuss practical first steps: open Roth IRA, start with index fund

e Address minimum investment amounts (many brokers now have $0 minimums)
e Emphasize automation: set up automatic monthly contributions

e Provide specific examples of low-cost index funds (VTSAX, VTI, etc.)

e Connect to employment: contribute to 401(k) immediately when hired

e Practical note: The barrier is almost never the amount, it is the account never being opened.
Many brokerages have no minimum, and small automatic contributions started young
outperform larger contributions started later. If a class period allows, walking through what
opening an account actually requires removes more friction than another compounding chart.

e Emotional note: Investing carries a status association that makes some students feel it is not
meant for them. The most useful correction is scale: the same index fund is available to
someone contributing twenty-five dollars a month and to someone contributing thousands.
The mechanism does not change with the amount.

e Cultural relevance: A student supporting a household may not be able to invest for years, and
telling them to start now can read as advice from another world. Present the principle as
something to act on when there is margin, and note that building earning capacity and avoiding
high-cost debt are also long-term wealth strategies for anyone without surplus today.

Unit 5B: Investing Doesn’t Happen in a Vacuum

Day 74: Markets Influencing Investments

Focus: Macroeconomic forces and investing: inflation, purchasing power, monetary policy, and market cycles

Teaching Tips:

e Explaininflation erodes purchasing power; investments must outpace inflation

e Discuss how interest rates affect bonds and stock valuations, and introduce the role of
monetary policy in setting them

Introduce economic indicators: GDP, unemployment, consumer confidence

Explain markets go through cycles: bull markets rising, bear markets falling

Discuss that volatility is normal and not cause for panic

Address behavioral mistakes: selling low in panic, buying high in excitement

Discuss dollar-cost averaging: investing consistently regardless of market conditions
Address that you do not need to predict the economy to invest successfully

Watch For: Economic factors matter but do not require mastery, and students may fear market
crashes. Focus on why long-term investing works despite volatility rather than on forecasting.

Consider inviting an investment professional or economist to discuss market cycles and long-term
strategy.
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Economics thread: This day completes the inflation thread opened on Day 34 and made
concrete on Day 38. The full statement is that a nominal return minus inflation gives the real
return, and only the real return changes what money can buy. Students who hold that
distinction can evaluate any claim about returns, savings rates, or wage growth.

Practical note: Dollar-cost averaging works largely because it removes the decision. An
investor contributing automatically buys more shares when prices are low and fewer when
high, without having to judge the moment. This is the Day 10 default principle applied to
investing.

Cultural relevance: Families who lost money or ahome in a downturn transmit that experience,
and a student may be carrying a well-founded caution about markets. Treat that as evidence
rather than error, and be precise about what history supports: diversified long-term holding has
recovered from downturns, while concentrated or leveraged positions sometimes have not.

Day 75: Government Programs Affecting Investments

Focus: Social Security, Medicare, and government tax incentives for retirement saving

Teaching Tips:

Revisit Social Security from Day 64 in a retirement planning frame: benefits are based on
earnings history and the age at which benefits begin

Explain that Social Security was designed as a floor rather than a full replacement of working
income, which is why personal retirement saving remains necessary

Introduce Medicare eligibility at 65 and note that it does not cover all health costs in retirement
Explain the tax incentive structure: traditional accounts defer taxes until withdrawal, Roth
accounts tax contributions now and exempt qualified withdrawals. Both are deliberate policy
choices to encourage saving

Discuss required minimum distributions in plain terms: tax-deferred money cannot be deferred
indefinitely

Note state-facilitated retirement programs for workers whose employers offer no plan, which
connects to CalSavers from Day 10

Watch For: Students may assume Social Security will either cover retirement entirely or will not exist
for them. Both assumptions discourage planning. Present it as one layer of a plan whose size depends

on policy decisions not yet made.

Classroom climate: The long-term financing of Social Security is genuinely contested and
students will have heard strong claims. The workable boundary is the same as Days 26 and
64: how the program works and how it is funded are factual, while what should be done
about its finances is a values question where reasonable people differ.

Economics thread: Tax-deferred and tax-free growth are the government deliberately
changing the price of saving to encourage more of it. Naming the mechanism keeps
students from treating these accounts as arbitrary rules and connects to the incentive
reasoning running through the course.

Day 76: Retirement Supplements ‘

Focus: Defined-benefit pensions, retirement supplements, and passive income options
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Teaching Tips:

e Introduce defined-benefit pensions: employer-guaranteed income in retirement based on salary
and years of service, still common in California public employment including teaching, and
increasingly rare in the private sector. Contrast with defined-contribution plans where the
employee bears the investment risk

e Revisit income diversification from Unit 2 in the context of wealth building

e Discuss real estate as a wealth-building tool, and the particular challenges of doing so in
California

e Address entrepreneurship and business ownership as wealth-building paths

e Explain passive income streams: dividends, rental income, royalties

e Emphasize that wealth building combines multiple strategies over time

Watch For: Avoid getting into legal complexity about wills, power of attorney, or probate. Keep the
focus conceptual and values-based. Some students may have lost family members and be sensitive
to discussions of death—frame this positively as planning for loved ones rather than dwelling on

mortality.

e Economics thread: The shift from defined-benefit pensions to defined-contribution accounts
moved investment risk from employers to individuals. That single change is why this course
exists in the form it does. Naming it explains why financial decisions that a previous generation
never faced now fall to each worker.

e California context: Public sector employment in this state, including teaching, still carries
defined-benefit pensions, which makes the concept concrete rather than historical. Many
students have a family member in such a system.

e Practical note: Passive income is rarely passive at the start. Rental property requires a down
payment and management, dividends require accumulated holdings, royalties require creating
something first. Saying so plainly inoculates students against a large volume of online claims.

Unit 5C: Charting Your Financial Future

Day 77: Foundations of Wealth Building

Focus: Wealth determinants, values alignment, and the factors that shape long-term financial outcomes

Teaching Tips:

e Revisit the Unit 1 theme: aligning money decisions with personal values and life goals

e Discuss how markets function and the government's regulatory role

e Address differences in access to wealth-building opportunities, including who has surplus to
invest, who inherits, and who has employer benefits

e Explore how financial knowledge itself is unevenly distributed and often learned at home rather
than in school

e Discuss ethical and socially responsible investing as one way values enter financial decisions

e Connect personal financial decisions to broader economic participation

Watch For: Acknowledge that outcomes are shaped by circumstances students did not choose, while

keeping the emphasis on what each student can influence. Neither framing alone is honest.
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e Classroom climate: This is the most politically exposed day in the course, and worth
reviewing carefully before publication. The sentence in the source note that financial
literacy is "privilege not universally available" carries an ideological charge that a neutral
framing can avoid: financial knowledge is unevenly distributed, often depends on what a
family could teach, and this course exists partly to close that gap. Same observation, no
contested premise.

o Economics thread: Returnto Day 1's four determinants of wealth: ability, effort, motivation,
and luck. Circumstance is the honest name for the fourth. Holding both halves at once, that
choices matter and that starting position matters, is more accurate than either claim alone
and is what makes the day teachable across a politically mixed classroom.

Day 78: Responsibility & Legacy ‘

Focus: Generational wealth, financial legacy, and personal and community responsibility

Teaching Tips:

e Introduce beneficiaries on financial accounts: the people who receive assets if you die.
Retirement accounts, life insurance, and bank accounts all allow you to name them

e Discuss keeping beneficiaries updated after major life events such as marriage, divorce, or
children

e Note that formal estate planning exists but students will not need it for many years

e Discuss charitable giving as a component of financial planning: money, time, or expertise
directed toward causes aligned with values

e Explain the tax treatment of charitable giving in general terms, including that deductions apply
only to qualifying organizations and require documentation

e Address evaluating nonprofits using independent rating and transparency services

e Explore financial legacy as values and knowledge passed to family and community, not only
money

Watch For: Keep the focus conceptual rather than legal, avoiding wills, power of attorney, and probate.
Some students have lost family members and may be sensitive to discussion of death, so frame this
as planning for the people you care about. Students with limited resources may feel they cannot give;

emphasize that time and small amounts still matter.

e Cultural relevance: Intergenerational transfer runs in both directions and is not always an
inheritance. Many students expect to support parents financially, and in many families the flow
of money upward is assumed. Present legacy broadly enough that supporting elders counts
alongside leaving assets to children.

e Practical note: Beneficiary designations override wills on the accounts they cover, which
surprises nearly everyone. The actionable point is that these forms are completed once and
rarely revisited, and an outdated designation can send money somewhere the account holder
never intended.

e Economics thread: Wealth passed between generations compounds the same way any other
holding does, whichis part of why differences in starting position persist over time. Stating the
mechanism plainly is factual and avoids the need to editorialize about it.
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Day 79: Lifelong Learning ‘

Focus: Financial capability as an ongoing journey: building habits for lifelong review and growth

Teaching Tips:

e Discuss how to stay financially informed: identifying quality resources and recognizing sales
pitches

e Address that financial planning evolves with life circumstances, and that a plan made at
eighteen should be revisited many times

e Establishareview habit: a scheduled annual check of accounts, insurance coverage, beneficiary
designations, and goals

e Discuss where to find help and when it is worth paying for it, including the difference between
advisors paid by fee and by commission

e Celebrate learning while acknowledging financial education is a lifelong process

Watch For: Students may expect this course to have made them finished rather than started. Frame
the goal as knowing what questions to ask and where to look, since the specific products, rates, and

rules will all change.

e Economicsthread: The most durable tool from the course is the incentive question introduced
on Day 33. Who benefits if | follow this advice. It requires no updating, applies to every product
and platform students will encounter, and outlasts every specific fact taught here.

e Practical note: An annual review works best attached to something already on the calendar,
such as a birthday or tax filing. Financial maintenance fails from absence of a trigger far more
often than from lack of knowledge.

Day 80: Course Conclusion ‘

Focus: Summative assessment and the Lifelong Financial Learning Plan capstone

Teaching Tips:

e Have students complete the summative assessment and the Lifelong Financial Learning Plan
capstone, incorporating work from all five units

e Review the course arc: decision-making, earning, credit and major purchases, protection and
resilience, and long-term wealth building

e Have students identify three specific actions they will take within the next year, with dates
attached

e Ask students to name the assumption in their plan most likely to change, and what they would
do if it did

e Close by connecting back to the goals students wrote on Day 2, asking what has changed in
how they see them

e End onthe course's central claim: these are learnable skills, and the students now have both
tools and the knowledge of where to find more

Watch For: End on an empowering note. Students should leave with a plan they wrote themselves
rather than a set of rules they were given. Avoid framing the capstone as a final judgment; it is a first

draft of something they will revise for decades.
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e Emotional note: Some students will finish the course more aware of their family's financial
constraints than when they started. That awareness is worth something only if it comes with
agency. Close by naming what is within their control now: earning capacity, avoiding high-cost
debt, starting early, and knowing what to ask.

e Communication: A plan explained to someone else is a plan more likely to survive. Consider
having students share one element of their plan with a family member as a closing
assignment, which also carries the course's content out of the classroom.

e Economics thread: The through-line worth naming explicitly at the end is that every financial
decisionis a trade-off under scarcity, evaluated over time, shaped by incentives. That sentence
covers Day 4 through Day 79, and students who leave holding it can reason about products this
course never mentioned.

Content Knowledge Review for Teachers

This section provides comprehensive content knowledge on retirement planning, investing, and
wealth building. Because investment topics are complex and often unfamiliar to teachers, this
content review is more extensive than previous units—covering not just what students learn but
additional depth for answering questions and building your confidence in the material. Use this as
your primary reference for Unit 5 planning and student questions.

Quick-reference note: Day references beneath each topic heading identify the lessons in this unit that the
section most directly supports.

Current-Year Check: Rates, thresholds, contribution limits, benefit amounts, application deadlines, and
program rules can change. Verify time-sensitive figures using the relevant official source before instruction;
the conceptual explanations below are intended to remain useful even when those figures change.

