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MODULE 1  //  FINANCIAL SOCCER PROGRAM
Financial Soccer is an interactive game designed to acquaint students with the personal financial 
management issues they are beginning to face as young adults. 

It was developed with the philosophy that games can be powerful teaching tools. With most teens and 
young adults being familiar with some form of computer game, Financial Soccer engages students in a 
fun, familiar activity, while educating them on topics essential to developing successful life skills. 

Financial Soccer features questions of varying difficulty throughout the game. Like soccer, successful 
financial management requires strategy, finesse, and endurance.

The following curriculum is intended as a week-long program. Before you play the game, we recommend 
reviewing and completing the four, 45-minute educational modules with your students to help them get a 
jump on the financial concepts the game covers.
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MODULE 1  //  SAVE MONEY. START NOW. 
Overview: In this lesson students will discover how to save and why it is such a valuable life skill.

Age level: 18+ years old

Time Allotment: 45 minutes 

Subject: Economics, Math, Finance, Consumer Sciences, Life Skills

Learning Objectives:  

 • Master the basics of interest and how saving money makes money 
 • Become familiar with the different types of savings accounts and options  
 • Discover financial tools designed to make saving easy

Materials: Facilitators may print and photocopy as handouts the quiz and written exercises at the back 
of this document. Students may use an online dictionary or search the Web for commonly used financial 
terms. The Practical Money Skills web site has a glossary located here: 
http://www.practicalmoneyskills.com/glossary

Answer keys for all practice exercises are found on the last pages of this document.
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MODULE 1  //  INSTRUCTION GUIDE
A “save” in soccer is often the most dramatic moment of the game, when the goalie blocks a shot in the 
final seconds and the crowd goes wild. Equally important as these fleeting heroic game day feats is the 
everyday training players perform. The most successful players on the field are often the most disciplined, 
who started out establishing good training habits and stayed with them. Financial fitness is no different. 
One of the best habits a young adult should learn is how to save money. Saving money may not sound 
as exciting as saving a goal in the final seconds and winning a game, but it’s a skill that will help your 
students win in the game of life.

Open your discussion by asking students if any of them save money and, if so, what they save for, as 
well as things they might want to save for in the future. How long do they think it will take them to reach 
their goal? After reinforcing how saving money can make a concrete difference in their lives, continue the 
discussion by introducing different ways to save and by explaining how savings works. 

SAVINGS KEY TERMS AND CONCEPTS 
(Bolded, italicized words indicate important vocabulary words. Consider having students define these 
words as an additional written exercise.) 

Why save money? 
Saving money is the cornerstone of a strong financial game plan. Some of the main reasons to save include: 

 • To meet a very specific goal (e.g., a summer road trip with friends)

 • To be ready for the unexpected (e.g., car repair costs)

 • To plan for a future goal (e.g., saving for college or an apartment)

How much to save 
Your students may already be saving at least on a small scale with a change jar or a savings account. 
Here are some savings guidelines: 

 • Experts suggest saving at least 10% of your income.

 • If you can’t save a lot, save a little. Saving is habit forming.

 •  Save for emergencies. You should have at least three and preferably six months’ of living  
expenses saved for unexpected needs.
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Ways to save 
The first rule of saving: Pay yourself first. Don’t treat savings as the lowest priority, or you may never 
get around to it.

An easy way to get started saving is simply to look for creative ways to shave money off your daily 
spending. We’ll learn more about budgeting in the next module, but for now, help students understand 
how easy it can be to start saving. Consider the following examples:

 • Eat breakfast at home instead of buying a drink and muffin. $5 saved.

 • Spend the afternoon in the park (free) instead of buying a snack at a convenience store. $5 saved

 •  Skip the movie theatre ($20, with popcorn and soda) and rent a DVD instead ($1 to $5) $15 to 
$19 saved.

$25 or more saved in just one day. Now let’s see what can happen to $25 when it is deposited into a 
savings account.

How saving works 
First, some key terms: In a savings account, principal refers to the amount of money you deposit in your 
account to begin saving. 

A withdrawal is when you take money out of your account, thereby reducing your principal.

A deposit is when you add money to your account and increase your principal.

The difference between saving money in a jar at home and in a savings account at a bank is how your 
principal (your money) grows. At home, your money only grows when you add (deposit) more money 
(principal) to the jar. In a savings account, your money grows not only when you deposit more money but 
also by accumulating interest. Interest is money the bank pays you for leaving it in your savings account. 
It’s as if you are loaning the bank your money. You give them your money to hold. They pay you interest 
so your money grows. They are able to use your money to fund loans and investments to other people.

The interest rate is the percentage amount of your principal that the bank agrees to pay into your account. 
An interest rate is often referred to as an APR, or Annual Percentage Rate.

There are two types of interest rates: fixed rate and variable rate. A fixed rate is unchanging, and guarantees 
the same percentage of interest. A variable rate can go up and down, and is usually determined by current 
economic conditions.

There are also two types of interest: simple interest and compound interest. Simple interest is a 
“simple” fee paid to you on your principal expressed as a percentage of the principal over time.
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How simple interest is calculated 
 principal x interest rate x time = interest earned.

  Example: You open a savings account with $1000, at a 5% simple APR. What will you earn in 
interest in the first year?

 $1000 x .05 x 1 = $50 interest earned every year.

Compound interest is what makes savings really grow. A savings account earns interest every day. Each 
time your interest compounds, it gets added back to your account and becomes part of your principal. 
With more principal, the account earns even more interest, which continually compounds into new principal. 
It’s a powerful cycle that really adds up.

How interest compounds  
Depending on the type of account, interest may compound daily, monthly or annually. For our example, 
let’s assume interest is compounded annually. After one year, the interest you’ve earned ($50) gets 
added to the principal for year two.  

 $1000 x .05 x 1 = $50 interest earned in year one.

 $1050 x .05 x 1 = $52.50 interest earned in year two.

For year three, you’ll start with a new principal amount of $1102.50. You can begin to see how both your 
principal and interest earned keep growing with each year. This is the magic of compound interest.

The Rule of 72  
Want to know how fast your money will double? The Rule of 72 is a fast way to estimate how long it will 
take you to double your savings with compound interest.

 72 divided by “interest rate” = Number of years needed to double your money.
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Types of savings and how to choose one  
Liquidity refers to how easily or quickly you can withdraw your money. This may be a factor in the type 
of account you choose. For example, high interest rate accounts often require that you do not withdraw 
any funds for a given amount of time and may charge you fees for doing so. This makes the money in 
those types of accounts less “liquid” than the money in an account that allows you unrestricted withdrawals.

A savings account (also known as a deposit account) is the most basic way to start saving. Savings 
accounts are available at most banks and credit unions. You make deposits and withdrawals either by 
visiting your financial institution or by using an ATM card. You can withdraw your money any time you 
like but the interest rate on most savings accounts can be low.

 Pros: low risk, high level of liquidity 
 Cons: low interest rate

A checking account (known in some countries as a transactional or current account) is a deposit account 
for the purpose of providing convenient access to your funds whenever and wherever you want them. 
You deposit funds at your bank or using an ATM and you withdraw funds at your bank, at an ATM, or by 
using a paper check or debit/check card in place of cash at a store. The funds are deducted immediately 
from your account.

Some banks pay interest on the funds in your checking account, although usually the interest rate is 
lower than that for a savings account. Also, many checking accounts require a minimum balance in order 
to maintain an interest rate and to avoid banking fees.

