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Let’s Get Started

In this lesson, Your Credit Report and Credit
Score, you will discover the importance of
credit reports and their role in maintaining
financial health. You will learn how to access
your free annual credit reports, understand
the key information included, and identify
steps to dispute any errors. Additionally, you
will explore how credit reports influence
your credit score, what a credit score is, and
practical ways to protect yourself from credit
card identity theft. By the end of this lesson,
you will be equipped with the knowledge to
maintain and improve your creditworthiness.

What is Credit?

Credit is the ability to borrow money or
access goods or services with the agreement
that you will repay the amount borrowed,
typically with interest. It allows you to
make purchases and pay for them over time
rather than upfront. Common types of credit
include credit cards, loans, and lines of credit.

What is a Credit Report?

A credit report is a detailed document
compiled by credit bureaus that provides
a comprehensive overview of your credit
activity and current financial standing.
It includes your credit accounts (credit
cards, mortgages, auto loans, student loans),
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payment history, credit inquiries, and any
public records associated with your financial
behavior.

Why is a Credit Report
Important?

A credit report offers a complete history of
your borrowing and repayment activities,
helping lenders assess your creditworthiness.
Each account is listed with details like the date
it was opened, the credit limit or loan amount,
current balance, and payment history. It also
shows your credit utilization, whether you're
making payments on time, and any other
relevant financial behaviors. This information
is crucial for lenders to determine your ability
to manage credit responsibly.

Information Included in a
Credit Report

A credit report is divided into several sections,
each providing valuable insights into your
financial behaviorand overall creditworthiness.
Here’s what is typically included:

« Personal Information: This section
contains identifying details like your
name, address, Social Security number,
and employment history to ensure the
report is tied to the correct individual.

o CreditAccountHistory: Acomprehensive
record of your credit accounts, both



What is Dollar-Cost Averaging?

Dollar-cost averaging (DCA) is an investment strategy
where an investor regularly invests a fixed amount of
money into a particular investment, such as stocks or
mutual funds, regardless of the investment’s price. This
strategy helps mitigate the impact of market volatility
by spreading out investments over time.

How It Works:

The investor decides on a fixed amount to invest

regularly (e.g,, monthly).

This amount is invested in the chosen asset, whether its
price is high or low.

Over time, the average cost per share may be lower
than the current market price, reducing the impact of
market fluctuations.

« Reduces the risk of making a large investment at the
wrong time.

« Encourages disciplined investing and helps remove
emotions from investment decisions.

« This can result in lower average costs over time if the
market fluctuates.

« Does not maximize profits during strong market
upswings.

« It may not perform as well if the market consistently
trends upward.

Dollar-cost averaging is a valuable strategy for investors
who want to minimize risk and avoid the pitfalls of market
timing. It’s particularly beneficial for those who invest
regularly over a long period.

What is a Dividend?

A dividend is a payment made by a company to its
shareholders, typically in the form of cash or additional
shares of stock. Dividends represent a portion of the
company’s profits and are usually distributed on a
regular basis, such as quarterly.

Types of Dividends

« Cash Dividends: Direct payments to shareholders,
often deposited into their brokerage accounts.

« Stock Dividends: Additional shares of stock given to
shareholders instead of cash.

« Special Dividends: One-time payments made by a
company, often from accumulated profits.

o Preferred Dividends: Payments made to preferred
stockholders, usually at a fixed rate.

Why Invest in Dividend-Paying
Stocks?
« Income Generation: Dividends provide a steady
income stream, which can be reinvested or used as
cash.

« Lower Volatility: Dividend-paying stocks are
often considered less volatile, as companies that pay
dividends are usually financially stable.

« Compounding Returns: Reinvesting dividends can
lead to compounding growth over time.

Dividend investing is ideal for those looking for a steady
income stream or who want to reinvest dividends for long-
term growth. However, not all companies pay dividends,
so it’s essential to research and choose stocks wisely.

What is a Dividend Reinvestment
Plan (DRIP)?

A Dividend Reinvestment Plan (DRIP) allows
investors to reinvest their dividends to purchase
additional company stock shares instead of receiving
cash payouts. This strategy helps investors accumulate
more shares over time without additional capital.

