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AOF Principles of Finance
Lesson 4
Cash Flow and Wealth
In this lesson, students are introduced to the concepts of income, expenses, cash flow, and wealth. Students begin by considering how they obtain money and what they spend money on. They look closely at how building financial wealth depends on understanding income and expenses, and assets and liabilities. Students practice analyzing cash flow problems for hypothetical clients. They conclude the lesson by writing about what they have learned in a one-page reflective essay. 
Advance Preparation
In Class Period 3, students will need access to computers with Microsoft Word or similar word processing software to write essays (one student per computer).
This lesson is expected to take 3 class periods.
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Lesson Framework
Learning Objectives
Each student will:
Compare and contrast income, expenses, cash flow, and wealth*
Describe the sources and uses of money from a personal finance perspective*
Describe personal experiences with income, expenses, cash flow, and wealth
*This is one of the 16 key learning objectives assessed by the NAFTrack Certification end-of-course exam for this course.
Academic Standards
The relevant Common Core State Standards are too extensive to list here but are an important basis for this lesson. For details, please refer to the separate document “Correlations to the Common Core Standards” (available in the Course Planning Tools section of the course materials).
Students will learn that people choose between spending and saving for future consumption, and they will learn that some people have a tendency to be impatient, choosing immediate spending over saving for the future (National Standards for Financial Literacy, Standard III, Grade 12, Benchmark 1)
Identify various forms of income and analyze factors that affect income as a part of the career decision-making process (NBEA National Standards for Business Education 2013, Personal Finance II, Earning and Reporting Income)
Assessment
	Assessment Product
	Means of Assessment

	Reflective essay on money (Student Resource 4.4)
	Assessment Criteria: Reflecting on Money (Teacher Resource 4.3)


Prerequisites
Familiarity with essay writing as a genre
General knowledge of money and its function as a means of payment
Instructional Materials 
Teacher Resources
Teacher Resource 4.1, Presentation and Notes: Cash Flow and Wealth (includes separate PowerPoint file)
Teacher Resource 4.2, Answer Key: Cash Flow Analysis Scenarios
Teacher Resource 4.3, Assessment Criteria: Reflecting on Money
Teacher Resource 4.4, Key Vocabulary: Cash Flow and Wealth
Student Resources
Student Resource 4.1, Notes: Cash Flow and Wealth
Student Resource 4.2, Reading: Cash Flow and Wealth
Student Resource 4.3, Scenarios: Cash Flow Analysis
Student Resource 4.4, Assignment: Reflecting on Money
Student Resource 4.5, Organizer: Essay Preparation
Equipment and Supplies
LCD projector and computer for PowerPoint presentation
Blackboard, whiteboard, or chart paper
Sticky notes
Chart paper (at least four sheets)
Computers with Microsoft Word or similar word processing software (one student per computer)
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Lesson Steps
	Step
	Min.
	Activity

	
	
	class period 1

	1
	15
	Sticky Note Discussion: How Money Comes and Goes
To prepare themselves for a discussion on income and cash flow, students consider examples from their own lives.
Before class, prepare four sheets of chart paper with the following titles:
How You Get Money
How Other People Get Money
What You Spend Money On
What Other People Spend Money On
Note: If you have a large class, it may be helpful to make two copies (or even more) of each sheet (e.g., two How You Get Money, two How Other People Get Money, and so on).
Post the first two sheets (How You Get Money and How Other People Get Money) in the classroom; leave the other two out of sight.
When class begins, give each student a small stack of sticky notes. Call students’ attention to the sheets of chart paper. Ask them to write down on a sticky note each way they get money. For example, if they have a part-time job, that goes on one note. If they get money as gifts from family members, that goes on another sticky note. Also instruct students to write down ways they think other people get money. They can think about their friends, family, and other adults that they know. Once they have written down all the ways they and other people get money, tell students to post the notes on the appropriate sheet of chart paper.
Take a moment to quickly sort and categorize the notes (for example, put every note referring to a student’s job in one place, every note referring to gifts in another place). If time permits, you can have the students help you to categorize the notes. If time is limited, make a point of the common categories that were posted (e.g., “A lot of you posted that you work part-time to earn money”).
Then display the other sheets of chart paper (What You Spend Money On and What Other People Spend Money On). Ask students to repeat the process of writing examples on sticky notes, but this time the examples should be of things that involve spending money: buying food, shopping for clothes, doing fun things, paying for transportation (bus or subway fare, gas for car), and so forth. Again, students should write down their examples and then post them on the appropriate sheet of chart paper. As students post these notes, sort them into appropriate categories. 
When all students have posted their notes and returned to their seats, review the categories of things people spend money on. Ask students to pair up and discuss the similarities and differences between how they get and spend money vs. how others get and spend money. What stands out to them? Ask them to consider factors that might lead to any differences. After a couple of minutes call on pairs to share their thoughts with the class. If students don't mention it, suggest that age and location are two important factors that will impact how they get and spend money over the course of their life.
Explain that if you are going to manage finances―your own finances or someone else’s (as you would if you had a finance job)―one of the first things you need to know is what money is coming in and what money is going out. Let students know that in the next activity they will learn more about why that is so important.