 Pros: low risk, high level of liquidity 
 Cons: low interest rate, usually requires a balance to avoid fees

A money market account combines some of the best features of both savings accounts and checking 
accounts. With a money market account you earn interest on the principal in your account much like a 
savings account — often the interest rate is higher than that of a typical savings account. As with a savings 
account, you receive an ATM card and can make withdrawals and deposits from any ATM in your account 
network for free. As with a checking account, you can also write checks against the account, although 
many money market accounts limit the number of checks you can write each month. Money market 
accounts usually require a higher initial amount of principal and the account may charge you fees if the 
account balance goes below a certain level.   

 Pros: better interest rates, high liquidity 
 Cons: requires greater initial deposit, may have limited transfers/withdrawals

A CD, or Certificate of Deposit, is a savings option that is best suited to those who have funds that can 
remain completely untouched for longer periods of time. They differ from savings accounts in that they 
have a specific fixed term (from three months up to five years or longer) and usually a fixed interest rate.

 Pros: higher interest rates, often insured by the government 
 Cons: fees charged to you if you need to withdraw money before the term ends
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MODULE 1  //  DISCUSSION
We’ve talked about different types of savings products. Which one is best for an individual depends 
upon various factors -- what the person is saving for, how comfortable that individual is with risk, and 
how liquid the savings need to be. Consider what type of savings account may be best.

  If your pet has a medical condition and you think you may have some surprise vet bills in 
the next year? 

 [best answers: savings account or money market, but NOT a CD] 

 How important is the liquidity of your funds in this example? 

 [best answer: important. Funds need to be accessible without penalty.]

  If you want to buy a plane ticket to celebrate your grandparents’ 50th wedding anniversary 
in Hawaii in five years? 

 [best answer: best rate is likely a long term CD]

 What if you think interest rates will rise in the next year? 

 [best answer: shorter term CD, six month or one year, then reinvest]

 If you want to buy a used car sometime in the next six months?

 [best answer: money market account or savings account]

 What if you decided to wait 18 months to buy the car?

 [best answer: A one-year CD might offer highest rate.]

 If you’re saving now for your own apartment in two years? 

 [best answer: a two-year CD]

 If you want an emergency fund for unexpected expenses? 

 [best answers: savings account or money market, but NOT a CD]
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MODULE 1  //  QUIZ
Answer the following questions:

1. What is principal?

2. Describe the difference between a fixed and variable interest rate.

3. True or false: Liquidity refers to how accessible your money is to you.

4. Which typically earns more interest, a savings account or a CD?

5. True or false: Interest rates of checking accounts are often higher than those of savings accounts.

6. What is APR?

7. What is the rule called that helps you determine how long your money takes to double in savings?

8. List three common reasons people save money.

9.  True or false: If you need constant access to your funds, a traditional savings account is a good 
savings option.

10. Experts suggest you should try to save what percentage of your income?
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MODULE 1  //  WRITTEN EXERCISES
Compound Interest: 
The following formula shows how to calculate compound interest annually. 

Year 1:   

$____________ x ____________ = $____________+ $____________ = $____________

Principal Interest Rate Interest Earned Principal New Principal 
 (ex: 5% = .05)   for following year

Year 2:  

$____________ x ____________ = $____________+ $____________ = $____________

Principal Interest Rate Interest Earned Principal New Principal 
 (ex: 5% = .05)   for following year

Year 3:  

$____________ x ____________ = $____________+ $____________ = $____________

Principal Interest Rate Interest Earned Principal New Principal 
 (ex: 5% = .05)   for following year

Based on the above formula for compound interest, how much total savings would you have:

 If you put $100 in a savings account with a 3% APR for 2 years?

 If you put $500 in a CD with a 5% APR for 3 years?

 If you put $1000 in a money market account with a 4% APR for 4 years?

 If you put $5000 in a CD with a 6% APR for 5 years?
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The Rule of 72 provides an easy way to obtain a rough estimate of how quickly your money can grow 
based on a compounded fixed interest rate. Divide 72 by the interest rate you are earning and that will tell 
you the number of years it will take to double your money. You can also divide 72 by the number of years 
you want it to take to double your money to determine the interest rate you’ll need to accomplish this. 

Here are a few examples of the Rule of 72 in action:

 At 5% interest, your money takes 72 ÷ 5 or 14.4 years to double. 
 To double your money in 10 years, you need an interest rate of 72 ÷ 10 or 7.2%.

Let’s practice the Rule of 72:

Rate of Return # of Years

72 divided by 3%

72 divided by 5%

72 divided by 6

72 divided by 15

72 divided by 4%

72 divided by 10

72 divided by 6%

72 divided by 8

The Rule of 72 is a simplified formula and is intended to provide only an estimate, since it loses its 
accuracy as the interest rate increases. 

LESSON MODULE 1  //  WRITTEN EXERCISES (continued)



FINANCIAL SOCCER  //  WORLD CLASS MODULE 1  //  PAGE 12

MODULE 1  //  ADDITIONAL WRITTEN EXERCISE
This is a writing exercise to determine how much you’ve learned and retained about savings. 

Scenario: You’ve just learned that a second cousin from abroad will be moving to a nearby city. He’s in 
his twenties and has spent most of his life on a farm. He has saved up enough for his travel expenses 
and enough to live for about a year, but he has never used any type of savings account. Using as much 
information as you can from this lesson, write him a letter welcoming him to your country. Ask him about 
his long term plans, tell him the types of savings accounts that will be available to him, and provide other 
relevant advice for someone unfamiliar with banking.



MODULE 1  //  WRITTEN EXERCISES ANSWERS
Quiz Answers: 

1. Principal refers to the amount of savings in your account that earns interest.  2. A fixed rate does not 
change, a variable rate will fluctuate based on market conditions or other factors.  3. True  4. CD  5. False  
6. Annual Percentage Rate, the interest rate on a given account.  7. Rule of 72  8. Emergency fund, 
College/Retirement/Big Purchase, Peace of Mind, Financial Stability  9. True.  10. Ten percent.

Compound Interest Answers: 

If you put $100 in a savings accounts with a 3% APR for 2 years?

$100 x .03 = $3 + $100 = $103 
$103 x .03 = $3.09 + $103 = $106.09

If you put $500 in a CD with a 5% APR for 3 years?

$500 x .05 = $25 + $500 = $525

$525 x .05 = $26.25 + $525 = $551.25

$551.25 x .05 = $27.56 + $551.25 = $578.81

If you put $1000 in a money market account with a 4% APR for 4 years?

$1000 x .04 = $40 + $1000 = $1040

$1040 x .04 = $41.60 + $1040 = $1081.60

$1081.60 x .04 = $43.26 + $1081.60 = $1124.86

$1124.86 x .04 = $44.99 + $1124.86 = $1169.85

If you put $5000 in a CD with a 6% APR for 5 years?

$5000 x .06 = $300 + $5000 = $5300

$5300 x .06 = $318 + $5300 = $5618

$5618 x .06 = $337.08 + $5618 = $5955.08

$5955.08 x .06 = $357.30 + $5955.08 = $6312.38

$6312.38 x .06 = $378.74 + $6312.38 = $6691.12
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The Rule of 72 Answers:

Rate of Return # of Years

72 divided by 3% 24

72 divided by 5% 14

72 divided by 12% 6

72 divided by 4.8% 15

72 divided by 4% 18

72 divided by 7.2% 10

72 divided by 6% 12

72 divided by 9% 8

LESSON MODULE 1  //  WRITTEN EXERCISES ANSWERS (continued)



MODULE 2  //  BUDGETS TAKE BALANCE
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MODULE 2  //  FINANCIAL SOCCER PROGRAM
Financial Soccer is an interactive game designed to acquaint students with the personal financial 
management issues they are beginning to face as young adults. 