How It Works

When a company pays a dividend, the amount is used
to purchase additional shares of the stock.

This process is automated and usually comes with no
additional commission fees.

Over time, this can significantly increase the total
number of shares owned and, subsequently, the
potential for future dividends.
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Understanding Legal Implications: Know the legal

steps creditors can take and your rights under the
FDCPA.

Recognizing the Broader Impacts of Financial
Stress: Take steps to mitigate the impact of debt on
your well-being and relationships.

Staying informed empowers you to handle debt
challenges and confidently work towards your financial
goals. Transitioning to financial independence requires
a solid understanding of debt and its impact on your
financial stability. Whether dealing with good or bad
debt, secured or unsecured, knowing how to manage debt
is crucial for long-term success. By addressing debt issues
early, learning effective debt management strategies, and
building an emergency fund, you can minimize financial
risks and work towards a stable and secure financial
future. Staying proactive, informed, and focused on your
financial goals will help you make intelligent decisions
and maintain control over your financial well-being.

Key Takeaways
Good debt (like student loans or mortgages) can be
an investment in your future, while bad debt (such
as high-interest credit card debt) can create financial
strain due to high interest rates and depreciating assets.

Secured debt is backed by collateral (e.g,, a home
or car), while unsecured debt depends on your
creditworthiness. Failure to repay unsecured debt can
lead to significant financial consequences.

Your credit score directly impacts your ability to secure
loans and the interest rates you're offered. Maintaining
a good score through timely payments and responsible
credit use is essential for financial health.

Debt reduction methods like the Debt Snowball
(paying off smaller debts first) and Debt Avalanche
(targeting high-interest debt) provide structured ways
to reduce debt.

DMPs involve working with a credit counselor to create
a repayment plan, while debt consolidation combines
multiple debts into one loan with a lower interest rate.
Both strategies simplify repayment.

The Fair Debt Collection Practices Act (FDCPA)
protects consumers from abusive debt collection
practices and ensures fair treatment.
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Assess your financial situation regularly, use debt
reduction strategies, and make informed decisions to
achieve long-term financial stability.

Manage debt by increasing income (e.g., taking extra
jobs or selling items) and reducing unnecessary
spending (e.g., budgeting and cutting back on non-
essentials).

Debt can cause stress, health problems, and strained
relationships. Effective debt management improves
both financial and personal well-being.

By applying these strategies and staying informed, you
can reduce debt, regain control of your finances, and
work towards a stable, secure future.
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-> Open-Ended Discussion
Questions
Your teacher may decide to select some of the following

topics for discussion.

1. Why is it important to regularly check your credit

report, and what should you do if you find an error?

2. How does your credit utilization ratio impact your
credit score, and how do you keep it in a healthy range?

3. Whatarethe prosand consofusing AnnualCreditReport.
com compared to paid credit monitoring services?

4. How do missed or late payments affect your credit
score, and what methods can help you prevent them?

5. Why is it essential to protect yourself from credit card
identity theft, and what actions can you take to secure

your personal information?

-> Debate and Discuss
Topic: Should Access to Free Credit Reports Be
Unlimited Instead of Once Per Year?
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-> Reflect and Review

True or False

Directions: Circle the correct answer.

1.

You are entitled to one free credit report annually
from each of the three major credit bureaus—
TransUnion, Experian, and Equifax—through
AnnualCreditReport.com.

True or False

. Only lenders can view your credit report.

True or False

. High credit utilization can lower your credit score.

True or False

. You cannot dispute errors on your credit report.

True or False

. Regularly monitoring your credit report can help you

detect identity theft early.

True or False
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In this lesson, Navigating Forms with Confidence, you will
guide your students through the essential skills needed to
accurately and efficiently complete various forms. You'll
emphasize key steps such as thoroughly reviewing the
form before starting, writing clearly and accurately, and
following specific instructions. Additionally, you'll teach
them how to manage complex forms by breaking them
down into smaller, more manageable sections. These
skills will equip your students to tackle form-filling tasks
with confidence and competence.