	2 [image: ]

	35
	Presentation: Cash Flow and Wealth
This activity provides a more in-depth look at income and cash flow, which are concepts that were introduced in the previous activity. It also helps students make the connections between income, cash flow, assets, liabilities, and wealth. Further, the activity develops students’ listening and note-taking skills.
To prepare, make notes to guide class discussion using Teacher Resource 4.1, Presentation Notes: Cash Flow and Wealth. Have Teacher Resource 4.1, Presentation: Cash Flow and Wealth (separate PowerPoint file), ready to show as a full-screen slideshow using an LCD projector.
Look over Student Resource 4.1, Notes: Cash Flow and Wealth, with the class. Tell students that this note-taking guide includes the five main concepts they will learn about in the presentation. Instruct students to use the Things to Look For questions in column two to help them decide what to take notes on during the presentation.
Present the slideshow. Use the notes you prepared and pause whenever appropriate to encourage class discussion. 
This presentation is duplicated as Student Resource 4.2, Reading: Cash Flow and Wealth. If an LCD projector is unavailable, students can read the presentation, answer the discussion questions in their notebook, and discuss their answers as a class. This student resource is also useful for review.
After the presentation, divide the class into pairs or triads and have them compare their notes for completeness and accuracy. Then draw students’ attention back to the sheets of chart paper from the first activity. Ask students:
Which sheets represent income? Which represent expenses?
Students should be able to recognize that the “get money” sheets represent income, while the “spend money” sheets represent expenses. Use examples from these sheets to review these key concepts with students. For example:
Some people listed babysitting as their only source of income. How much do you make per hour when you babysit? Okay, if you babysit once a week for four hours and you make $15 per hour, you’ve earned $60 for the week. Some people listed going to the movies with friends as part of their expenses. How much will it cost you to go to the movies? If you go to the movies twice in one weekend, have you used up all the money you made babysitting? What will you do if your friends want to go out to eat after the movie and you don’t have the money? In this situation you have a negative cash flow (more expenses than income). What if you’re trying to save up to buy a great new jacket you saw at the mall? How long will it take you to buy that new jacket if you keep going to the movies with your friends every weekend? What could you do to save the money you need more quickly?
Before students are dismissed, explain that people often don’t think about their money clearly. They get excited if they have money or worried if they don’t, but they don’t think carefully about how to manage their money. Explain that being able to calmly think about income, expenses, and the resulting cash flow will help students handle their personal financial situation as well as enable them to help others if they have a career in finance. 

	
	
	CLASS PERIOD 2

	3
	15
	Review: Income, Expenses, and Cash Flow
Students apply what they learned in the last class period by analyzing income, expenses, and cash flow for a hypothetical client. This activity focuses on the following college and career skills: 
Demonstrating teamwork and collaboration
Utilizing time efficiently when managing complex tasks
Divide the class into small groups. Ask students to look at Student Resource 4.3, Scenarios: Cash Flow Analysis. Assign each group to a client (Client 1, Client 2, or Client 3). Instruct students to read their client scenario and then answer the questions. 
Give students approximately 10 minutes to read and respond to their client scenario. Then invite students to share their thoughts. Keep in mind that all three scenarios have the same questions. Refer to Teacher Resource 4.2, Answer Key: Cash Flow Analysis Scenarios, as needed.
The primary purpose of this activity is to give students an opportunity to review what they learned about income, expenses, and cash flow and to apply it to a real-world situation. If time permits, there are many other interesting discussion points about these scenarios, including:
What could your client do to improve his or her financial position?
Do you think this person has behaved responsibly with money so far? Why or why not?
Tell students that making connections between these topics and your own life is not always so easy. Many people know what they “should” do with their money, but they just don’t do it (or don’t do it consistently). Let students know that in the next activity they will begin thinking about how to connect what they are learning to their own lives.

	4 

	30
	 Analysis: What Makes a Good Essay?
By writing this essay, students synthesize the information presented in the lesson and apply what they have learned to their own lives. This activity focuses on the following college and career skills:
· Utilizing time efficiently when managing complex tasks
· Demonstrating the ability to write effectively
Before class, write the following on a sheet of chart paper:
How Much Does It Cost to Raise a Child in America in 2021?
https://spendmenot.com/blog/how-much-does-it-cost-to-raise-a-child/
· The cost of raising a child until age 17 is $233,610 on average.
· Low-income married couples spend $174,690 on average to raise a child.
Begin this activity by displaying the statement for the class. Let students know that the quote comes from 2021.
Explain to the class that even though they may not realize it, young people have a significant amount of say regarding the cash flow within their household. With this fact, comes a large amount of fiscal responsibility, too. Because of this, students need to be aware of the inherent and realistic true function of money and that it’s not something that should be used thoughtlessly. They should understand the concept of cash flow and be conscious of their own sources of income as well as the sources of income within their household, ultimately realizing that their own spending habits affect the spending habits of the household. 
With this in mind, explain to the class that they are going to write a one-page reflective essay, discussing how they can apply what they have learned in this lesson to their own lives. Tell students that they will be given a selection of topics to choose from and that they are required to choose one topic that they feel best applies to them.
Read over Student Resource 4.4, Assignment: Reflecting on Money. Review the sample essay with students. Point out that although this essay is on a different topic, it follows a similar pattern to what students would need to do in their essay.
Work with students to identify the components of the essay, which include:
· An introduction that catches the reader’s attention but also makes the topic of the essay clear
· Body paragraphs that offer specific details and examples
· A conclusion that identifies next steps the writer is going to take
Next, review the assessment criteria provided at the end of Student Resource 4.4 and answer any questions students have about how their assignment will be assessed. Let students know that they need to be thinking about and preparing to write their essay for homework and that they will do the actual writing during the next class period.