The Mathematics of Wealth: Compound Growth and Time Value

Supports Days 69-73; revisited in Day 77.

Compound growth is the single most powerful mathematical principle in personal finance.
Understanding it deeply (not just conceptually but intuitively) transforms how people think about
money, time, and wealth building. The fundamental insight is that money grows exponentially, not
linearly, when returns are reinvested. This exponential growth means early money compounds for
more years, making it worth far more than later contributions even if later contributions are larger
in absolute terms.

Consider two scenarios illustrating the power of starting early. Person A invests $5,000 annually
from age 25 to 35 (10 years, $50,000 total invested), then stops completely and lets it grow. Person
B invests $5,000 annually from age 35 to 65 (30 years, $150,000 total invested). Assuming 7%
annual returns, Person A ends with approximately $560,000 at age 65. Person B ends with
approximately $472,000. Despite investing one-third as much money, Person A accumulates more
wealth because those early contributions compound for 40 years instead of 30. The first decade of
growth compounds into the second, third, and fourth decades, creating exponential accumulation.
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This isn't hypothetical or special circumstances—it's mathematical certainty given reasonable
return assumptions.

The Rule of 72 provides quick estimation of compound growth. Divide 72 by the annual return
percentage to estimate how many years money takes to double. At 6% returns, money doubles
every 12 years (72 + 6 = 12). At 9% returns, money doubles every 8 years. At 3% returns, money
doubles every 24 years. This helps visualize long-term growth. Someone investing at age 25
expecting 8% returns will see their money double four times by age 65 (9 years x 4 doublings = 36
years, plus the 4 additional years). Starting with $10,000 and doubling four times yields $160,000
from that initial investment alone, plus all subsequent contributions and their compound growth.
Starting at age 45 instead provides only two doublings by 65, yielding just $40,000 from that same
initial $10,000—one-quarter the wealth due solely to lost time.

Time value of money is the complementary concept: a dollar today is worth more than a dollar
tomorrow because today's dollar can be invested to grow. This explains why $100 invested at age
25 becomes worth far more than $100 invested at age 45—not because the actual dollars are
different but because the first $100 has 20 additional years to compound. Present value and future
value calculations formalize this. If you can earn 7% annually, receiving $10,000 today is equivalent
to receiving about $19,700 in ten years—they have the same present value. Conversely, if someone
promises you $10,000 in ten years, that's only worth about $5,100 in today's dollars assuming 7%
returns you could otherwise earn. These calculations underlie all investment and retirement
planning—translating future needs into present savings requirements and vice versa.

Inflation adds another dimension to time value considerations. Inflation is the general rise in prices
over time, eroding purchasing power. At 3% annual inflation, goods costing $100 today will cost
about $134 in ten years, $180 in twenty years, and $243 in thirty years. This means retirement
savings need to grow faster than inflation to maintain purchasing power. If you save $500,000 for
retirement but inflation averages 3% annually for 30 years while your savings earn nothing, that
$500,000 will have the purchasing power of only about $206,000 in today's dollars when you retire.
This is why keeping retirement savings in low-interest savings accounts doesn't work—inflation
destroys value faster than interest builds it. Investments must outpace inflation to build real
wealth. Historically, stock market returns (approximately 10% annually) significantly exceed
inflation (approximately 3% annually), providing real growth. Bonds offer more modest real returns
(approximately 2-3% above inflation). Cash savings typically lose value to inflation over long
periods unless interest rates rise.

Teaching compound growth requires concrete examples with real numbers showing the
exponential curve. Abstract explanations about "money growing over time" don't create intuitive
understanding. Show spreadsheets or charts with year-by-year growth. Demonstrate how changing
the return rate from 6% to 8% dramatically affects 30-year outcomes (roughly $200,000 versus
$350,000 on $200 monthly contributions). Show how starting five years later cuts final
accumulation by 30-40%. Make the mathematics visible and comprehensible. Students who
develop intuitive feel for compound growth make dramatically better financial decisions throughout
life because they viscerally understand the cost of waiting and the benefit of starting early.

Retirement Accounts: Tax-Advantaged Wealth Building

Supports Days 72-73 and 75-76. ‘

Retirement accounts provide extraordinary tax advantages that dramatically increase wealth
accumulation compared to taxable accounts. The federal government incentivizes retirement
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saving by allowing either tax-deductible contributions (traditional accounts) or tax-free growth and
withdrawals (Roth accounts). Over decades, these tax benefits compound into hundreds of
thousands of dollars of additional wealth. Understanding the different account types and strategic
use of each is essential for retirement planning.

401(k) plans are employer-sponsored retirement accounts. Employees contribute through payroll
deduction, often receiving employer matching contributions—free money that should never be
declined. For 2024, employees can contribute up to $23,000 annually ($30,500 if age 50+), though
most young workers contribute far less. Contributions to traditional 401(k)s are pre-tax, reducing
taxable income in the contribution year. For someone in the 22% tax bracket, contributing $5,000
reduces their tax bill by $1,100—effectively costing only $3,900 after the tax savings. The money
grows tax-deferred; no taxes are owed on investment gains until withdrawal in retirement.
Withdrawals in retirement are taxed as ordinary income. Early withdrawals before age 59% incur
both ordinary income tax plus a 10% penalty, making 401(k)s unsuitable for short-term savings.

Employer matching is the most valuable 401(k) feature. Common matching formulas include 50%
of contributions up to 6% of salary, or 100% match on first 3% plus 50% match on next 2%. Either
way, this represents immediate 50-100% return on contributed money—no investment can match
that guaranteed return. Someone earning $50,000 with a 50% match on 6% of salary who
contributes $3,000 (6% of $50,000) receives $1,500 in employer contributions—free money adding
$1,500 annually to retirement savings. Over 30 years at 7% returns, that $1,500 annually becomes
over $140,000. Always contribute at least enough to get the full employer match; anything less is
declining free money. After securing the full match, additional retirement contributions can go to
IRAs (often offering better investment options) before returning to max out 401(k) contributions.

Roth 401(k)s are increasingly common alternatives to traditional 401(k)s. Contributions are made
post-tax (no current deduction), but all growth and qualified withdrawals in retirement are
completely tax-free. For young workers currently in low tax brackets who expect higher brackets in
retirement, Roth 401(k)s offer significant advantages. Consider someone in the 12% tax bracket
now who will be in the 22-24% bracket in retirement. Paying 12% tax now and never again beats
deferring tax only to pay 22-24% later. Additionally, Roth accounts provide tax diversification in
retirement—the ability to manage taxable income by choosing which accounts to withdraw from.
Employer matching contributions always go into traditional 401(k) accounts even if employee
contributions are Roth.

Individual Retirement Accounts (IRAs) allow tax-advantaged saving outside employer plans.
Anyone with earned income can contribute up to $7,000 annually ($8,000 if age 50+) for 2024.
Traditional IRAs work like traditional 401(k)s: contributions may be tax-deductible (deductibility
phases out at higher incomes if you have access to an employer retirement plan), growth is tax-
deferred, withdrawals are taxed as ordinary income. Roth IRAs work oppositely: contributions are
never deductible but qualified withdrawals of both contributions and earnings are completely tax-
free afterage 59%. There are income limits for Roth IRA contributions (§161,000 for single filers in
2024), though backdoor Roth conversion strategies exist for high earners.

For most young workers, Roth IRAs are extraordinarily valuable. Someone opening a Roth IRA at
age 25 and contributing $500 monthly ($6,000 annually) until age 65 will accumulate approximately
$1.37 million at 7% returns. Every dollar of that $1.37 million (both contributions and growth) can
be withdrawn completely tax-free in retirement. Compare to traditional IRA where that $1.37 million
faces ordinary income tax on withdrawal, potentially losing $300,000-400,000 to taxes. The Roth
advantage compounds over decades because tax-free growth means more money stays invested,
earning returns. Additionally, Roth IRAs have no required minimum distributions (RMDs) during the
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owner's lifetime, unlike traditional IRAs requiring withdrawals starting at age 73. This provides
flexibility and enables leaving tax-free wealth to heirs.

Strategic retirement account use involves contributing to multiple account types in priority order
based on circumstances. The general hierarchy: (1) Contribute enough to employer 401(k) to get
full match—this is free money. (2) Max out Roth IRA contributions if income eligible ($7,000 for
2024)—tax-free growth is extraordinarily valuable. (3) Return to 401(k) and contribute additional
amounts up to the annual limit if still have fundsto save. (4) Consider taxable investment accounts
for additional savings. This hierarchy balances capturing employer match (highest priority),
maximizing tax-free growth (high priority), and building tax-deferred savings. The specific priority
can shift based on individual tax situations, employer match formulas, and investment options, but
this framework serves most people well.

Investment Fundamentals: Stocks, Bonds, and Funds

Supports Day 69. ‘

Stocks represent ownership stakes in corporations. When you buy stock, you become a
shareholder—a partial owner of the company. As the company's value grows, your shares
potentially increase in value (capital appreciation). Many companies also distribute profits to
shareholders through dividends—quarterly payments per share owned. Historically, the U.S. stock
market has returned approximately 10% annually on average over long periods, though with
significant year-to-year volatility. Individual stocks can be extremely risky —a single company can
fail, taking shareholders' investment to zero. Concentration in one or a few stocks exposes
investors to company-specific risks.

Bonds represent loans to corporations or governments. When you buy a bond, you're lending
money to the issuer who promises to repay the principal at maturity plus periodic interest
payments. Bonds are generally less risky than stocks but offer lower returns—typically 3-6%
annually depending on type and duration. Government bonds (Treasuries) are considered extremely
safe because the U.S. government backs them. Corporate bonds carry more risk (companies can
default) but pay higher interest to compensate. Municipal bonds issued by states and localities are
often tax-exempt. Bond values fluctuate inversely with interest rates: when rates rise, existing bond
values fall; when rates fall, bond values rise.

Mutual funds pool money from many investors to purchase diversified portfolios of stocks, bonds,
or both. Professional managers select securities trying to beat market benchmarks. Mutual funds
offer instant diversification—buying one mutual fund share gives exposure to hundreds or
thousands of securities. However, actively managed mutual funds typically charge 0.5-2.0% annual
expenses, and research consistently shows 80-90% of active managers fail to beat market
benchmarks over long periods after fees.

Exchange-traded funds (ETFs) trade like stocks on exchanges but hold diversified portfolios like
mutual funds. Most ETFs passively track market indexes rather than employing active managers.
This passive approach results in much lower expense ratios (often 0.03-0.20% compared to 0.5-
2.0% for active funds). The ETF structure is also more tax-efficient than mutual funds. ETFs can be
traded throughout the day at market prices. For most investors, low-cost ETFs tracking broad
market indexes provide optimal combination of diversification, low costs, tax efficiency, and
liquidity.

Index funds (whether structured as mutual funds or ETFs) track market indexes like the S&P 500
(500 largest U.S. companies) or total stock market indexes. Rather than trying to beat the market,
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index funds simply match it by holding all securities in the index. This delivers: (1) Very low costs.
(2) Tax efficiency. (3) Consistent market-matching returns. (4) Simplicity. Historical data
overwhelmingly shows low-cost index funds outperform most actively managed funds over 10+
year periods after accounting for fees.

For teachers without investing backgrounds, the key point: students don't need to learn to pick
stocks or time markets. They need to understand that low-cost, diversified index funds provide
accessible, effective investing. A simple portfolio of total U.S. stock market index fund, total
international stock index fund, and total bond market index fund provides global diversification and
reasonable returns without requiring expertise. This approach has helped millions build wealth.

Risk, Return, and Diversification Principles

Supports Days 70-71. ‘

Risk and return are inextricably linked: higher potential returns require accepting higher risk of loss.
This is fundamental to how markets function. If safe investments offer 4% returns, risky
investments must offer higher potential returns (perhaps 15-20%) to compensate for increased
probability of loss. Understanding this relationship helps evaluate investment opportunities:
promises of high returns without corresponding risk are fraudulent.