It was developed with the philosophy that games can be powerful teaching tools. With most teens and 
young adults being familiar with some form of computer game, Financial Soccer engages students in a 
fun, familiar activity, while educating them on topics essential to developing successful life skills. 

Financial Soccer features questions of varying difficulty throughout the game. Like soccer, successful 
financial management requires strategy, finesse, and endurance.

The following curriculum is intended as a week-long program. Before you play the game, we recommend 
reviewing and completing the four, 45-minute educational modules with your students to help them get a 
jump on the financial concepts the game covers.
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MODULE 2  //  BUDGETS TAKE BALANCE 
Overview: Effective personal money management requires a step-by-step plan for saving and spending. 
This plan is called a budget. In this lesson, students will gain a clear understanding of the process for 
creating and maintaining a budget and why budgeting is important.

Age level: 18+ years old

Time Allotment: 45 minutes 

Subject: Economics, Math, Finance, Consumer Sciences, Life Skills

Learning Objectives:  

 • Identify and examine current spending habits 
 • Identify the various expenses associated with living independently 
 • Determine the difference between a “need” and a “want” 
 • Create and maintain a personal budget that supports your personal financial goals 
 • Understand the relationship between a budget and savings goals

Materials: Facilitators may print and photocopy as handouts the quiz and written exercises at the back 
of this document. Students may use an online dictionary or search the Web for commonly used financial 
terms. The Practical Money Skills web site has a glossary located here: 
http://www.practicalmoneyskills.com/glossary

Answer keys for all practice exercises are found on the last pages of this document.
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MODULE 2  //  INSTRUCTION GUIDE
Balance is a skill that is absolutely critical to the game of soccer. Players must master precise interplay 
between their body (feet, legs, neck and head) – and the ball – which they manipulate to their advantage. 
Balance is just as essential to successfully managing your money. You need to develop and maintain a 
balance between where your money comes from and where your money goes. You can then compare 
these and see if they are in balance. If you are spending more money than you are making (through part-time 
jobs, through a stipend or allowance from your parents, etc.) your budget is out of balance and you will 
have a difficult time saving money and reaching your financial goals.

A budget is a financial plan that compiles and compares a person’s income against all of his/her expenses 
in order to analyze spending and meet personal goals. It is a tool that empowers individuals to exercise 
greater control over their personal finances and make more informed decisions.

Let’s take a closer look at each of these pieces of a budget. (Throughout this lesson, bolded, italicized 
words indicate important vocabulary words. Consider having students define these words as an additional 
written exercise.)

INCOME 
Look at activity one on page 6 titled Income: where does your money come from? This activity can be 
written or part of a group discussion. The goal is to develop an understanding about where your money 
comes from and how much money it is.

EXPENSES 
Where does your money go? You have to answer this question to understand your personal financial 
situation. Ask your students what they spend their money on and how much they spend each month. 
Ask them what patterns they see in their spending habits and behaviors? Why do they buy the things 
they buy? What influences their decision to buy or not to buy? 

As teenagers, your students will be moving toward independent living. The chart below represents the 
main types of expenses in the average adult’s household. (Note: The numbers given represent a percentage 
estimate of U.S. household expenses. Averages may vary by country. A blank, printable version of this 
table is in the activities section at the back of this document.) 



LESSON MODULE 2  //  INSTRUCTION GUIDE (continued)

Typical household expenses 

30% HOUSING
18% TRANSPORTATION
16% FOOD
5% CLOTHING
5% MEDICAL
5% RECREATION/ENTERTAINMENT
5% UTILITIES
8% MISCELLANEOUS
4% SAVINGS
4% OTHER DEBT

Open the discussion by writing the categories on the board. Ask students to elaborate on what specific 
expenses would fall into the various categories. You can also ask students what other expense categories 
should be included in this chart. These would be expenses that they encounter in their lives. This preliminary 
discussion is a great jumping off point for building a more detailed budget.

A household cash flow worksheet is another important tool in building a budget. This worksheet takes 
budget building to the next level, showing explicitly where monthly income goes every month

BUDGET WORKSHEET
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NEEDS VERSUS WANTS 
The most important factor in building a realistic budget is distinguishing between things you need and 
things you want. Your needs are all of the monthly expenses associated with the goods and services 
that keep your life stable. Wants are goods and services that are not essential to daily living, but are 
often things that make people happy or may make life seem a little easier or a little more special. 

Your expenses can be divided into two types: fixed expenses, which are the same amount every month, 
and variable expenses, which often fluctuate throughout the year.

 Examples of fixed expenses: rent, car payment, insurance, gym membership, child care

 Examples of variable expenses: utility bill, groceries, gasoline, phone bill

When you spend money on something you want, versus something you need, this is called  
discretionary spending. 

Examples of discretionary spending: a soda and snack at a convenience store, movie tickets, a 
summer vacation

Wants and discretionary spending aren’t bad things. In fact, a want can be an excellent motivator for saving 
money. However, too much discretionary spending can just as easily be the downfall that prevents monthly 
saving. By carefully and constantly monitoring discretionary spending habits, your opportunities to save 
become easier to recognize.

FINDING THE BALANCE 
To determine how balanced your budget is, you simply need to add up all your income and subtract all 
your expenses. The figure you arrive at is your net gain or loss. 

If the net amount is positive, this is a good sign -- it means you are living within your income level. It also 
means you can put EVEN MORE money into savings. 

If the net amount is negative, however, that means your monthly expenses exceed your monthly income; 
in other words, you’re operating at a loss. You will need to find ways to trim the expense side of your 
budget or increase your income (or both); otherwise you’ll accumulate more and more debt.

Consistency is key to successful budgeting. Just like soccer players must practice to keep their skills 
sharp and their bodies in shape, it’s important not to let your budget get flabby. Reviewing it each month 
is the only way to ensure that you are managing your money wisely.
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THE BIGGER PICTURE OF A BUDGET: ASSETS, LIABILITIES AND NET WORTH 
We’ve learned that a balanced budget can help monitor monthly spending and maximize savings. In the 
long term, it can also improve one’s overall net worth.

Net Worth is your financial wealth at one point in time. The formula to calculate net worth is simple:

 Net Worth = Assets – Liabilities

An asset is something that you own that has positive economic value. Growing assets leads to a higher 
net worth.

 Examples of an asset: savings account, stocks, antique jewelry, real estate

A liability is something that you owe, something that has negative economic value. Excessive liabilities 
can detract from your overall financial picture.

 Examples of a liability: loans, such as mortgages, auto and credit cards

Understanding the difference between assets and liabilities. Generally speaking, the key to greater 
net worth is maximizing assets while minimizing liabilities. 
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MODULE 2  //  ACTIVITIES
Income: where does your money come from? 
Directions: Answer the following questions. Be prepared to discuss your answers.

1. List your current source(s) of income.

2. List future expected source(s) of income.

Expenses: where does your money go? 
Typical household expenses 

HOUSING

TRANSPORTATION

FOOD

CLOTHING

MEDICAL

RECREATION/ENTERTAINMENT

UTILITIES

MISCELLANEOUS

SAVINGS

OTHER DEBT

FINANCIAL SOCCER  //  WORLD CLASS MODULE 2  //  PAGE 8



FINANCIAL SOCCER  //  WORLD CLASS MODULE 2  //  PAGE 9

MODULE 2  //  DISCUSSION
Decide whether the following items are an example of a fixed expense, a variable expense or discretionary 
spending. In some cases, consider circumstances that may change discretionary spending into an 
expense or vice versa.