Guest Speaker

« Invite a Human Resources (HR) Professional to
discuss accurately completing forms.

o The speaker can explain how forms are used in
HR processes, such as job applications, benefits
enrollment, and employee records. They can provide
tips on ensuring accuracy, avoiding common mistakes,
and understanding the significance of each section.
The HR professional can also share insights on how
thorough and precise form completion can impact
employment opportunities and workplace efficiency.

-51-

« They can highlight the importance of accuracy,
legibility, and completeness when filling out forms,
whether on paper or electronically and provide real-
life examples of common mistakes and how to avoid
them. By engaging in a discussion, students will gain
practical insights into navigating forms confidently
and efficiently, enhancing their understanding of the
form-filling process and reducing their anxiety about
handling essential paperwork.

-> Open-Ended Discussion
Questions

These open-ended discussion questions serve as
conversation starters for your students and you,
encouraging further lesson exploration, critical thinking,
and participation.

Why is it important to fill out forms accurately in
everyday life? Can you share your experiences when
completing a form correctly or incorrectly impacted
you?

Possible Answer: Filling out forms accurately ensures
you receive the services or benefits you're applying for, like
securing a job or accessing medical care. For instance, if
you make an error on a job application, such as providing
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unexpected expenses, like medical emergencies or sudden
job loss, to provide financial stability during unforeseen
events. In contrast, a sinking fund is used for planned future
expenses, such as vacations or a new laptop, allowing you to
save systematically and avoid debt.

2. Canyou think of a personal experience where having a
sinking fund would have been beneficial> How would
it have helped?

Possible Answer: A sinking fund would have been
beneficial when I had to replace my broken laptop
unexpectedly. Having a sinking fund would have allowed
me to save for this purchase gradually, so I wouldn’t have
had to rely on credit cards or dip into my emergency
savings.

3. Why is setting goals important for personal and
financial success?

Possible Answer: Setting goals is crucial for personal and
financial success because it gives you direction, motivation,
and a clear path to follow. Goals help you prioritize your
actions and resources, ensuring that you focus on achieving
important outcomes. Without goals, it’s easy to lose focus
and drift away from what matters most.

4. What are SMART goals, and why are they effective?

Possible Answer: SMART goals are Specific, Measurable,
Achievable, Realistic, and Time-Driven. They are effective
because they provide a clear, structured framework for goal
setting, making tracking progress and staying motivated
easier. By following these criteria, goals become more
realistic and actionable.

5. How can setting short-term, medium-term, and long-
term goals help you achieve financial stability?

Possible Answer: Setting short-term, medium-term, and
long-term goals helps achieve financial stability by creating
a structured plan for managing your finances. Short-term
goals address immediate needs and build momentum;
medium-term goals act as a bridge to long-term goals, and
long-term goals focus on major financial milestones. This
balance ensures continuous progress while adapting to
changes in your financial situation.

-> Class Activity: Creating a
Personal Financial Plan

Objective: Students will create a comprehensive personal
financial plan, helping them understand the importance
of goal setting, budgeting, and strategic saving to achieve
financial stability and success.

Part 1: Setting Financial Goals

Identify Your Financial Goals:

« List three financial goals you want to achieve within
the following year. Examples include saving for a
new laptop, paying off a credit card, or building an
emergency fund.

« Ensure each goal follows the SMART criteria:
Specific, Measurable, Achievable, Realistic, and Time-
Driven.

Detail Your Goals:

« For each goal, write down the total amount needed,
the deadline for achieving it, and how much you need
to save each month to meet it.

Part 2: Creating a Budget

Determine Your Income:

o List all sources of income, such as part-time jobs,
allowances, and any other regular income.

« Calculate your total monthly income.

Identify Your Expenses:
« List all your monthly expenses and categorize them
into fixed (e.g., rent, utilities) and flexible (e.g., food,
entertainment) expenses.

Set Spending Limits:
« Allocate your income to cover all expenses. Ensure that

you are not spending more than your total income.

« Adjust your spending in flexible categories to ensure
you have enough to save for your financial goals.
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