Diversification reduces company-specific risk without sacrificing expected returns. Holding 30-40
stocks in different industries dramatically reduces impact of any single company's failure. One
company going bankrupt in a 30-stock portfolio causes 3.3% loss; in a 500-stock portfolio, only
0.2% loss. Market risk remains (if the overall economy declines, diversified portfolios decline too)
but company-specific disasters don't destroy the portfolio. Modern index funds provide instant
diversification across thousands of securities at minimal cost.

Asset allocation (the mix of stocks and bonds) represents the primary determinant of portfolio
returns and risk. Younger investors can accept higher stock allocations (80-100%) because they
have time to recover from downturns. Older investors nearing retirement reduce stock exposure
(40-60%) to protect wealth. Common rule: your bond allocation should roughly equal your age.
Rebalancing maintains target allocations by periodically selling appreciated assets and buying
underperformers, forcing "sell high, buy low" discipline.

Behavioral Investing and Common Mistakes

Supports Days 70-71 and 74. ‘

Behavioral finance studies how psychological factors cause suboptimal investment decisions.
Despite knowing better intellectually, investors consistently make emotion-driven mistakes. Loss
aversion causes holding losers too long while selling winners too quickly. Recency bias causes
overweighting recent experience—becoming too cautious after crashes or too aggressive after bull
markets. Overconfidence leads to believing you can predict markets or select winning stocks,
despite evidence that professional investors largely fail at both. Herd mentality drives buying
bubbles and panic selling during crashes.

Successful long-term investing requires recognizing these biases and implementing systems to
counteract them: establish target allocation and rebalancing schedule; execute mechanically
without emotional responses; maintain independent judgment regardless of crowd behavior;
acknowledge you cannot consistently beat the market; invest through diversified index funds; stay
the course through market volatility.
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Financial Legacy and Beneficiaries

Supports Day 78. ‘

Beneficiaries are individuals or organizations designated to receive assets from financial accounts,
life insurance policies, or retirement accounts after the account holder's death. Understanding
beneficiaries isimportant even for young people because these designations supersede wills—the
named beneficiary receives those assets directly regardless of what any will states.

Common accounts requiring beneficiary designation include 401 (k) retirement accounts, IRAs, life
insurance policies, and some bank accounts. When opening these accounts, account holders name
primary beneficiaries (first in line to receive assets) and often contingent beneficiaries (receive
assets if primary beneficiaries predecease the account holder). Keeping beneficiaries updated is
critical—life changes like marriage, divorce, birth of children, or death of previously named
beneficiaries require updating designations. Many people name beneficiaries when opening
accounts then forget to update them, potentially leaving assets to ex-spouses or deceased
relatives rather than intended recipients.

Financial legacy extends beyond wealth transfer to encompass values, knowledge, and behavior
modeling. The most valuable financial legacy parents provide children often isn't money but
financial literacy—teaching budgeting, demonstrating delayed gratification, modeling thoughtful
financial decisions, discussing money openly and honestly. Generational wealth can be financial
assets passed down, but it's equally the skills, knowledge, and values that enable each generation
to build their own financial security.

Formal estate planning (wills, trusts, powers of attorney) becomes important when people have
dependents (minor children), significant assets, own businesses, or face complex family situations.
Most high school students won't need these tools for many years. However, understanding that
these tools exist and recognizing when to seek professional legal advice (typically when getting
married, having children, or accumulating substantial assets) provides foundation for future
planning. The key message: estate planning is about ensuring your wishes are honored and loved
ones are protected, but students should focus now on building wealth and making sound financial
decisions rather than complex legal arrangements.

Additional Comprehensive Content for Unit 5

Social Security: Understanding America's Retirement Foundation

Supports Day 75. ‘

Social Security is the federal government's retirement, disability, and survivors insurance program,
funded through payroll taxes. Nearly all American workers pay into the system through FICA
(Federal Insurance Contributions Act) taxes—6.2% of wages up to an annual cap ($168,600 for
2024), matched by employers for a total 12.4% contribution. Self-employed individuals pay both
portions (12.4% total) through self-employment tax. These taxes fund current retirees' benefits in a
pay-as-you-go system—today's workers support today's retirees, just as future workers will support
today's workers when they retire.

Retirement benefits are calculated based on your 35 highest-earning years of covered employment,
adjusted for wage inflation. The Social Security Administration calculates your Average Indexed
Monthly Earnings (AIME) from these 35 years, then applies a progressive benefit formula to
determine your Primary Insurance Amount (PIA)—the monthly benefit you receive at full retirement
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age. The formula is progressive, replacing a higher percentage of lower earners' income than
higher earners' income. For someone reaching full retirement age in 2024, the formula replaces
90% of the first $1,174 of AIME, 32% of AIME between $1,174 and $7,078, and 15% of AIME above
§7,078. This structure makes Social Security particularly valuable for lower and middle-income
workers.

Full retirement age (FRA) is the age at which you receive 100% of your calculated benefit. For
anyone born in 1960 or later (including current high school students), FRA is 67. You can claim
benefits as early as age 62, but early claiming permanently reduces benefits—by about 30% at age
62 compared to waiting until 67. Conversely, delaying benefits past FRA increases them by roughly
8% per year until age 70. Someone with a $2,000 monthly benefit at 67 would receive only $1,400 if
claiming at 62, but $2,480 if waiting until 70. The decision involves trade-offs: claim early and
receive reduced benefits for more years, or delay for higher benefits but fewer years. Health,
financial need, and life expectancy all factor into optimal claiming strategy.

Social Security faces long-term funding challenges. The ratio of workers paying into the system to
retirees receiving benefits is declining due to aging demographics—fewer workers per retiree
means less revenue relative to obligations. Without changes, the Social Security Trust Fund is
projected to be depleted around 2034, at which point incoming tax revenue would fund only about
80% of promised benefits. Potential solutions include raising payroll tax rates, increasing or
eliminating the income cap subject to taxes, raising the full retirement age, reducing benefit growth,
or some combination. Political disagreement about which solutions to pursue has prevented
action, but some reform is inevitable. Students should understand that Social Security will likely
exist in some form when they retire, but benefits may be reduced or eligibility ages increased
compared to current law.

For retirement planning purposes, Social Security should be viewed as a foundation rather than
complete retirement income. Current average monthly benefits are roughly $1,900 ($22,800
annually). Even maximum benefits for high earners are around $3,800 monthly ($45,600 annually).
Given that financial advisors typically recommend replacing 70-80% of pre-retirement income,
Social Security alone won't provide adequate retirement income for most people. A worker earning
$60,000 annually should plan for $42,000-48,000 in retirement income; Social Security might
provide $25,000, leaving a $17,000-23,000 annual gap that must come from personal savings,
pensions, or continued work. This makes personal retirement savings through 401(k)s and IRAs
essential rather than optional for most workers.

Retirement Planning: How Much Do You Need?

Supports Days 72-76. ‘

Retirement planning involves working backward from desired retirement lifestyle to current savings
requirements. The fundamental question: How much money do | need accumulated by retirement
age to support my desired lifestyle throughout retirement? Several rules of thumb and calculation
methods provide estimates, though individual circumstances vary considerably. The goal is
developing reasonable targets rather than precise predictions impossible to make decades in
advance.

The 4% rule suggests you can safely withdraw 4% of your retirement portfolio annually, adjusted for
inflation, with minimal risk of running out of money over a 30-year retirement. This implies you need
25 times your annual retirement expenses saved (25 x 4% = 100%). If you want $50,000 annual
income in retirement and expect $20,000 from Social Security, you need $30,000 from portfolio
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withdrawals, requiring $750,000 in savings ($30,000 x 25). If you want $80,000 annually and expect
$25,000 from Social Security, you need $55,000 from savings, requiring $1.375 million (§55,000 x
25). The 4% rule isn't perfect (it may be too conservative in some scenarios, too aggressive in
others) but provides useful planning framework.

Working forward from current age to retirement, you can calculate required monthly savings to
reach your target. Online retirement calculators automate this, but the underlying math uses
compound interest formulas. A 25-year-old targeting $1 million by age 65 (40 years) expecting 7%
annual returns needs to save approximately $460 monthly. Starting at 35 (30 years) requires $950
monthly for the same $1 million goal. Starting at 45 (20 years) requires $1,900 monthly. These
dramatic differences illustrate the critical importance of starting early—the 25-year-old invests
$220,800 total to accumulate $1 million while the 45-year-old invests $456,000 for the same result,
more than double the amount, because they lost 20 years of compound growth.

Many financial advisors recommend saving 15% of gross income for retirement, starting in your
twenties. For someone earning $50,000, this means $7,500 annually (§625 monthly). This
percentage guideline automatically scales with income increases throughout your career. Someone
starting at $50,000 who receives typical raises and continues saving 15% will accumulate
substantial retirement savings. This 15% includes employer matching contributions—if your
employer matches 3%, you need to contribute 12% from your salary to reach 15% total. For young
workers, contributing enough to get full employer match, then increasing contributions 1-2%
annually until reaching 15%, provides sustainable path to retirement readiness.

Retirement expenses differ from working years in important ways. Some expenses disappear:
payroll taxes (FICA), retirement savings contributions, work-related costs (commuting, work
clothes, lunches out). Other expenses may increase: healthcare (Medicare doesn't cover
everything), leisure activities (more time for hobbies and travel), potentially long-term care in later
years. Many retirees find they need 70-80% of their pre-retirement income rather than 100%—a
$60,000 earner might live comfortably on $45,000 in retirement. However, individuals desiring
active retirement with extensive travel or expensive hobbies may need 100% or more of pre-
retirement income. Planning should reflect personal retirement vision from Unit 1's goal-setting
discussions.

Building Investment Portfolios: Practical Strategies

Supports Days 69-73. ‘

Portfolio construction involves selecting specificinvestments and determining what percentage to
allocate to each. For most individual investors, simple portfolios built from low-cost index funds
work better than complex strategies. The three-fund portfolio—total U.S. stock market index fund,
total international stock market index fund, and total bond market index fund—provides global
diversification across thousands of securities with minimal costs and complexity. This approach,
pioneered by Bogleheads (followers of Vanguard founder John Bogle), requires no special
expertise, minimal monitoring, and historically delivers solid returns.

A young investor (20s-30s) might allocate 80% stocks (60% U.S., 20% international) and 20%
bonds. As they age, they gradually shift toward bonds, perhaps reaching 40% stocks (30% U.S., 10%
international) and 60% bonds in their late 60s. The stocks-to-bonds ratio decreases as retirement
approaches because shorter time horizons make market volatility more problematic. Someone
retiring in 2 years can't afford a 40% stock market crash that might take 5+ years to recover from;
someone retiring in 30 years can accept such volatility because they have decades to recover.
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Target-date funds automate this shift—you select a fund based on your expected retirement year
(Target 2060 for someone planning to retire around 2060), and the fund automatically adjusts
stock/bond allocation as the target date approaches.

Tax location (which investments go in which account types) can significantly impact after-tax
returns. Bonds generate ordinary income taxed at your marginal tax rate, making them best suited
for tax-advantaged retirement accounts. Stocks held long-term generate capital gains taxed at
preferential rates (0%, 15%, or 20% depending on income), making them reasonably tax-efficient in
taxable accounts. International stocks generate foreign tax credits that only benefit taxable
accounts. Optimal tax location: bonds and REITs in traditional 401(k)/IRA, U.S. stocks in Roth IRA,
international stocks in taxable accounts. However, for young investors with limited assets, this
optimization matters less than simply investing consistently —asset location is a refinement for
later.

Dollar-cost averaging means investing fixed amounts at regular intervals regardless of market
conditions. Contributing $500 monthly to your 401(k) or IRA implements dollar-cost averaging
automatically. When markets are high, your $500 buys fewer shares; when markets are low, it buys
more shares. Over time, this averages your purchase price without requiring market timing.
Mathematically, lump-sum investing (investing all available money immediately) slightly
outperforms dollar-cost averaging because markets trend upward over time, so earlier investing
captures more gains. However, dollar-cost averaging provides behavioral benefits—it feels less
risky and prevents paralysis waiting for "the right time" that never comes. For most workers
investing from paychecks, dollar-cost averaging happens automatically through payroll deductions.