A magazine and a large coffee [DS]

This month’s rent [FE]

Concert tickets [DS]

Mobile phone bill [could be VE, or DS. Discuss.]

School books [VE]

Motorcycle insurance payment [FE]

Monthly subway/bus pass [FE]

Heating bill [VE]

Downloadable songs for an mp3 player [DS]

Frozen pizza at the grocery store [DS]

A new pair of running shoes [VE] 
(what if you already have five pairs of suitable running shoes?) [DS]

Oil change for the car [VE]

A new mobile phone [DS] 
(what if your old phone stopped working?) [VE]

Personal loan payment [FE]

A weekly deposit of $15 into your savings account [FE]
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MODULE 2  //  QUIZ
Answer the following questions:

1. True or false: Discretionary spending includes both fixed and variable expenses.

2. Assets minus liabilities determine a person’s ___________.

3. True or false: A liability has negative economic value.

4. True or false: A diamond necklace is an example of an asset.

5. If the net amount in your monthly budget is ___________, you may be living beyond your means.

6. True or false: The main purpose of a budget is to slow down spending.

7. Groceries are an example of a ___________ expense.

8. Experts recommend saving at least what percentage of your income?

9. A household cash flow worksheet is a useful tool when building a ___________.

10. By honestly evaluating your ___________ versus ___________, you can control excessive spending.



MODULE 2  //  WRITTEN EXERCISE
Using the earlier budget percentage chart and the sample household cash flow worksheet provided, 
estimate the monthly spending for ONE of the following individuals. Read the details of each individual’s 
home and work situation carefully for clues on how to determine how to allocate their budget realistically. 
Think about the person’s discretionary spending and where they are likely to incur large expenses. Be 
prepared to present your budget to the class and defend your decisions.

Louisa is a 22-year-old Web site designer. Her monthly take home pay after taxes is $2000. She 
rents a small one-bedroom apartment in San Pablo for $650, utilities included. Her office is two 
blocks from her house, and her family lives just eight blocks away. Her dream is to own a house 
by the time she’s 30 years old. She is in good health and loves to cook for herself. Her favorite hobby 
is shopping for vintage clothing. Louisa believes dressing stylishly is important in her line of work.

Adam is a 28-year-old lab technician. His monthly take home pay is $3000. He rents a two-bedroom 
house in St. Cloud, Minnesota for $900. His job is an hour’s drive away in downtown Minneapolis. 
His least favorite thing about Minnesota is the cold weather, and he tries to escape as often as he 
can. He is allergic to just about everything, and when it comes to cooking skills, boiling water and 
making toast are all he has mastered. He is a good saver and insists on putting as much money as 
he can in the bank.

Marco is a 33-year-old social worker. His monthly take home pay is $2700. He just bought a small 
condo in Mexico City. His mortgage payment is $950, plus he pays a monthly homeowner’s 
association fee of $125. He loves his place but is often surprised at the hidden costs it takes to 
keep everything in working order. He is in good health, but his two cats are constantly in and out 
of the veterinarian’s office. He takes one big international vacation every year. Otherwise, he lives 
simply and cooks most of his own meals. He bikes to work and has never owned a car. He is looking 
for a girlfriend and has just begun online dating. 

Abby is a 24-year-old waitress. She shares a small flat in Moscow. Her share of the rent is $500, 
and utilities cost her about $65. Her monthly paycheck is only $900, but she usually makes an 
additional $700 per month in tips. Abby also earns about $100 a month helping a friend stage art 
installations. Abby’s roommate is a slob, so she wants her own place very badly. She likes to cook 
and would do it more if she ever came home to a clean kitchen. She is in excellent health but 
does spend $45 every weekend going out to the country to visit her ailing mother. Thankfully, the 
restaurant where she works is only three subway stops away. She eats lots of her meals at the 
restaurant, for free. Her dream is to one day go back to college and finish her art degree.
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MODULE 2  //  ADDITIONAL WRITTEN EXERCISE
This is a writing exercise to determine how much you’ve learned and retained about budgeting.

Scenario: You and a friend have decided to spend your summer travelling. Write out a savings plan and 
a budget for your travels, using the concepts and details from this lesson. Discuss your understanding of 
a budget, discretionary spending, and what your budget might be for such a trip.

Scenario: You found a great used car for sale on the Internet. You have half of the money in savings, and 
you think your parents might loan you the other half. Using as many details and terms from the lesson, 
write a letter to them, detailing all the valuable money skills you’ve learned. Discuss your understanding 
of a household budget, of discretionary spending, and how this awareness and knowledge will allow you 
to manage the additional expenses a car will bring.
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MODULE 2  //  WRITTEN EXERCISES ANSWERS
Quiz Answers: 

1. False.  2. Net worth  3. True  4. True  5. negative  6. False. This may be one of the results of a budget, 
but its main purpose to have greater understanding and control of personal finances.  7. Variable  
8. Ten percent  9. Budget  10. Needs, wants

Budget Building Exercise: 

Louisa’s Budget Considerations:

Utilities are included in rent. 
Transportation expenses should be low. 
Dream of home ownership requires big savings. 
Medical costs should be low. 
Groceries may be high, but eating out costs will be low. 
Clothes shopping will be Louisa’s discretionary spending to watch carefully.

Adam’s Budget Considerations:

Transportation expenses will be significant. 
Cold weather means higher utility costs. 
Escaping Minnesota means vacation/recreation spending may be high. 
Medical costs probably higher than normal. 
Groceries will be low, but eating out is likely Adam’s bad discretionary spending. 
Commitment to saving money will hopefully help balance budget. 

Marco’s Budget Considerations:

Transportation expenses will be low. 
Needs a yearly vacation budget. 
Medical costs should be low, but vet bills could be significant. 
Groceries will be average. 
Online dating costs money and could be a growing expense. 
As a homeowner, he should budget for unexpected expenses. 

Abby’s Budget Considerations:

Abby has multiple sources of income. $1700 total 
Transportation expenses will be average to high. 
Abby is highly motivated to save. 
Medical costs should be low. 
Groceries and eating out are probably both low.
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MODULE 3  //  CREDIT, DEBIT & PREPAID CARDS
WORLD CLASS: AGES 18+
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MODULE 3  //  FINANCIAL SOCCER PROGRAM
Financial Soccer is an interactive game designed to acquaint students with the personal financial 
management issues they are beginning to face as young adults. 

It was developed with the philosophy that games can be powerful teaching tools. With most teens and 
young adults being familiar with some form of computer game, Financial Soccer engages students in a 
fun, familiar activity, while educating them on topics essential to developing successful life skills. 

Financial Soccer features questions of varying difficulty throughout the game. Like soccer, successful 
financial management requires strategy, finesse, and endurance.

The following curriculum is intended as a week-long program. Before you play the game, we recommend 
reviewing and completing the four, 45-minute educational modules with your students to help them get a 
jump on the financial concepts the game covers.
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MODULE 3  //  CREDIT, DEBIT & PREPAID CARDS
Overview: In this lesson, students will gain the knowledge to use credit, debit and prepaid cards to their 
advantage, master the meaning of various credit card terms, and understand the factors to consider 
when choosing credit and debit cards.

Age level: 18+ years old

Time Allotment: 45 minutes 

Subject: Economics, Math, Finance, Consumer Sciences, Life Skills

Learning Objectives:  

 • Discover the similarities and differences between credit, debit and prepaid cards 
 • Determine the various pros and cons to both types of cards 
 • Learn how to manage purchases and payments

Materials: Facilitators may print and photocopy as handouts the quiz and written exercises at the back 
of this document. Students may use an online dictionary or search the Web for commonly used financial 
terms. The Practical Money Skills web site has a glossary located here: 
http://www.practicalmoneyskills.com/glossary

Answer keys for all practice exercises are found on the last pages of this document.
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MODULE 3  //  INSTRUCTION GUIDE
When a soccer coach is directing his team toward a win, he chooses the players best suited for each 
play based on the athletes’ strengths and weaknesses. 

By the same token, when it comes to choosing among credit cards, debit cards, and prepaid cards, it’s 
good to know their relative strengths as well. Knowing how they work and how best to use them in various 
spending circumstances lets you tap into the advantages of each without getting penalized.

Here’s an easy way to remember the difference:

PAy NOw: DebiT CArDS 
PAy LATer: CreDiT CArDS 
PAy iN ADvANCe: PrePAiD CArDS

Let’s take a look at each.

PAy NOW: DEBIT CARDS 
A debit card (also known as a check card) looks like a credit card but is an alternative payment method 
to cash and checks. When you make a purchase with a debit card, the funds are immediately withdrawn 
from your bank account and transferred into the account of the store or business where you completed 
the transaction. Because a debit card links directly to your bank account, you can spend only what you 
have in your account.

While this helps keep you out of debt, you need to monitor debit card purchases closely and stick to 
your budget so you don’t overdraw your checking account. If you use your debit card to buy something 
that costs more than the amount of money in your bank account, you will likely be charged fees or some 
form of penalty by your bank.

Benefits of debit cards 
 • Allows you to make the same kinds of purchases as with credit cards without needing to carry cash.

 • Most provide the same type of “zero liability” protection as credit cards.

 • There is no APR or interest rate charged.

 • There are no monthly payments or debt accrued.

 • Some debit cards offer rewards programs.

Things to watch for 
 • If you overdraw your account, you will be charged a fee for each transaction.

 •  If you withdraw money from an ATM machine that’s not part of your financial institution’s ATM 
network, you could incur fees on both sides – from your bank or credit union and the other 
institution that operates the ATM.



LESSON MODULE 3  //  INSTRUCTION GUIDE (continued)

PAy LATER: CREDIT CARDS 
A credit card entitles you to make purchases based on your promise to pay for these purchases at a 
later date. The card issuer grants you a line of credit, which is a promise from the card issuer to you that 
they will loan you any amount of money up to the credit limit on the account. You can use that credit to 
purchase goods, pay bills, or obtain cash advances. 

Each month, the card issuer sends you an account statement that lists all of your purchases and the 
total amount you have purchased using the card that month. The total amount is called your balance. 
When you pay the full amount of the balance, the card issuer charges you no interest for this service. If 
you do not pay the full amount, the balance on your card account becomes a loan to you from the card 
issuer and you begin paying interest on this loan.

Benefits of Credit Cards 
 •  Lets you buy items in the store, online, on the phone, or through a mail order catalog without 

using cash.

 • Helps to establish credit history if you use it wisely.

 •  Enables you to purchase airline tickets, reserve hotel rooms and rent cars – all transactions 
that can be difficult to do using cash. Some cards also offer a Rental Collision Damage Waiver 
(CDW) benefit, which allows you to decline the auto rental company’s CDW and Liability Damage 
Waiver (LDW), thereby saving you money.

 •  Provides “zero liability” protection, which means that if your card is lost or stolen you will not 
be responsible for unauthorized merchant charges.

 • Provides access to cash advances in cases of emergency.

 •  Depending on the credit card company, their rewards program may provide points with each 
purchase that can be used to receive free airline miles, merchandise or cash back on purchases.

Things to watch for 
 •  Credit cards make impulse buying easier, which can throw off your budget and increase your 

level of debt.

 •  Items charged cost more (cost of item plus interest) unless you pay the balance in full each month.

 • Late payments may incur fees, increase the interest rate and negatively impact your credit rating.

 •  If you don’t carefully monitor spending, your purchases can push you over the credit limit, resulting 
in an additional fee. This could also increase your interest rate and lower your credit score.

 •  While cash advances can be helpful in emergencies, they come with additional fees and the 
interest rate can be higher than for standard purchases.
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PAy IN ADvANCE: PREPAID CARDS 
A prepaid card may look exactly like a credit card or a debit card. However, instead of being linked to 
your bank account (like a debit card), or providing you a line of credit (like a credit card), a prepaid card 
lets you spend only the amount that’s been pre-loaded onto the card.

There are two kinds of prepaid cards: gift and reloadable. 

Gift Cards 
A gift card is pre-loaded with an amount of funds. Once those funds are spent, the card is no longer 
valid and cannot be reloaded. Many stores and online retailers offer branded gift cards that are good 
only at their stores. Many financial institutions offer prepaid gift cards that are accepted wherever debit 
cards are accepted.

Reloadable 
Reloadable prepaid cards work exactly like prepaid mobile phones, where you use minutes and then 
refill the phone. With a reloadable prepaid card, you (or your parents) load the card with an initial amount 
of money. You use the card wherever debit cards are accepted. When the balance gets low, you can refill 
the card by telephone, or online and continue to use it.

Other types of reloadable cards include payroll cards, a safe, convenient way for companies to pay 
employees, with monthly salaries preloaded on the cards. Similarly, benefit cards can also be issued to 
employees, to cover benefits like health care or transportation costs.

Benefits of prepaid cards 
 • Spend only what you load onto the card

 • Track your spending online which helps you budget

 • No need to carry large amounts of cash

 •  Lets you make the same kinds of purchases as with debit cards and credit cards such  as 
airline reservations and online purchases

 • Most provide the same type of “zero liability” protection as credit cards

 • No APR or interest rate charged

 • No debt accrued

Things to watch for 
 • Some cards are limited to certain stores.

 •  Many gift cards from retailers expire. If you don’t use all the funds on the card before the 
expiration date, you lose the money.

 •  Some prepaid cards charge fees, including a loading fee and monthly maintenance fee. Shop 
around for the best value.
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Key Terms 
Before we delve further into debit, credit, and prepaid cards, review the following terms. Understanding 
them will help you choose the right card, better manage accounts, and prevent unexpected fees and 
activity that can harm credit history.

 •   Annual Fee – This is a fee that some, but not all, credit card issuers charge to use their 
credit card.

 •  Annual Percentage rate (APr) – Also known as interest rate, it is the percentage used to 
compute the finance charges on an outstanding balance.

 •  Available Credit – The amount of unused credit available on your credit card account.

 •  Cash Advance Transaction Finance Charge – Most credit cards let you obtain a cash 
advance from your account, but there is a dollar limit and you may be charged an additional 
fee for this transaction. Plus, interest rates charged for cash advances are often higher than the 
rates for purchases.

 •  Cardholder Agreement – This document details the terms and conditions of your credit card 
account. It will include your APR, any applicable annual fee, penalties and other costs 
associated with the use of the card.

 •  Credit Line (or Credit Limit) – The maximum amount you are allowed to carry as a balance on 
the card.

 •  Finance Charge – Based on the interest rate, this is the amount of interest you pay on the 
outstanding balance.