Economic Factors Affecting Investments and Wealth

Supports Days 74-75. ‘

Economic conditions influence investment returns and wealth accumulation, though long-term
investors can succeed across different economic environments. Understanding key economic
factors and indicators helps contextualize market movements without requiring the ability to
predict or time markets—which even professional economists consistently fail to do accurately.
The goal is informed perspective, not prediction.

Inflation—the general rise in prices over time—is perhaps the most important economic factor for
long-term wealth building. At 3% annual inflation, purchasing power halves roughly every 24 years.
Money earning less than the inflation rate loses real value even while nominal amounts increase. A
savings account earning 1% when inflation is 3% loses 2% annually in purchasing power. This
makes inflation-beating returns essential for retirement savings spanning decades. Stocks have
historically returned about 10% nominally (7% real, after inflation), making them necessary for long-
term wealth accumulation. Bonds have returned about 5-6% nominally (2-3% real). Cash savings
accounts typically trail inflation over time, making them appropriate only for emergency funds and
short-term goals, not retirement savings.

Interest rates, set primarily by the Federal Reserve through monetary policy, affect nearly all asset
prices. When the Fed raises interest rates to slow inflation, bond prices fall (because new bonds

pay higher rates, making existing lower-rate bonds less valuable), stock prices often decline (higher
borrowing costs reduce corporate profits), and real estate may cool (higher mortgage rates reduce
buying power). When the Fed lowers rates to stimulate growth, these effects reverse. However, the
Fed doesn't control long-term economic growth or returns. Over decades, economic productivity

growth and corporate earnings matter far more than short-term rate changes. Long-term investors
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should acknowledge interest rate effects without attempting to position portfolios to profit from
predicted rate changes—a strategy that typically fails.

Economic cycles (alternating periods of expansion and recession) are normal features of market
economies. Recessions (typically defined as two consecutive quarters of GDP decline) occur
roughly every 5-10 years on average, lasting 6-18 months typically. During recessions,
unemployment rises, corporate profits fall, and stock markets typically decline 20-40%. The 2008
financial crisis saw market declines exceeding 50%. These downturns feel catastrophic when
experiencing them but are temporary in historical context. Markets always eventually recover and
reach new highs. The U.S. stock market has survived the Great Depression, multiple wars, oil crises,
tech bubble bursts, financial crises, and pandemics while delivering roughly 10% annual returns
overthe long term. Staying invested through downturns is essential—selling during crashes locks in
losses and often means missing the subsequent recovery.

Gross Domestic Product (GDP) measures the total value of goods and services produced in an
economy. GDP growth indicates economic expansion; GDP decline indicates recession. Strong
GDP growth generally benefits corporate profits and stock markets, though the relationship isn't
perfectly reliable quarter-to-quarter. Unemployment rates reflect labor market health—low
unemployment indicates strong economy with ample job opportunities; high unemployment
reflects weak economy. Unemployment also affects consumer spending, which drives roughly 70%
of U.S. economic activity. Consumer confidence indices measure household optimism about
economic conditions. High confidence correlates with increased spending and investment; low
confidence with decreased economic activity. While these indicators matter for understanding
economic context, attempting to trade based on them consistently fails for most investors.

Wealth Building: Multiple Paths to Financial Independence

Supports Days 76-77. ‘

While traditional employment and retirement saving provides financial security for most Americans,
alternative and supplemental wealth-building strategies can accelerate progress or provide
additional income streams. Financial independence (having sufficient assets to support your
lifestyle without required employment) can be achieved through multiple paths, often in
combination. Students should understand these options while recognizing that all require
significant effort, risk management, and usually substantial initial capital or sweat equity.

Real estate investing involves purchasing property to generate rental income and benefit from
property appreciation. In California, this strategy faces significant challenges: extremely high
property prices (median home over $850,000), requiring substantial down payments ($170,000+ for
20% down); expensive property taxes, insurance, and maintenance; and tenant/landlord regulations
that favor tenants. A rental property generating $3,000 monthly rent might face $4,000 monthly
mortgage payment plus $800 monthly taxes/insurance/maintenance —negative cash flow unless
you have massive down payment. Real estate can build wealth through appreciation and mortgage
paydown, but it requires large initial capital, active management (or property manager fees), and
acceptance of vacancy risk, repair costs, and market downturns. It's not the accessible wealth-
building tool it may be in lower-cost states.

Entrepreneurship (starting and building businesses) creates significant wealth for some but
involves substantial risk and failure rates. Roughly 50% of new businesses fail within five years.
Successful entrepreneurs often work longer hours for less pay than employed workers for years
while building their businesses. However, successful businesses can generate income far
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exceeding employment earnings and eventually provide passive income if the owner can step back
from day-to-day operations. Service businesses (consulting, freelancing) require minimal initial
capital but trade time for money similar to employment. Product businesses require more capital
but can scale beyond the owner's personal time. Online businesses reduce barriers to entry but
face intense competition. Students interested in entrepreneurship should understand both
potential rewards and realistic challenges, ideally starting side businesses while employed to
reduce risk.

Side hustles and multiple income streams provide financial resilience and wealth-building
acceleration without requiring full entrepreneurship. Freelancing, gig work, consulting in areas of
expertise, online content creation, renting rooms or parking spaces, and other supplemental
income sources can add $500-2,000+ monthly while maintaining primary employment. Investing
this supplemental income rather than spending it can dramatically shorten timelines to financial
goals. Someone earning $60,000 annually who generates $12,000 in side income and invests it all
adds $12,000 annually to retirement savings—potentially accumulating an additional $500,000+
over a career through compound growth. Side income also diversifies risk—losing primary
employment doesn't mean zero income if side income exists.

Passive income streams (income requiring minimal ongoing effort) represent the ultimate financial
independence goal. Dividend-paying stocks and index funds generate quarterly income from
corporate profits. A $500,000 portfolio yielding 2% provides $10,000 annually in dividends without
selling any shares, plus potential appreciation. Rental properties (if positive cash flow after all
expenses) generate monthly income. Royalties from books, music, patents, or other intellectual
property can provide ongoing income. Creating digital products (online courses, software, content)
can generate sales with minimal ongoing effort. However, building substantial passive income
requires either large capital (investment portfolios), significant upfront work (creating products), or
both (real estate). It's a long-term goal rather than quick strategy.

Estate Planning: Protecting and Transferring Wealth

Supports Day 78. ‘

Estate planning involves arranging for management and distribution of your assets if you become
incapacitated or die. While high school students don't need complex estate planning,
understanding basic concepts prepares them for future responsibilities and helps them recognize
when estate planning becomes important—typically when accumulating significant assets, getting
married, having children, or starting businesses. Even basic estate planning prevents family
conflicts and ensures your wishes are honored.

A willis alegal document specifying how you want your assets distributed after death and naming
guardians for minor children. Without a will, state intestacy laws determine distribution —typically to
closest relatives in legally specified order, which may not match your wishes. Wills go through
probate (court process validating the will and overseeing distribution), which can take months and
involve costs. Despite this, everyone should have a will. Online services make simple wills
inexpensive ($100-300); complex estates require attorney assistance ($1,000-3,000+). Wills should
be updated when major life changes occur: marriage, children, divorce, significant wealth changes.

Beneficiary designations on retirement accounts, life insurance, and bank accounts supersede

wills—the named beneficiary receives those assets directly, bypassing probate. This makes keeping
beneficiaries updated critically important. Many people name beneficiaries when opening accounts
then forget to update them after marriage, divorce, or children. An outdated beneficiary designation
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might leave your 401(k) to an ex-spouse despite your will specifying otherwise. Review and update
all beneficiaries after major life events. For retirement accounts, spouses are usually optimal
primary beneficiaries due to favorable tax treatment; children as contingent beneficiaries if spouse
predeceases you.

Power of attorney documents authorize someone to make financial or medical decisions if you
become incapacitated. Financial power of attorney allows your designated agent to pay bills,
manage investments, and handle financial matters if you're unable. Medical power of attorney (also
called healthcare proxy) allows your agent to make healthcare decisions if you cannot. Without
these documents, family members must petition courts for guardianship—expensive, time-
consuming, and stressful during medical crises. Young, healthy people often skip the se documents
but they matter—accidents and sudden illnesses can incapacitate anyone. These documents are
inexpensive (often included with will preparation) and provide crucial protections.

Practical Scenarios: Applying Retirement and Investment Principles

Supports application and discussion across Days 69-79.

Understanding concepts is necessary but insufficient—students and teachers benefit from seeing
how principles apply in realistic scenarios. These examples illustrate decision-making using the
knowledge from Unit 5. Use similar scenarios when teaching to make abstract concepts concrete
and applicable.

Scenario 1: College Graduate Starting First Job

Sarah, 22, starts her first professional job earning $55,000 annually. Her employer offers a 401(k)
with 50% match on up to 6% of salary. She has $25,000 in student loans at 5% interest and lives in
California where rent consumes 30% of take-home pay. What should her retirement savings
strategy be?

Analysis: Sarah should contribute at least 6% to her 401(k) ($3,300 annually or $275 monthly) to
capture the full employer match of 3% ($1,650). This $4,950 total annual contribution is essential —
declining free money is irrational. Beyond the match, she faces competing priorities: student loan
repayment versus additional retirement savings. At 5% interest, her student loans are moderate-
cost debt. The mathematically optimal strategy likely involves splitting additional savings between
extra loan payments (guaranteed 5% return by avoiding interest) and Roth IRA contributions
(potentially higher long-term returns, but uncertain). A balanced approach: contribute the 6% to get
employer match, then split additional savings capacity—perhaps $100 monthly extra to student
loans and $100 monthly to Roth IRA. As salary increases, she can increase both. The key: start
retirement savings immediately at minimum (employer match) while also addressing student debt.

Scenario 2: Mid-Career Professional Changing Jobs

Marcus, 38, changes jobs and must decide what to do with his old 401(k) containing $85,000. His
options: (1) Leave it with old employer, (2) Roll over to new employer's 401(k), (3) Roll over to IRA,
or (4) Cash out. What factors should guide his decision?

Analysis: Cash out is virtually always wrong—triggers immediate income tax plus 10% early
withdrawal penalty, potentially costing $30,000+ of the $85,000. Between the remaining options:
Leaving money with old employer is acceptable if that 401(k) has excellent, low-cost investment
options and reasonable fees. However, old employers sometimes change 401(k) providers or
increase fees for former employees. Rolling to new employer's 401 (k) consolidates retirement
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savings in one place, simplifying management. But evaluate the new 401(k)'s investment options
and fees first—some employer plans have limited options or high costs. Rolling to an IRA (typically
at Vanguard, Fidelity, or Schwab) usually offers the best combination: unlimited investment
options, typically lower costs than 401(k) plans, and consolidated account management. For
Marcus, rolling to an IRA is likely optimal unless his new employer offers exceptional 401 (k)
options with very low costs.

Scenario 3: Young Couple Planning for Family

Emma and James, both 29, are married with combined income of $110,000. They're currently
contributing 10% to retirement ($11,000 annually) split between 401(k)s and Roth IRAs. They want
to start a family soon, which will temporarily reduce income during parental leave and increase
expenses. Should they continue retirement contributions or pause to build family savings?

Analysis: They should continue retirement contributions at minimum to capture any employer
matching—never sacrifice free money. Beyond employer match, this involves trade-offs. Ideally,
they build emergency fund to 6 months expenses before starting a family, providing buffer for
parental leave and unexpected baby expenses. If they have adequate emergency savings,
continuing Roth IRA contributions even while building baby savings makes sense given their age—
these contributions compound for 35+ years. However, if emergency savings are inadequate,
temporarily redirecting some retirement contributions to build 6-month emergency fund is
reasonable. The key: this is temporary reduction, not permanent abandonment of retirement
savings. Once emergency fund is solid and they adjust to new family budget, they resume and
ideally increase retirement contributions. They might also consider 529 college savings plans for
the baby, though retirement should take priority over college savings—you can borrow for college
but not for retirement.

Scenario 4: Late Starter Catching Up

Robert, 45, has accumulated minimal retirement savings ($25,000) due to career changes and
financial mistakes earlier. He now earns §75,000 and wants to retire at 67 (22 years). Can he still
achieve reasonable retirement security, and what strategy should he pursue?

Analysis: Robert's situation is challenging but not hopeless. Starting with $25,000 at age 45, he
needs aggressive savings to build adequate retirement funds. Using the 4% rule and assuming
Social Security provides $25,000 annually, he might need $400,000-500,000 in savings to
supplement Social Security for $50,000 total retirement income. To reach $450,000 by 67 starting
from $25,000, assuming 7% returns, he must save approximately $850 monthly ($10,200
annually)—about 14% of gross income. This is aggressive but achievable. Robert should: (1)
Maximize employer 401(k) match immediately. (2) Increase retirement contributions 1-2% annually
as salary increases. (3) Direct any bonuses, raises, or windfalls to retirement savings. (4) Plan to
work until 67 or beyond rather than early retirement. (5) Consider catch-up contributions (available
at age 50, allowing higher 401(k) and IRA contributions). (6) Avoid lifestyle inflation as income
grows—direct income increases to savings rather than spending. While Robert faces challenges
from late start, consistent aggressive saving can still provide reasonable retirement security.

Teaching with Confidence: Using This Expanded Content Segment

This extensive content review provides deep foundation for teaching Unit 5 effectively. The material
here substantially exceeds what students will learn in the 12-day unit, which is intentional. As a
teacher, you benefit from understanding concepts at deeper levels than you'llteach, allowing you to
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simplify appropriately, answer unexpected questions, and provide additional context when students
show interest or confusion. Don't feel obligated to master every detail before teaching—use this as
reference during planning and when questions arise.

Investment and retirement topics intimidate many teachers, particularly those without personal
finance backgrounds. Remember that you don't need to be an investing expert—you need to help
students understand core principles that will guide good decision-making when they begin earning
realincome. The most important lessons are: (1) Start saving early to harness compound growth.
(2) Contribute enough to get employer 401(k) matching. (3) Use low-cost index funds rather than
trying to pick stocks. (4) Diversify across many investments. (5) Stay invested through market
volatility. (6) Keep investment costs low. Students who internalize these principles will build wealth
successfully even if they never learn sophisticated investment strategies.

When students ask questions beyond your current knowledge, it's completely appropriate to say
"That's a great question (let me research that and get back to you tomorrow" or "I'm not certain
about that) let's look it up together." Modeling intellectual humility and research skills is valuable
teaching in itself. Use this comprehensive content knowledge as starting point for research when
needed. Additionally, reputable online resources (Investopedia, Bogleheads forum, major brokerage
educational pages) provide reliable information for deepening your knowledge on specific topics as
they arise.

The ultimate goal of Unit 5 (and the entire personal finance course) is empowering students to
make informed financial decisions throughout their lives. Financial markets will evolve, specific
products will change, and tax laws will adjust, but fundamental principles remain constant.
Students who understand compound growth, diversification, risk management, and the importance
of starting early have tools for financial success regardless of future changes. Your teaching
provides foundation; their lives provide continuing education. What matters most is inspiring
studentsto start saving and investing early when they do begin earning—that single decision may
impact their lifetime wealth more than any other financial choice they make.

Unit 5 Student Vocabulary

401(k) - An employer-sponsored retirement savings account where you contribute pre-tax money
through payroll deductions, often with an employer match; taxes are paid when you withdraw in
retirement.

403(b) - A retirement savings plan similar to a 401(k) but available to employees of public schools,
nonprofits, and certain other tax-exempt organizations.

4% rule — A retirement planning guideline suggesting you can withdraw 4% of your savings each
year in retirement with low risk of running out of money over a 30-year period.

Asset allocation — The way you divide your investments among different asset types (such as
stocks, bonds, and cash), which is the primary factor determining your portfolio’s risk and return.

Bear market — A period when investment prices are falling significantly (generally defined as a
decline of 20% or more), often accompanied by widespread pessimism.

Beneficiary — A person or organization you designate to receive assets from your financial
accounts, retirement plans, or life insurance policy after your death.

Bond — Aninvestment where you lend money to a company or government in exchange for regular
interest payments and the return of your principal at a set maturity date.
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Brokerage account — An investment account that lets you buy and sell stocks, bonds, mutual
funds, and ETFs; unlike retirement accounts, it has no contribution limits or early withdrawal
penalties, but no special tax advantages.

Bull market — A period when investment prices are rising significantly, often accompanied by
economic optimism and investor confidence.

Capital appreciation — An increase in the value of an investment over time; if you buy a stock at
$50 and it rises to $75, the $25 increase is capital appreciation.

Capital gains — The profit you earn when you sell an investment for more than you paid for it; long-
term capital gains (held over one year) are taxed at lower rates than short-term gains.

Compound growth — The process by which investment returns generate their own returns over
time, creating accelerating growth the longer money stays invested.

Consumer Price Index (CPI) — A measure of the average change in prices paid by consumers for a
standard set of goods and services, used as the primary indicator of inflation.

Dividend — A payment made by a company to its shareholders, typically from profits, providing
income in addition to any increase in the stock’s price.

Dollar-cost averaging — Investing a fixed amount of money at regular intervals regardless of
market conditions, which automatically buys more shares when prices are low and fewer when
prices are high.

Donor-advised fund — A charitable giving account that provides an immediate tax deduction when
you contribute, then allows you to recommend grants to specific charities over time.

Employer match — Money your employer contributes to your retirement account based on how
much you contribute, effectively giving you free money for saving.

Estate planning — The process of arranging for how your assets will be managed and distributed if
you become incapacitated or after you die, including wills, beneficiary designations, and powers
of attorney.

ETF (Exchange-Traded Fund) — An investment fund that trades on a stock exchange like a regular
stock but holds a diversified collection of assets, often tracking a market index at very low cost.

Expense ratio — The annual fee charged by a mutual fund or ETF, expressed as a percentage of
your investment; lower expense ratios mean more of your money stays invested and growing.

Federal Reserve — The central bank of the United States, which sets monetary policy including
interest rates that affect borrowing costs, investment returns, and the overall economy.

Financial independence — Having enough income from savings, investments, or passive sourcesto
cover your living expenses without needing to work, giving you the freedom to choose how you
spend your time.

Full retirement age (FRA) — The age at which you're entitled to receive 100% of your Social Security
retirement benefit; for anyone born in 1960 or later, this is age 67.

GDP (Gross Domestic Product) — The total value of all goods and services produced in a country
during a specific period, used as the primary measure of economic health and growth.

Index fund — A mutual fund or ETF that automatically tracks a market index (like the S&P 500) by
holding all or most of the securities in that index, offering broad diversification at very low cost.

Inflation — The general rise in prices over time, which reduces the purchasing power of money; at
3% annual inflation, something costing $100 today would cost about $134 in ten years.
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Interest rate (Federal Reserve) — The rate set by the Federal Reserve that influences borrowing
costs throughout the economy; when raised, borrowing becomes more expensive and saving
more rewarding, and vice versa.

IRA (Individual Retirement Account) — A tax-advantaged retirement savings account you open on
your own (not through an employer), available in traditional (tax-deductible contributions, taxed
withdrawals) and Roth (after-tax contributions, tax-free withdrawals) versions.

Monetary policy — Actions taken by the Federal Reserve to influence the economy, primarily by
raising or lowering interest rates to manage inflation and employment.

Mutual fund — An investment that pools money from many investors to buy a diversified portfolio
of stocks, bonds, or other assets, managed by a professional fund manager.

Passive income - Earnings from sources that require minimal ongoing effort, such as dividends
from investments, rental income, or royalties.

Portfolio — The collection of all your investments, including stocks, bonds, funds, and other assets.

Power of attorney — A legal document that authorizes someone you trust to make financial or
medical decisions on your behalf if you become unable to do so.

Rebalancing — Adjusting your portfolio back to your target asset allocation by selling investments
that have grown beyond their target percentage and buying those that have fallen below.

Recession — A significant decline in economic activity lasting months or longer, typically defined as
two consecutive quarters of declining GDP, often accompanied by rising unemployment.

Risk tolerance - Your personal willingness and ability to accept the possibility of losing money on
investments in exchange for the potential of higher returns.

Rollover - Moving money from one retirement account to another (such as from an old employer’s
401(k) to an IRA) without triggering taxes or penalties.

Roth 401(k) - An employer-sponsored retirement account where contributions are made with after-
tax dollars, but all growth and qualified withdrawals in retirement are completely tax-free.

Roth IRA - An individual retirement account where you contribute after-tax money, but all growth
and qualified withdrawals are completely tax-free; especially valuable for young people in lower
tax brackets.

S&P 500 — A stock market index tracking the 500 largest publicly traded U.S. companies, widely
used as a benchmark for overall U.S. stock market performance.

Shareholder — A person who owns shares of stock in a company, making them a partial owner with
a claim on the company'’s profits and assets.

Social Security — A federal program funded by payroll taxes that provides retirement income,
disability benefits, and survivor benefits; for most people, it serves as a foundation of retirement
income but not a complete replacement for working income.

Stock - A share of ownership in a company; owning stock entitles you to a portion of the
company'’s profits (through dividends) and potential gains if the stock’s price increases.

Tax-advantaged account — An investment account (like a 401(k), IRA, Roth IRA, or HSA) that
provides special tax benefits, either reducing taxes now or allowing tax-free growth and
withdrawals later.

Tax location — The strategy of placing investments in the most tax-efficient account type; for
example, putting bonds in tax-advantaged accounts and stocks in taxable accounts to minimize
overall taxes.
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Three-fund portfolio — A simple, widely recommended investment strategy using just three index
funds—a U.S. stock fund, an international stock fund, and a bond fund—to achieve broad
diversification at low cost.

Time horizon — The length of time you plan to hold an investment before needing the money;
longer time horizons allow you to take more risk because you have time to recover from market
downturns.

Vesting — The process by which you earn full ownership of employer contributions to your
retirement account; some employers require you to work a certain number of years before their
matching contributions fully belong to you.

Volatility — The degree to which investment prices fluctuate over time; higher volatility means
larger price swings, which represents both greater risk and greater potential reward.

Will - A legal document that specifies how you want your assets distributed after your death and, if
applicable, names guardians for your minor children.

Yield — The income return on an investment, expressed as a percentage; for bonds, this is the
interest payment relative to the price; for stocks, it's the dividend relative to the price.
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Comprehensive Glossary of Terms

Every term from the five unit vocabulary lists, merged and alphabetized. The unit shown in parentheses is where
the term is introduced; terms appearing in more than one unit list all of them.