 •  Grace Period – The period of time between the billing statement date and the date full payment 
must be received before interest is charged on your account balance and new purchases.

 •  introductory rates – The APR offered by a credit card company as a promotional offer, which 
can vary from a few months to a year. The rate is then adjusted to the standard APR.

 • Late Payment Fee – Amount charged if your payment is received after the billing due date.

 •  Minimum Monthly Payment – The amount due based on the percentage of the outstanding 
balance, or a minimum fixed amount. 

 •  Overdraft – When you write a check or make a withdrawal from your checking account that 
would leave you with a balance below zero. Sometimes rather than bounce the check, a bank 
will cover the transaction but will charge you a substantial overdraft fee to do so.
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PROTECTING yOUR IDENTITy AND PREvENTING FRAUD 
Fraud prevention is crucial to managing your credit, debit and prepaid card accounts. Here is some 
common advice given to credit and debit cardholders to keep their accounts safe:

 • If your credit or debit card is lost or stolen, report it immediately to the credit card issuer. 

  -  Also report it to the police and use the police report to dispute any fraudulent charges 
with creditors.

 •  For such occasions, maintain a list of all your credit and debit card account numbers in a secure 
location, along with the phone numbers for each card company.

 •  When ordering items online, look for secure websites that have https:// in their web address 
and utilize Secure Socket Layer (SSL) and certificates to keep your transactions safe from hackers.

 • Guard your account numbers.

  -  Do not give out your account number to anyone who calls you – share it only with 
those companies you yourself contact. The same goes for your Social Security number 
and other personal information.

  -  Most merchants show only the last four digits of your card number on the bill; if the full 
number appears, cross it out when signing the bill.

  - Shred any documents and receipts where your card number may appear.

  -  Never send your card number or other personal information through email, since this is 
typically not a secure electronic process.

What can be done if you discover an unauthorized charge on your account? 
  •  If you reported your card as lost or stolen, many cards offer “zero liability” protection, meaning 

you will not be responsible for fraudulent charges made against your account.

 •  In many cases, you have up to 60 days to report billing errors to the credit card issuer, but you 
should do it immediately after you discover the charge so it can be resolved as soon as possible. 
They in turn must respond to your inquiry within 30 days.

 •  If a merchant made an unauthorized charge, the card issuer will act on your behalf to dispute 
the charge and have it removed.
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PROTECTING yOUR PIN 
Debit, credit, and in some cases, prepaid cards come with a Personal identification Number (PiN). 
Known only to you, your PIN is a secret numeric password you key in during a transaction to authenticate 
yourself as the legal owner of the card. Without the correct PIN, debit cards (and prepaid cards that 
require a PIN) cannot be used, and you may not be able to get a cash advance on your credit card.

It is important to choose a random number that you can remember but that’s not related to personal 
information, like your birth date or address. Never write your PIN on the back of the card or keep it in 
your wallet.

ChOOSING A CARD 
When you are considering debit, credit, and prepaid cards, you’ll have a few decisions to make before 
choosing the right card for your needs. 

Choosing a debit or check card is fairly simple, since it’s standard practice to obtain one through 
your checking account. But it’s important to be aware of potential fees, including ATM transaction and 
overdraft charges.

when choosing a prepaid card, shop for one that has the lowest fees, doesn’t expire, and is accepted 
everywhere. Don’t lock yourself in to a prepaid card that is good at only one store and must be spent 
within six months.

Choosing the right credit card takes additional consideration. You need to be 18 years old to apply. 
It’s also important to discuss your options with a parent or guardian. The fees and interest rates can vary 
from one card issuer and type of account to another. So it’s important to know how you’re going to use 
the credit card. Ask yourself:

 •  Do you plan to pay off the balance every month? If so, the APR, or interest rate, may not be as 
much of a factor as what the card issuer charges as an annual fee for usage.

 •  Do you plan to make a large purchase and pay it off over time? If so, the APR is a key cost factor, 
so shop around for a lower percentage rate – weighing that with other fees that might be charged.

 •  Are you looking for a low introductory rate to transfer an outstanding balance from another 
credit card? 

  - Plan ahead and read the cardholder agreement carefully. 

  -  Make sure you can budget monthly payments that pay off the balance within the 
introductory rate time period. 

  -  Always pay on time, since delinquent payments can incur penalty fees and potentially 
void the zero or low interest rate. 
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Managing your card accounts is critical to your financial game plan. But it can be done when you con-
sistently follow a few simple but very important guidelines:

 • Stick to your budget:

  - Don’t be tempted to make purchases you can’t afford.

  - Use credit card cash advances for emergency needs only.

 • Follow the “20-10” rule:

  - Limit your credit card debt to less than 20% of your total annual income

  -  Less than 10% of your net monthly income should go toward paying credit card debt. 
If it is more, reevaluate your spending habits.

 • Be a good credit customer:

  -  Paying at least the minimum monthly payment by or before the due date will keep your 
credit in good standing.

  -  Try to pay more than the minimum due or even the entire balance each month to stay 
out of debt and avoid paying interest.

 • Review your monthly statements:

  - Ensures you don’t spend beyond your credit limit.

  - Helps you to stay on budget.

  -  Alerts you if unauthorized or fraudulent charges appear or if billing errors have been made.

 • Take advantage of secure online access to both your credit card and debit card accounts:

  - Regularly view all account activity and payment history to spot errors or fraud.

  -  Sign up for automatic credit card payments or set up a payment ahead of time before 
it’s due.

  -  View your outstanding credit card balance or checking account balance (for debit card 
purchases) before you make a charge.

  -  Set up alerts to receive an email or cell phone text message if a large purchase is 
made, if you’ve gone over your credit limit, or when a payment is due.

  -  Some card issuers also enable you to log in to your account from a cell phone that 
supports secure Internet access.
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MODULE 3  //  DISCUSSION
Decisions around credit, debit and prepaid cards often require critical thinking. Discuss the following 
scenarios and evaluate the possible outcomes and consider better solutions where possible.

Paul is a recent college graduate who just landed a job and opened a new bank account. His 
birthday is January 1, 1996. He tells everyone that he was the first baby born in 1996. because 
he can remember his birthday quite easily, Paul chooses 0101 as his pin. Good idea? why or why 
not?

BAD IDEA. This PIN would be far too easy to guess. The key to a good PIN is coming up with something 
you will always remember but other people will have trouble guessing. 

Kate is getting a credit card to pay for a ten-day vacation to barcelona. She has good 
creditworthiness but little savings built up, so she needs the card to essentially finance the whole 
trip, which she’ll pay back over the next year or two. She chooses a card because it is aligned with 
her favorite airline, and she wants to earn miles on purchases. The APr is 23.1%. Good idea? why 
or why not?

BAD IDEA. Save for a vacation. Don’t finance one. Especially don’t finance one at 23.1% for two years.

note: If Kate had saved the money to pay for her vacation before her trip, getting a credit card is an 
excellent idea as travelling with one is safer than travelling with cash. Also, if she had saved for her vacation 
in advance and plans to pay off the credit card immediately upon returning home, she won’t carry a 
balance so a card’s APR is less important. However, because Kate has good creditworthiness, better 
interest rates on a credit card could be available to her. Reward programs are most advantageous to 
people who charge a lot on a regular basis, not those who make one-time purchases.

Daniel’s living room furniture is getting old. He spots a nice couch on sale at the department store 
and discovers they are having a 20% off one-day sale. He won’t get paid for another nine days, so 
he pops over to the bank next door and takes a $1200 cash advance to get the sale price on the 
sofa. His bank will charge a 4% transaction fee for the cash advance. Good idea? why or why not?