0-9

1099 form — A tax document reporting income you earned as an independent contractor or from
other non-employment sources, where taxes were not withheld by a payer. (unit 2)

4% rule — A retirement planning guideline suggesting you can withdraw 4% of your savings each
year in retirement with low risk of running out of money over a 30-year period. (Unit 5)

401(k) - An employer-sponsored retirement savings account that allows you to contribute pre-tax
money from your paycheck, often with an employer match. (unit 2, unit 5)

403(b) — A retirement savings plan similar to a 401(k) but available to employees of public schools,
nonprofits, and certain other tax-exempt organizations. (Unit 5)

50/30/20 rule — A budgeting guideline that suggests spending roughly 50% of after-tax income on
needs, 30% on wants, and 20% on savings and debt repayment. (uUnit 2)

A

Actual cash value — A method of valuing insured property that accounts for depreciation, paying
you what the item was worth at the time of loss rather than what it would cost to replace. (unit 4)

Adjustable-rate mortgage (ARM) — A home loan with an interest rate that starts low but can
change periodically based on market conditions, meaning your monthly payment may increase
over time. (Unit 3)

Amortization — The process of gradually paying off a loan through regular payments; early
payments go mostly toward interest, while later payments go mostly toward principal. (Unit 3)

Anchoring bias — The tendency to rely too heavily on the first piece of information you encounter
(like a price tag or salary number) when making a decision. (unit 1)

Annual fee — A yearly charge some credit card companies require just for having the card, separate
from any interest charges. (unit 3)

Apprenticeship — A paid training program where you learn a skilled trade through on-the-job
experience combined with classroom instruction. (Unit 2)

APR (Annual Percentage Rate) — The yearly interest rate charged on borrowed money, such as a
credit card balance or loan. (unit 1, Unit 3)

APY (Annual Percentage Yield) — The total amount of interest you earn on savings in one year,
including the effect of compounding. (unit 3)

Asset allocation — The way you divide your investments among different asset types (such as

stocks, bonds, and cash), which is the primary factor determining your portfolio’s risk and return.
(Unit 5)

ATM (Automated Teller Machine) — A machine that lets you withdraw cash, check your balance, or
make deposits using your debit card and PIN. (unit 1)

Authorized user — A person added to someone else’s credit card account who can make purchases
and benefit from the account’s payment history on their own credit report. (unit 3)

Availability heuristic — See "Reference bias." (unit 1)

Avalanche method - A debt repayment strategy where you pay off the debt with the highest
interest rate first while making minimum payments on all others, saving the most money on
interest over time. (Unit 4)
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Balance transfer — Moving a credit card balance from a high-interest card to one with a lower or 0%
promotional rate to reduce interest costs. (Unit 4)

Bear market — A period when investment prices are falling significantly (generally defined as a
decline of 20% or more), often accompanied by widespread pessimism. (unit 5)

Behavioral economics — The study of how psychological factors (like emotions, habits, and mental
shortcuts) influence the financial decisions people make. (unit 1)

Beneficiary — The person or people you name to receive a payout from a life insurance policy or
other financial account after your death. (unit 4, unit 5)

Benefits — Non-wage compensation provided by an employer, such as health insurance, retirement
contributions, paid time off, and disability coverage. (unit 2)

Biweekly pay - A pay schedule in which you receive a paycheck every two weeks, resulting in 26
pay periods per year. (Unit 2)

Bond - A type of investment where you lend money to a company or government in exchange for
regular interest payments and the return of your principal at a set date. (Unit 2, Unit 5)

Brokerage account — An investment account that lets you buy and sell stocks, bonds, mutual
funds, and ETFs; unlike retirement accounts, it has no contribution limits or early withdrawal
penalties, but no special tax advantages. (Unit 5)

Budget — A plan for how to divide your income among expenses, savings, and financial goals. (unit
1)

Bull market - A period when investment prices are rising significantly, often accompanied by
economic optimism and investor confidence. (Unit 5)

c

Cal Grant - A California state financial aid program providing grants (free money) to eligible
students attending college in California, with several types based on GPA and income. (Unit 3)

CalFile — California’s free online tax filing system for state income tax returns. (Unit 2)

CalKIDS - A California program that automatically deposits money into college savings accounts
for children born in the state after July 1, 2022. (unit 3)

Capital appreciation — An increase in the value of an investment over time; if you buy a stock at
$50 and it rises to $75, the $25 increase is capital appreciation. (Unit 5)

Capital gains — The profit you earn when you sell an investment for more than you paid for it; long-
term capital gains (held over one year) are taxed at lower rates than short-term gains. (unit 5)

Cash flow — The timing and movement of money coming in (income) and going out (expenses)
over a specific period. (Unit 2)

Cash flow calendar — A planning tool that maps out when income arrives and when bills are due,
helping you avoid shortfalls between paychecks. (unit 2)

Certificate of deposit (CD) — A savings product where you deposit money for a set period of time
at a fixed interest rate; withdrawing early usually means paying a penalty. (unit 1)

Certified pre-owned (CPO) - A used vehicle that has been inspected and refurbished by the
manufacturer and comes with a limited warranty. (unit 3)

Checking account — A bank account designed for everyday transactions like paying bills, making
purchases with a debit card, and depositing paychecks. (unit 1)

Claim - A formal request to your insurance company asking them to pay for a covered loss or
expense. (Unit 4)
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Closing costs — Fees paid when finalizing a home purchase, typically 2—5% of the purchase price,
covering inspections, title insurance, lender fees, and escrow. (Unit 3)

Coinsurance — The percentage of a covered expense you pay after meeting your deductible, with
the insurance company paying the rest. (Unit 4)

Collision coverage — Auto insurance that pays to repair or replace your vehicle after an accident,
regardless of who was at fault. (unit 4)

Compound growth — The process by which investment returns generate their own returns over
time, creating accelerating growth the longer money stays invested. (unit 5)

Compound interest — Interest calculated on both the original amount of money and on the interest
that has already been earned (or charged), causing money to grow (or debt to increase) faster
over time. (Unit 1, Unit 3)

Comprehensive coverage — Auto insurance that covers damage to your vehicle from non-collision
events like theft, vandalism, weather, or hitting an animal. (unit 4)

Consumer Price Index (CPI) — A measure of the average change in prices paid by consumers for a
standard set of goods and services, used as the primary indicator of inflation. (unit 5)

Copay (copayment) — A fixed dollar amount you pay each time you use a specific healthcare
service, such as $30 for a doctor visit. (Unit 4)

Cost of attendance — The total estimated cost of one year of college, including tuition, fees, room
and board, books, transportation, and personal expenses. (Unit 3)

Credit — The ability to borrow money or access goods and services with the agreement to pay later,
usually with interest. (unit 3)

Credit bureau — A company (Experian, Equifax, or TransUnion) that collects information about your
borrowing and payment history and produces your credit report. (Unit 3)

Credit card — A card that lets you borrow money from a lender to make purchases, with the
agreement that you will repay the amount plus interest if you don’t pay in full each month. (unit 1)

Credit freeze — A free security measure you can place with each credit bureau that prevents new
accounts from being opened in your name until you lift it. (Unit 4)

Credit limit — The maximum amount a credit card company allows you to borrow on your card at
any given time. (Unit 3)

Credit report — A detailed record maintained by credit bureaus showing your credit accounts,
payment history, balances, and other information lenders use to evaluate you. (unit 3)

Credit score — A number (typically 300-850) that summarizes your creditworthiness based on your
credit history; higher scores lead to better loan terms and lower interest rates. (Unit 3)

Credit union - A not-for-profit financial institution owned by its members, which often offers lower
fees and better interest rates than traditional banks. (unit 1)

Credit utilization — The percentage of your available credit that you're currently using; keeping this
below 30% helps your credit score. (Unit 3)

Credit-builderloan — A small loan designed to help people with no credit history establish a record
of on-time payments; the borrowed amount is held in a savings account until repaid. (unit 3)

D

Data breach — An incident where personal or financial information is stolen from a company’s
systems, potentially exposing your data to criminals. (Unit 4)

Death benefit — The lump sum of money paid to a life insurance policy’s beneficiaries when the
insured person dies. (Unit 4)

Debit card — A card linked directly to your checking account that withdraws money immediately
when you make a purchase or ATM withdrawal. (unit 1)

California Council on Economic Education Page 160



CAPFIT — california Personal Finance Instructional Toolkit TEACHER GUIDE

Debt snowball method — A debt repayment strategy where you pay off the smallest balance first
while making minimum payments on all others, building momentum through quick wins. (unit 4)

Decision-making framework — A structured approach (such as the PACED model) for thinking
through important choices by identifying options, setting criteria, and evaluating alternatives. (unit
1)

Deductible — The amount you must pay out of pocket before your insurance begins covering costs;
choosing a higher deductible usually lowers your premium. (unit 4)

Deduction (tax) — An amount subtracted from your gross income before your tax is calculated,
which lowers the amount of income subject to tax. (unit 2)

Deferment — A temporary pause on student loan payments during which, for subsidized loans, the
government pays the interest. (Unit 3)

Deficit — The amount by which expenses exceed income in a given period. (unit 1)

Depreciation — The loss of value over time; new cars, for example, typically lose 20-30% of their
value in the first year alone. (Unit 3)

Direct deposit — An electronic transfer of your paycheck directly into your bank account,
eliminating the need for a paper check. (unit 2)

Disability insurance — Coverage that replaces a portion of your income if you become unable to
work due to illness or injury. (unit 4)

Discretionary spending — Money spent on things you want but don't strictly need, like
entertainment, dining out, or hobbies. (unit 1)

Diversification — Spreading your money across different types of investments to reduce the risk
that a loss in one area will significantly hurt your overall finances. (unit 2)

Dividend — A payment made by a company to its shareholders, typically from profits, providing
income in addition to any increase in the stock’s price. (Unit 5)

Dollar-cost averaging — Investing a fixed amount of money at regular intervals regardless of
market conditions, which automatically buys more shares when prices are low and fewer when
prices are high. (unit 5)

Donor-advised fund — A charitable giving account that provides an immediate tax deduction when
you contribute, then allows you to recommend grants to specific charities over time. (unit 5)

Down payment — An upfront cash payment made when purchasing an expensive item like a car or
home, which reduces the amount you need to borrow. (unit 3)

E

Earned Income Tax Credit (EITC) — A federal tax credit for low-to-moderate income workers that
can reduce taxes owed or result in a refund. (unit 2)

Earthquake insurance — A separate insurance policy (not included in standard homeowners
insurance) covering damage from earthquakes, particularly relevant in California. (unit 4)

Effective tax rate — The actual percentage of your total income that you pay in taxes after
accounting for all brackets, deductions, and credits. (unit 2)

Emergency fund — Money set aside in a safe, accessible account to cover unexpected expenses

like car repairs or medical bills, typically targeting three to six months of living expenses. (unit 2,
Unit 4)

Employer match — A benefit where your employer contributes money to your retirement account
based on how much you contribute, essentially giving you free money for saving. (unit 2, Unit 5)

Endowment effect — The tendency to value something more highly simply because you already
own it. (Unit 1)
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Entrepreneurship — Starting and running your own business, taking on financial risk in exchange
for the potential of profit and independence. (unit 2)

Envelope system — A cash-based budgeting method where you divide money into physical or
virtual envelopes for different spending categories and stop spending in a category when its
envelope is empty. (Unit 2)

Equity — The portion of an asset (like a home) that you actually own, calculated as the asset’s
current value minus what you still owe on it. (unit 3)

Escrow — An account managed by a third party that holds funds during a transaction, commonly
used in home purchases to collect property tax and insurance payments alongside your
mortgage. (Unit 3)

Estate planning — The process of arranging for how your assets will be managed and distributed if
you become incapacitated or after you die, including wills, beneficiary designations, and powers
of attorney. (Unit 5)

Estimated taxes — Quarterly tax payments that self-employed individuals must make to the IRS and
state because no employer is withholding taxes from their income. (Unit 2)

ETF (Exchange-Traded Fund) — An investment fund that trades on a stock exchange like a regular
stock but holds a diversified collection of assets, often tracking a market index at very low cost.
(Unit 5)

Exclusion — A specific event, condition, or type of loss that an insurance policy does not cover. (Unit
4)

Expected Family Contribution (EFC) — The amount of money the FAFSA formula determines your
family can contribute toward college costs, used to calculate financial aid eligibility. (unit 3)

Expense ratio — The annual fee charged by a mutual fund or ETF, expressed as a percentage of

your investment; lower expense ratios mean more of your money stays invested and growing.
(Unit 5)

F

FAFSA (Free Application for Federal Student Aid) — The federal form required to apply for most
financial aid including grants, federal student loans, and work-study; also required for Cal Grants
in California. (unit 3)

FDIC (Federal Deposit Insurance Corporation) — A government agency that insures deposits at
member banks up to $250,000 per depositor, protecting your money if the bank fails. (unit 1)

Federal Direct Loan — A student loan funded by the U.S. Department of Education, available in
subsidized and unsubsidized versions with fixed interest rates and borrower protections. (unit 3)

Federal Reserve — The central bank of the United States, which sets monetary policy including
interest rates that affect borrowing costs, investment returns, and the overall economy. (unit 5)

FICA (Federal Insurance Contributions Act) — The payroll taxes that fund Social Security (6.2% of
gross pay) and Medicare (1.45% of gross pay), paid by both employees and employers. (unit 2)

FICO score — The most widely used brand of credit score, developed by the Fair Isaac Corporation,
ranging from 300 to 850. (unit 3)

Filing status — A category on your tax return (such as Single, Married Filing Jointly, or Head of
Household) that affects your tax brackets, standard deduction, and eligibility for certain credits.
(Unit 2)

Financial goal — A specific monetary target connected to something you want to achieve, such as
saving $3,000 for a car by next summer. (Unit 1)

Financial independence — Having enough income from savings, investments, or passive sources to
cover your living expenses without needing to work, giving you the freedom to choose how you
spend your time. (Unit 5)
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Fixed expenses — Costs that stay roughly the same each month, such asrent, insurance premiums,
or subscription payments. (Unit 1)

Fixed-rate mortgage — A home loan with an interest rate that stays the same for the entire life of
the loan, keeping your monthly payment predictable. (unit 3)

Flood insurance — A separate insurance policy (not included in standard homeowners or renters
insurance) covering damage from flooding. (unit 4)

Forbearance — A temporary pause or reduction in student loan payments during which interest
continues to accrue on all loan types, increasing the total amount owed. (unit 3)

Foreclosure — The legal process by which a lender takes possession of a home when the borrower
fails to make mortgage payments. (unit 3)

Fraud alert — A notice placed on your credit file that warns lenders to verify your identity before
opening new accounts, used when you suspect your information has been compromised. (Unit 4)

Freelancing — Working independently for multiple clients rather than as an employee of a single
company, typically as an independent contractor. (Unit 2)

FSA ID — The username and password that students and parents use to electronically sign the
FAFSA and access federal student aid information. (unit 3)

Full retirement age (FRA) — The age at which you're entitled to receive 100% of your Social Security
retirement benefit; for anyone born in 1960 or later, this is age 67. (unit 5)

G

GDP (Gross Domestic Product) — The total value of all goods and services produced in a country
during a specific period, used as the primary measure of economic health and growth. (unit 5)

Gig economy — A labor market characterized by short-term, flexible, or freelance work rather than
traditional permanent employment. (Unit 2)

Grace period (credit card) — The window of time (typically 21-25 days) between the end of a billing

cycle and the payment due date, during which no interest is charged if you pay the full balance.
(Unit 3)

Grace period (student loan) — The six-month period after graduation or leaving school during which
no loan payments are required. (Unit 3)

Gross pay — Your total earnings before any taxes or other deductions are taken out. (unit 2)

H

Habit loop — The three-part cycle (cue, routine, reward) through which behaviors become automatic
over time. (Unit 1)

Habit stacking — Attaching a new habit to an existing routine to make it easier to remember and
sustain. (Unit 1)

Hard inquiry — A credit check initiated when you apply for a loan or credit card that temporarily
lowers your credit score by a few points. (Unit 3)

HDHP (High-Deductible Health Plan) — A health insurance plan with lower premiums and a higher
deductible, often paired with a Health Savings Account (HSA) that lets you save pre-tax money
for medical expenses. (Unit 4)

Head of Household - A tax filing status for unmarried individuals who pay more than half the cost
of maintaining a home for a qualifying dependent. (unit 2)

Health insurance — Coverage that helps pay for medical expenses including doctor visits, hospital
stays, prescriptions, and preventive care. (Unit 4)
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HMO (Health Maintenance Organization) — A health insurance plan with lower costs that requires
you to choose a primary care physician and get referrals to see specialists, and generally only
covers in-network providers. (Unit 4)

Homeowners insurance — A policy that covers the structure of your home, your belongings inside
it, liability if someone is injured on your property, and temporary living expenses if your home is
uninhabitable. (unit 4)

Hourly wage — A rate of pay calculated per hour worked, where your total pay depends on the
number of hours you work. (unit 2)

HSA (Health Savings Account) — A tax-advantaged savings account available to people with high-
deductible health plans, used to pay for qualified medical expenses. (Unit 4)

Identity theft — When someone uses your personal information (such as your Social Security
number, credit card number, or bank account details) without permission to commit fraud or
theft. (unit 4)

Impulse buying — Making unplanned purchases driven by emotion orimmediate desire rather than
need or budgeted intention. (uUnit 1)

In-network provider — A doctor, hospital, or other healthcare provider that has a contract with your
insurance company, resulting in lower costs to you. (Unit 4)

Income - Money received from any source, including wages, allowances, gifts, or investment
returns. (Unit 1)

Income-driven repayment - A federal student loan repayment plan that caps your monthly
payment at a percentage of your discretionary income, with remaining balances forgiven after
20-25 years. (Unit 3)

Independent contractor — A self-employed worker who provides services to a client or company
but is not considered an employee, receiving a 1099 form instead of a W-2. (Unit 2)

Index fund — A mutual fund or ETF that automatically tracks a market index (like the S&P 500) by
holding all or most of the securities in that index, offering broad diversification at very low cost.
(Unit 5)

Inflation — The general rise in prices over time, which reduces the purchasing power of money; at
3% annual inflation, something costing $100 today would cost about $134 in ten years. (Unit 5)

Installment credit — A loan for a fixed amount repaid in regular, scheduled payments over a set
period of time, such as an auto loan or mortgage. (unit 3)

Interest — Money paid to you for keeping your funds in a savings account (earned interest), or
money charged to you for borrowing (paid interest). (unit 1)

Interest rate — The percentage a lender charges you to borrow money, or that a bank pays you for
keeping money in a savings account. (Unit 3)

Interest rate (Federal Reserve) — The rate set by the Federal Reserve that influences borrowing
costs throughout the economy; when raised, borrowing becomes more expensive and saving
more rewarding, and vice versa. (Unit 5)

Investing — Putting money into assets like stocks, bonds, or real estate with the expectation that
their value will grow over time, accepting some risk in exchange for potential returns. (unit 2)

IRA (Individual Retirement Account) — A tax-advantaged retirement savings account you open on
your own (not through an employer), available in traditional (tax-deductible contributions, taxed
withdrawals) and Roth (after-tax contributions, tax-free withdrawals) versions. (unit 5)

IRS (Internal Revenue Service) — The federal government agency responsible for collecting taxes
and enforcing tax laws. (Unit 2)
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IRS Free File — A program offering free federal tax preparation and filing software for individuals
with income below a certain threshold. (unit 2)

ltemized deductions - A list of specific eligible expenses (such as mortgage interest or large

medical bills) that you can subtract from your income instead of taking the standard deduction.
(Unit 2)

L

Lease (housing) — A legal agreement between a tenant and landlord specifying rent amount, length
of stay, rules, and responsibilities for both parties. (unit 3)

Lease (vehicle) — An arrangement where you pay to use a car for a set period (typically 2—-3 years)
and return it at the end, without owning it. (Unit 3)

Liability coverage - Insurance that pays for damage or injury you cause to other people or their
property. (Unit 4)

Life insurance — A policy that pays a sum of money to your chosen beneficiaries after your death,
helping replace lost income or cover expenses. (Unit 4)

Liquidity - How quickly and easily an asset or account can be converted to cash without losing
value. (Unit 2)

Loan-to-value ratio — The size of your loan compared to the value of what you're buying; lenders
prefer this ratio to be below 100%. (unit 3)

Loss aversion — The tendency to feel the pain of losing money more strongly than the pleasure of
gaining the same amount. (Unit 1)

Marginal tax rate — The tax rate applied to the last dollar of your income; in a progressive tax
system, this is the rate of the highest bracket your income reaches. (unit 2)

Medi-Cal — California’'s Medicaid program, providing free or low-cost health coverage to eligible
low-income individuals and families. (unit 4)

Medicare — A federal health insurance program primarily for people age 65 and older, funded partly
through payroll taxes (1.45% of gross pay from both employee and employer). (unit 2, unit 4)

Mental accounting — The habit of treating money differently depending on where it came from or
what it's labeled for, even though all dollars are equal. (Unit 1)

Minimum payment — The smallest amount a credit card company requires you to pay each month,
which keeps your account in good standing but can result in years of debt and high interest
costs. (Unit 1)

Monetary policy — Actions taken by the Federal Reserve to influence the economy, primarily by
raising or lowering interest rates to manage inflation and employment. (unit 5)

Money market account — A type of savings account that typically offers a slightly higher interest
rate than a regular savings account but may require a higher minimum balance. (unit 1)

Mortgage - A long-term loan used to purchase real estate, where the property itself serves as
collateral that the lender can take if you stop making payments. (unit 3)

Mutual fund — An investment that pools money from many investors to buy a diversified mix of
stocks, bonds, or other assets, managed by a professional fund manager. (unit 2, unit 5)

NCUA (National Credit Union Administration) — A government agency that insures deposits at
member credit unions up to $250,000 per depositor. (Unit 1)
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Needs - Expenses required for basic survival and functioning, such as food, shelter, healthcare,
and transportation to work. (unit 1)

Net pay — Your take-home pay after all taxes, insurance premiums, retirement contributions, and
other deductions have been subtracted from gross pay. (unit 2)

Net price calculator — An online tool available on every college’s website that estimates the actual
cost of attending after typical financial aid for your family’s income level. (unit 3)

Network (insurance) — The group of doctors, hospitals, and other providers that have agreements
with your health insurance company to provide services at negotiated rates. (Unit 4)

0

Opportunity cost — The value of the next best option you give up when you make a choice. (unit 1)

Out-of-pocket maximum — The most you'll have to pay for covered healthcare services in a plan
year; after reaching this amount, insurance pays 100% of covered costs. (Unit 4)

Overdraft - When you spend more money than is available in your checking account, often
resulting in a fee from your bank. (unit 1)

Overtime pay — A higher rate of pay (typically 1.5 times your regular hourly rate) required by law for
hours worked beyond a set threshold; in California, overtime applies after 8 hours in a day or 40
hours in a week. (Unit 2)

P

PACED model - A decision-making framework with five steps: identify the Problem, list
Alternatives, set Criteria, Evaluate options, and Decide. (unit 1)

Passive income — Earnings from sources that require minimal ongoing effort after initial setup,
such as rental income, investment dividends, or royalties. (Unit 2, Unit 5)

Password manager — A tool that securely stores and generates strong, unique passwords for all
your accounts so you don't have to remember each one. (Unit 4)

Pay period — The recurring time frame for which an employee is paid, such as weekly, biweekly,
semi-monthly, or monthly. (unit 2)

Pay stub — A document accompanying your paycheck that itemizes your gross pay, all deductions,
and your net pay for a specific pay period and year-to-date. (unit 2)

Pay Yourself First — The practice of automatically setting aside money for savings before spending
on anything else. (unit 1)

Payroll tax — Taxes automatically deducted from your paycheck to fund specific government
programs, primarily Social Security and Medicare (FICA). (unit 2)

Pell Grant - A federal grant of up to $7,395 per year for undergraduate students with financial
need, which does not need to be repaid. (unit 3)

Permanent life insurance — Life insurance (such as whole life or universal life) that covers you for
your entire life and includes a cash value component that grows over time, but costs significantly
more than term life. (unit 4)

Phishing — A scam where criminals send fake emails, texts, or messages designed to look like
they’re from legitimate organizations in order to trick you into revealing personal or financial
information. (unit 4)

PIN (Personal Identification Number) — A numeric password used to verify your identity when
using a debit card or ATM. (unit 1)

PMI (Private Mortgage Insurance) — An extra monthly fee required when your down payment on a
home is less than 20%, protecting the lender (not you) if you default on the loan. (unit 3)
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Portfolio — The collection of all your investments, including stocks, bonds, funds, and other assets.
(Unit 5)

Power of attorney — A legal document that authorizes someone you trust to make financial or
medical decisions on your behalf if you become unable to do so. (Unit 5)

PPO (Preferred Provider Organization) — A health insurance plan with higher premiums that offers
more flexibility to see specialists without referrals and provides some coverage for out-of-
network providers. (Unit 4)