IT DEPENDS. Is the amount he’ll save in the sale greater than the cash advance transaction fee? Will he 
be able to pay the full amount back during the grace period and not accrue additional finance charges? 
In general, it’s best to save cash advances for emergency situations only.

Noushi does most of her banking and bill paying online. She loves the convenience it offers and 
the time it saves as well. She recently set up an automatic payment for her credit card bill to pay 
the minimum amount due every month. This way, she knows she’ll never miss a payment and 
when life gets busy or when she’s traveling, she doesn’t have to worry about her credit card bill. 
Good idea?

YES AND NO. Automatic payments are a great way to ensure you always pay on time. However, paying 
just the minimum every month is not the best debt management strategy. Noushi should consider 
increasing the monthly payment she makes, or making additional payments when she has the funds. 
Also, cardholders should always review their monthly statements to help avoid receiving any unauthorized 
or fraudulent charges.

FINANCIAL SOCCER  //  WORLD CLASS MODULE 3  //  PAGE 11



FINANCIAL SOCCER  //  WORLD CLASS MODULE 3  //  PAGE 12

MODULE 3  //  QUIZ
Answer the following questions:

1. True or false: All credit cards charge an annual fee.

2. True or false: The grace period refers to the time between the billing statement date and the due date. 

3. All of the Terms and Conditions of a credit card account are outlined in what’s called a ___________.

4. True or false: Most credit cards are issued by airlines and hotel chains.

5. List three types of things that can determine a person’s credit limit.

6. True or false: Prepaid cards play an important role in establishing one’s credit history.

7. Interest rates on cash advances are usually ___________ than those for regular purchases.

8. True or false: Some prepaid cards require a PIN to use, but others do not.

9. ___________ is a policy that protects cardholders from fraudulent charges.

10. The 20/10 rule is an effective way to manage one’s ___________.
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MODULE 3  //  WRITTEN EXERCISES
How do credit cards and debit cards work? Check all that apply. 

 

Credit Card Debit Card Prepaid Card

Covered for fraudulent charges

Charges are added to outstanding 
debt, unless they are paid in full each 
month.

Can be reloadable or disposable.

Allows ATM cash withdrawals from 
your checking account.

Builds credit history to enable renting 
an apartment, obtaining loans, getting 
car insurance.

Incurs over-the-limit fees if charges 
exceed the credit limit.

Used to purchase products and 
services online.

Can offer rewards points.

Purchases draw money from your 
checking account.

Manage charges and payments online.
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MODULE 3  //  ADDITIONAL WRITTEN EXERCISE
This is an additional exercise to determine how much knowledge you’ve retained about credit, debit and 
prepaid cards.

Scenario: Your best friend, who teaches a basic money management night class at a nearby community 
center, has come down with a nasty cold. She’s asked you to teach her class tonight, which is about the 
similarities and differences between credit, debit and prepaid cards. Create a poster, or three smaller 
visual aids, that explain clearly the main features of each card, how they are different, their benefits and 
drawbacks, and the typical uses for each type of card.



MODULE 3  //  WRITTEN EXERCISES ANSWERS
Quiz Answers: 

1. False.  2. True  3. Cardholder Agreement  4. False  5. Income. Credit Score. Payment history.  6. False. 
Credit cards do.  7. higher.  8.True  9. Zero Liability  10. Debt, budget, savings

written exercise: 
 

Credit Card Debit Card Prepaid Card

Covered for fraudulent charges XX XX XX

Charges are added to outstanding 
debt, unless they are paid in full each 
month.

XX

Can be reloadable or disposable. XX

Allows ATM cash withdrawals from 
your checking account. XX

Builds credit history to enable renting 
an apartment, obtaining loans, getting 
car insurance.

XX

Incurs over-the-limit fees if charges 
exceed the credit limit. XX

Used to purchase products and 
services online. XX XX XX

Can offer rewards points. XX XX

Purchases draw money from your 
checking account. XX

Manage charges and payments online. XX XX
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MODULE 4  //  FINANCIAL SOCCER PROGRAM
Financial Soccer is an interactive game designed to acquaint students with the personal financial 
management issues they are beginning to face as young adults. 

It was developed with the philosophy that games can be powerful teaching tools. With most teens and 
young adults being familiar with some form of computer game, Financial Soccer engages students in a 
fun, familiar activity, while educating them on topics essential to developing successful life skills. 

Financial Soccer features questions of varying difficulty throughout the game. Like soccer, successful 
financial management requires strategy, finesse, and endurance.

The following curriculum is intended as a week-long program. Before you play the game, we recommend 
reviewing and completing the four, 45-minute educational modules with your students to help them get a 
jump on the financial concepts the game covers.
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MODULE 4  //  HOW CREDITWORTHY ARE YOU?
Overview: In this lesson, students will gain an understanding of what credit is, how personal 
creditworthiness is built and maintained, and how credit is protected.

Age level: 18+ years old

Time Allotment: 45 minutes 

Subject: Economics, Math, Finance, Consumer Sciences, Life Skills

Learning Objectives:  

 • Understand what creditworthiness is 

 • Understand the three Cs of credit 

 • Understand when to use credit and when not to 

 • Learn how to spot and reverse the negative effects of identity theft

Materials: Facilitators may print and photocopy as handouts the quiz and written exercises at the back 
of this document. Students may use an online dictionary or search the Web for commonly used financial 
terms. The Practical Money Skills web site has a glossary located here: 
http://www.practicalmoneyskills.com/glossary

Answer keys for all practice exercises are found on the last pages of this document.
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MODULE 4  //  INSTRUCTION GUIDE
In soccer, as in other sports, statistics are used to measure how well individual soccer players perform, 
as well as where the team stands in the league’s rankings. Favorable numbers play a huge part in how 
the soccer player does in his or her career, as well as whether the team makes it to the playoffs. 

Once you start using credit, whether through credit cards, student loans or other forms of borrowing, you 
begin building a credit history. Your credit history is a bit like a player’s statistics in soccer. By looking at 
your past financial statistics, a bank or lender can evaluate and measure the likelihood that you’ll be able 
to pay off debt if they decide to make you a loan or offer a credit card. In other words, your credit history, 
measured using past performance with money, determines what kind of credit risk you are.

As young adults begin to build credit, it’s important for them to learn about creditworthiness and how it 
can affect one’s financial future. Avoiding mistakes that damage your creditworthiness is vital, because 
once damaged, you may find it a long and difficult process to restore your creditworthiness.

Advantages to you for being creditworthy: 
 • you are more likely to secure favorable rates on loans and credit accounts

 • you may qualify for lower auto insurance rates

 • you will be able to open utility accounts for your apartment or house without paying large deposits

Challenges to you if your creditworthiness is low: 
 • you will be charged higher loan and credit card interest rates

 • you may experience difficulty renting an apartment or buying a home

 • you may pay higher fees on credit accounts



MODULE 4  //  DISCUSSION
Establishing, maintaining and protecting credit 
When lenders consider your loan or credit card request, their main concern is: Can and will you pay back 
the amount you borrow responsibly and on time? In other words, are you creditworthy? They use many 
tools and consider many factors to arrive at their decision.

The Three “Cs” of Credit are used to determine your creditworthiness. Should a lender approve your 
car loan or student loan? Should a service provider approve your cell phone contract? Should a landlord 
sign a lease with you? Are you a good job candidate?