Pre-approval — A lender’s preliminary commitment to loan you a specific amount based on your
credit, income, and debts, giving you a clear budget before you shop for a car or home. (unit 3)
Premium — The regular payment you make to maintain insurance coverage, typically billed monthly,

semi-annually, or annually. (Unit 4)
Present bias — The tendency to preferimmediate rewards over larger future benefits, even when
waiting would be the better financial choice. (unit 1)

Principal — The original amount of money borrowed or deposited, before any interest is added. (unit
3)

Private student loan — A student loan from a bank, credit union, or other private lender, typically
with variable interest rates and fewer borrower protections than federal loans. (unit 3)

Progressive tax system — A tax structure in which tax rates increase as income increases, so
higher earners pay a higher percentage on their additional income. (Unit 2)

Property tax — A tax on real estate paid to local government, based on the assessed value of the
property; in California, limited to approximately 1% of assessed value under Proposition 13. (unit
3)

Proposition 13 — A California law that limits property tax to approximately 1% of a property’s
assessed value at the time of purchase, with annual increases capped at 2%. (Unit 4)

Prospect theory — A behavioral economics concept explaining that people evaluate gains and
losses relative to a reference point and feel losses more intensely than equivalent gains. (unit 1)

Public Service Loan Forgiveness (PSLF) — A federal program that forgives remaining student loan
balances after 120 qualifying payments while working full-time for a government or nonprofit
employer. (Unit 3)

Purerisk — A situation where only loss or no loss is possible (such as a car accident or house fire),
with no chance of gain, making it insurable. (unit 4)

Pyramid scheme — A fraudulent business model that recruits members with promises of payments
for enrolling others rather than from selling actual products or services. (unit 4)

Rebalancing — Adjusting your portfolio back to your target asset allocation by selling investments
that have grown beyond their target percentage and buying those that have fallen below. (unit 5)

Recession — A significant decline in economic activity lasting months or longer, typically defined as
two consecutive quarters of declining GDP, often accompanied by rising unemployment. (unit 5)

Reference bias — The tendency to judge the likelihood or importance of events based on how easily
examples come to mind, rather than on actual data. (unit 1)

Renters insurance — An affordable policy (typically $15-30 per month) that covers your personal
belongings, liability, and temporary living expenses if your rental becomes uninhabitable. (unit 4)

Replacement cost — A method of valuing insured property that pays the full cost of replacing a
damaged or stolen item with a new equivalent, without deducting for depreciation. (unit 4)

Revenue - The total amount of money a business takes in from selling goods or services, before
subtracting any expenses. (Unit 2)
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Revolving credit — A type of credit (like a credit card) that lets you borrow up to a set limit, repay
some or all of it, and borrow again without applying for a new loan. (unit 3)

Risk avoidance — Eliminating a financial risk entirely by choosing not to engage in the risky activity.
(Unit 4)

Risk management — The process of identifying potential financial risks and deciding how to handle
them through avoidance, reduction, transfer, or retention. (unit 4)

Risk reduction — Taking actions to decrease the likelihood or severity of a financial loss, such as
installing smoke detectors or driving safely. (unit 4)

Risk retention — Accepting a financial risk and planning to cover potential losses yourself, often
through an emergency fund, rather than purchasing insurance. (Unit 4)

Risk tolerance — Your personal willingness and ability to accept the possibility of losing money on
investments in exchange for the potential of higher returns. (unit 5)

Risk transfer — Shifting the financial consequences of a risk to another party, most commonly by
purchasing insurance. (Unit 4)

ROI (Return on Investment) — A measure of what you gain compared to what you spent; often used
to evaluate whether education or training costs are worth the expected increase in earnings. (Unit
1)

Rollover - Moving money from one retirement account to another (such as from an old employer’s
401(k) to an IRA) without triggering taxes or penalties. (unit 5)

Roth 401(k) — An employer-sponsored retirement account where contributions are made with after-
tax dollars, but all growth and qualified withdrawals in retirement are completely tax-free. (unit 5)

Roth IRA — An individual retirement account where you contribute after-tax money, but all growth
and qualified withdrawals are completely tax-free; especially valuable for young people in lower
tax brackets. (unit 5)

Rule of 72 — A quick way to estimate how long it takes money to double: divide 72 by the annual
interest rate. (Unit 3)

S

S&P 500 — A stock market index tracking the 500 largest publicly traded U.S. companies, widely
used as a benchmark for overall U.S. stock market performance. (unit 5)

Salary — A fixed annual amount of pay, typically divided into equal payments each pay period,
regardless of the number of hours worked. (unit 2)

Saving — Setting aside money in secure, easily accessible accounts like savings accounts or CDs
for short-term goals, emergencies, or future needs. (unit 2)

Savings account — A bank account designed for accumulating money over time, typically earning
interest but with limited transactions per month. (unit 1)

Scarcity — The basic economic condition that resources (including money and time) are limited
while wants are unlimited, requiring choices and trade-offs. (unit 1)

Scholarship - Financial aid awarded based on merit, talent, background, or other criteria that does
not need to be repaid. (Unit 3)

SDI (State Disability Insurance) — A California program funded through payroll taxes that provides
partial wage replacement if you are unable to work due to a non-work-related illness, injury, or
pregnancy. (Unit 4)

Secured credit card — A credit card backed by a cash deposit you provide, designed for people with
no credit history or poor credit who want to build or rebuild their score. (unit 3)

Security deposit — Money paid to a landlord before moving in, held as protection against damage
or unpaid rent, and returned (minus any legitimate deductions) when you move out. (unit 3)
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Shareholder — A person who owns shares of stock in a company, making them a partial owner with
a claim on the company’s profits and assets. (unit 5)

Simple interest — Interest calculated only on the original principal amount, not on any previously
earned interest. (Unit 3)

SMART goals — A framework for setting goals that are Specific, Measurable, Achievable, Relevant,
and Time-bound. (unit 1)

Social engineering — A manipulation tactic where scammers trick people into revealing
confidential information by impersonating trusted individuals or organizations. (unit 4)

Social proof — The tendency to look at what other people are doing to guide your own decisions,
especially in uncertain situations. (unit 1)

Social Security — A federal program that provides retirement, disability, and survivor benefits,
funded through payroll taxes (6.2% of gross pay from both employee and employer, up to an
annual cap). (unit 2, unit 4, Unit 5)

Soft inquiry — A credit check that does not affect your credit score, such as checking your own
credit or a lender pre-screening you for offers. (unit 3)

Speculative risk — A situation where both gain and loss are possible, such as investing in stocks or
starting a business; generally not insurable. (unit 4)

Standard deduction — A fixed dollar amount set by the IRS that reduces your taxable income; most
people take the standard deduction rather than itemizing. (Unit 2)

Statement balance - The total amount you owe on your credit card at the end of a billing cycle;
paying this in full by the due date avoids interest charges. (unit 3)

Stock — A share of ownership in a company; when you buy stock, you own a small piece of that
company and may benefit if its value increases or it pays dividends. (Unit 2, Unit 5)

Subsidized loan — A federal student loan for students with financial need, where the government
pays the interest while you're in school at least half-time. (unit 3)

Sunk cost fallacy — The mistake of continuing to invest time, money, or effort in something just
because you've already invested in it, even when stopping would be the better choice. (unit 1)

Surplus — The amount by which income exceeds expenses in a given period. (Unit 1)

T

Tax bracket — A range of income that is taxed at a specific rate in a progressive tax system; only
the income within each bracket is taxed at that bracket’s rate. (unit 2)

Tax credit - An amount subtracted directly from the taxes you owe, reducing your tax bill dollar-for-
dollar, which is generally more valuable than a deduction of the same amount. (unit 2)

Tax location — The strategy of placing investments in the most tax-efficient account type; for

example, putting bonds in tax-advantaged accounts and stocks in taxable accounts to minimize
overall taxes. (Unit 5)

Tax refund — Money returned to you by the government when the total taxes withheld from your
paychecks during the year exceed the actual tax you owe. (unit 2)

Tax withholding — The portion of your paycheck that your employer sends directly to the
government on your behalf to cover your estimated income tax obligation. (unit 2)

Tax-advantaged account — An investment account (like a 401(k), IRA, Roth IRA, or HSA) that
provides special tax benefits, either reducing taxes now or allowing tax-free growth and
withdrawals later. (unit 5)

Term life insurance - Life insurance that provides coverage for a specific period (such as 10, 20, or
30 years) and pays a death benefit only if you die during that term; more affordable than
permanent life insurance. (unit 4)
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Three-fund portfolio — A simple, widely recommended investment strategy using just three index
funds—a U.S. stock fund, an international stock fund, and a bond fund—to achieve broad
diversification at low cost. (Unit 5)

Time horizon — The length of time you plan to hold an investment before needing the money;
longer time horizons allow you to take more risk because you have time to recover from market
downturns. (Unit 5)

Time value of money — The concept that a dollar today is worth more than a dollar in the future
because today'’s dollar can be invested and earn interest. (Unit 3)

Title insurance — A one-time insurance policy purchased during a home sale that protects the
buyer and lender against disputes over property ownership. (Unit 3)

Total cost of ownership — The full expense of owning something over time, including the purchase
price plus ongoing costs like insurance, maintenance, fuel, and depreciation. (unit 3)

Trade-off — The exchange involved in every financial decision: gaining one thing while giving up
another. (Unit 1)

Two-factor authentication — A security method that requires two separate forms of verification

(such as a password plus a code sent to your phone) before granting access to an account. (unit
4)

U

Umbrellainsurance - An additional liability policy that provides extra coverage beyond the limits of
your auto or homeowners insurance. (Unit 4)

Underinsured motorist coverage — Auto insurance that protects you when the driver who caused
an accident doesn’t have enough insurance to cover your injuries or damages. (Unit 4)

Underwater (on a loan) — Owing more on a loan than the asset is currently worth, such as when a
car's value drops below the remaining loan balance. (unit 3)

Unemployment insurance — A government program that provides temporary income to workers
who lose their jobs through no fault of their own, funded by employer taxes. (Unit 4)

Uninsured motorist coverage — Auto insurance that protects you if you're hit by a driver who has no
insurance at all. (unit 4)

Unsubsidized loan - A federal student loan available regardless of financial need, where interest
begins accruing as soon as the loan is disbursed. (unit 3)

v

Variable expenses — Costs that change from month to month based on your choices and
circumstances, such as groceries, gas, and entertainment. (Unit 1)

Vesting — The process by which you earn full ownership of employer contributions to your
retirement account; some employers require you to work a certain number of years before their
matching contributions fully belong to you. (unit 5)

VITA (Volunteer Income Tax Assistance) — A program offering free tax preparation help to people
who generally earn $64,000 or less, persons with disabilities, and limited English-speaking
taxpayers. (Unit 2)

Volatility — The degree to which investment prices fluctuate over time; higher volatility means
larger price swings, which represents both greater risk and greater potential reward. (unit 5)

w

W-2 form — A tax document your employer provides annually, reporting your total wages earned
and taxes withheld during the year. (unit 2)
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W-4 form — An IRS form you complete when starting a new job that tells your employer how much
federal income tax to withhold from your paychecks. (unit 2)

Wants — Expenses that enhance your quality of life but are not essential for survival, such as
entertainment, dining out, or upgraded versions of basic needs. (unit 1)

Will — A legal document that specifies how you want your assets distributed after your death and, if
applicable, names guardians for your minor children. (unit 5)

Work-study - A federal financial aid program that provides part-time campus employment to help
students earn money for college expenses. (Unit 3)

Y

Year-to-date (YTD) — The cumulative total of your earnings or deductions from the beginning of
the calendar year through the current pay period, shown on your pay stub. (Unit 2)

Yield — The income return on an investment, expressed as a percentage; for bonds, this is the
interest payment relative to the price; for stocks, it's the dividend relative to the price. (unit 5)

yA

Zero-based budgeting — A budgeting method where every dollar of income is assigned a specific
purpose (spending, saving, or giving) until the remaining balance is zero. (unit 1)
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