These decision-makers look at three main elements during their evaluation process:

 • Character – how well you handle financial obligations. 
 • Capital – the assets you own, including real estate, savings and investments. 
 • Capacity – how much debt you can manage, based upon your income.

Character 
Character is an evaluation of how likely you are to repay your debts. Potential lenders look at your past 
history, including:

 • Have you used credit before? 
 • Do you pay your bills on time? 
 • Have you ever declared bankruptcy? 
 • Can you provide character references? 
 • How long have you lived at your present address? 
 • How long have you been at your present job?

Capital 
Lenders often want to know if you have any assets you can use to secure the loan, in case you lose your 
job or default on a loan payment. 

 • What property do you own that can secure the loan? 
 • Do you have a savings account? 
 • Do you have investments to use as collateral?

Capacity 
Capacity looks at how much debt you can handle based on your current financial situation. Lenders 
want to know whether or not you have been working regularly in a job that will provide enough income to 
support your credit use.

 • Do you have a steady job? 
 • What is your salary? 
 • How many other loan payments do you have? 
 • What are your current living expenses? 
 • What are your current debts? 
 • How many dependents do you have?
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Increase your creditworthiness 
Pay down your debts 
Pay off your credit card balances in full every month. If you find yourself unable to do so, pay down 
your debt as soon as possible. Creditors look at the gap between your balance and your credit limit. 
The more unused credit you have, the better your creditworthiness. Used wisely, credit cards help your 
creditworthiness.

Spend less than you earn 
Remember that lesson on budgeting? Having money in savings increases all three Cs above.

Keep old accounts open 
Credit card issuers and lenders often look at the length of your credit history. Keeping old credit card 
accounts open with a zero balance helps your credit history in two ways. First, it maintains the length of 
your credit history. Second, when you close an account, you lower the total amount of credit available to 
you, which in turn raises the ratio of balances on your other loans and credit cards.

Pay your bills on time 
If you cannot pay your bills on time, call each of the companies before you pay late and explain your 
situation. Often, you can work out an arrangement that will allow you to pay what you are able to pay at 
the time. And because you’re acting responsibly with your creditors, you won’t hurt your creditworthiness 
nearly as much as if you pay late or skip a payment.

Avoid bankruptcy 
Bankruptcy is a legal state granted by a court of law that declares you unable or impaired in your ability 
to pay back your debts to your creditors. Bankruptcy is a last resort. Most bankruptcies can be avoided. 
Bankruptcies stay on your credit history for a very long time. 
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PROTECTING YOUR PERSONAL INFORMATION AND ACCOUNTS 
What is identity theft and what if it happens to you? 

Identity theft occurs when someone steals your personal information and uses it to open loans, credit 
cards, cell phone or utility service, or other accounts in your name. 

Identity thieves often rack up debt in your name, which has devastating effects on your credit history, 
and they cause you the loss of countless hours correcting the situation.

If you’ve discovered that someone has stolen your identity:

 • Contact the police immediately and file a report.

 •  Use this police report to begin disputing fraudulent charges and accounts with your bank, 
creditors and credit bureaus.

 •  Place a security freeze on your credit accounts before any new accounts can be opened in 
your name and further damage your credit.  

Ways to prevent identity theft:

 •  Always keep track of your credit cards and credit card numbers. Carry a minimal number of 
cards with you and store the rest, and your bills, in a secure place.

 •  Use the Internet to your advantage. Paying bills online will prevent physical, mailed bills from 
sitting in your mailbox where someone could walk by and steal them. 

  - If you need to mail a bill, drop it off at the post office.

 •  Shred all personal documents, including old bills, receipts, credit card and mortgage offers, 
and other documents that contain your personal information.

 •  When ordering products or services online, use only secure websites that have https:// in their 
web address and utilize Secure Socket Layer (SSL) and certificates to keep your transactions 
safe from hackers. It’s also smart to print out your receipt or confirmation immediately after the 
transaction to have as a record of purchase.

 •  Beware of phishing schemes, which involve receiving emails pretending to be from legitimate 
organizations that prompt you to visit phony websites. No legitimate bank or financial institution 
will EVER ask you to verify your account information in an email or ask you to click on a link 
in an email to go to a website to enter or verify your account information. If you receive such 
an email or text, you are the target of a “phishing” scam. The phishing goal is to obtain your 
financial information and use it for fraudulent purposes. Most banks and financial institutions 
have ways to notify them of phishing schemes that are impersonating them. Check your bank’s 
websites for details.
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MODULE 4  //  QUIZ
Answer the following questions:

1. True or false: Keeping older accounts open, even if they have a zero balance, can help your credit history.

2. True or false: Having lots of debt on your credit card helps your creditworthiness.

3. What is the very first thing you should do if your identity is stolen?

4.  True or false: Contacting lenders when you can’t make a payment is a good step toward protecting 
your creditworthiness.

5. True or false: A house is considered capital.

6. True or false: If your creditworthiness is low, your credit card interest rates will also be low.

7. True or false: Bankruptcy is the best way to handle your debts.

8. True or false: All online shopping is safe.

9.  True or false: All emails that look like they’re from your bank and are asking you to verify your account 
number are from your bank. It is quite normal for a bank to ask you for your account information.

10. List the three “Cs” of credit, and define what each one means
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MODULE 4  //  WRITTEN EXERCISES
Improving your credit score and debt level 
You have three credit cards:

 • Credit card #1  $500 credit limit  $100 balance 
 • Credit card #2  $1,000 credit limit $950 balance 
 • Credit card #3  $2,500 credit limit $950 balance

 1.  Even though the balances are all under the credit limits, which card’s balance should be 
reduced first to help your creditworthiness? 

 2. What would the ideal balance on this card be?

 3. How much should you try to pay off?

Protecting your credit rating and credit score 
You receive a call from a telemarketer offering you a pre-approved credit card with a low interest rate. 
You don’t have any credit cards and want to start building your credit history.

 4. You should:

 A: Say “yes” and give them your financial information. 
 B: Decline the offer and have them remove you from their calling and mailing lists. 
 C: Take their offer, but negotiate a better introductory rate.

You’ve gone to an electronics store to buy a new computer and applied for their store credit card. You 
believe you’re in good credit standing, but you’re denied.

 5. You should:

 A: Obtain a copy of your credit report. 
 B: Review your credit report to see your levels of credit and if they are too high. 
 C: Review the credit report for any errors or fraud. 
 D: All of the above.
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MODULE 4  //  ADDITIONAL WRITTEN EXERCISE
This is an additional exercise to determine how much knowledge you’ve retained about creditworthiness.

Scenario: A great apartment just became vacant in your best friend’s building. It’s cheap, has amazing 
city views, and is centrally located. However, the landlord is extremely picky about who she will accept 
as a renter. She wants someone with great credit and references. You have a good chance of getting it, 
but just to strengthen your chances, write a letter to the landlord, using as much of the creditworthiness 
information you’ve learned in this module to reinforce what a good candidate you are.  



MODULE 4  //  WRITTEN EXERCISES ANSWERS
Quiz Answers: 

1. True  2. False  3. Contact the police  4. True  5. True  6. False  7. False  8. False  9. False 
10. Character – how well you handle financial obligations. Capacity – how much debt you can manage, 
based upon your income. Capital – the assets you own, including real estate, savings and investments.

Written Exercise: 

1. credit card #2

2. $1,000 x 30% = $300 or less is the ideal balance.

3.  $950 - $300 = $650, which is the amount you should aim to pay on the balance as soon as your 
budget allows.

4. B

5. D
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