	 5
	5
	Homework: Essay Preparation
Students prepare to write their essays by reflecting on a series of questions related to the topic.
Take the last few minutes of class to review Student Resource 4.5, Organizer: Essay Preparation. Explain that these questions will help students organize their thoughts so that they can write more efficiently during the next class period. Emphasize that students should fill this out for homework and that their class time should be used for writing the essay, not for completing this organizer.

	
	
	Class period 3

	6
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	45
	Assignment: Reflecting on Money Essay
Students write a reflective essay on their attitudes toward and practices with money and to what extent they think those attitudes and practices will change because of what they have learned in this lesson.
Remind students that this is their only class time to write their essay. Assign students to computers and tell them to begin writing. Allow students to refer to Student Resource 4.5, Organizer: Essay Preparation, as needed. You may wish to circulate through the room and check to see if students completed the preparation work for Student Resource 4.5 on a credit/no-credit basis.
Check in with students to see how the work is progressing throughout the period. If a substantial number of your students will have difficulty finishing their essays by the end of the period, have them complete the essays for homework.
Once the essays are complete, collect and assess them using Teacher Resource 4.3, Assessment Criteria: Reflecting on Money.

	7
	5
	Quick Vote: My Life, My Money
Students take a moment for a quick sharing of how they think this lesson impacted their views on money.
Ask students to vote thumbs-up or thumbs-down on the following statement:
This lesson has changed how I think about managing my money.
If time permits, have volunteers share their reasons for voting as they did. Let students know that in the next lesson they will be learning how to create a personal budget, an important money-management tool.





Extensions
Content Enrichment
Instruct students to research the distribution of wealth and income from a variety of perspectives and then share their findings with the class. For example: 
Research the distribution of wealth in relation to in the United States. 
The following websites offer information on this topic:
Americans know wealth inequality is a problem, but what does it look like?
Wealth Distribution in the U.S.: How Much Do the Top 10% Own?
The Unequal States of America - Income inequality in the United States
Have students create posters highlighting a variety of available sources of income for college. Students should research income sources such as grants, loans, credit cards, tax breaks (Hope Credit and Lifetime Learning Credit), family members, and themselves. Ask students to identify the pros and cons of each and then report their findings to the class.
Have students compare and contrast personal expenditure records (wants vs. needs) to their cash flows to determine what expenditures could be eliminated. Instruct students to write a summary about where they would invest their savings.
STEM Integration
Science: The biological world has its own cycle that can be thought of as analogous to cash flow and wealth. Instead of dollars and cents, the currency of the biological world is energy. Organisms spend energy on activities that keep them alive. And just as our dollars and cents are earned as income, spent as expenses, or held as assets and wealth, energy in nature follows a similar pattern. Partner with your school’s biology teacher and discuss aspects of energy flow in nature using material from “Go with the Flow,” from Teach Engineering: https://www.teachengineering.org/lessons/view/cub_bio_lesson03. 
Then guide students through the associated activity, “Got Energy? Spinning a Food Web” (https://www.teachengineering.org/activities/view/cub_bio_lesson03_activity1). When they are finished, hold a class discussion about what elements of energy and the food cycle can be viewed as “income,” “expenses,” “assets,” and “wealth.” 
Technology: Have students play the Check It Out! game found at http://senseanddollars.thinkport.org/. This game requires students to try to pay one month’s worth of expenses with one month’s income and still have money left over. It’s not as easy as it sounds!
Technology: Have students play the online version of Robert Kiyosaki’s Cash Flow game, available at http://www.richdad.com/apps-games/cashflow-classic.aspx (free, but registration is required). The game asks students to look at income, expenses, assets, and liabilities to build financial freedom.
Additional Cross-Curricular Ideas
English Language Arts: The pursuit of wealth―or the gap between those who have it and those who don’t―is at the heart of many literary classics (e.g., A Tale of Two Cities or anything by Dickens, Les Miserables, Great Gatsby, Death of a Salesman). Lead students in a discussion that connects what they have learned about wealth, cash flow, income, and so on to what they have read in the book. How was financial wealth defined during the French Revolution? In 1800s France, when Victor Hugo was writing? In early 20th-century America, when F. Scott Fitzgerald and Arthur Miller were writing? How do we define wealth today? In what ways have our attitudes toward money changed over time? In what ways have they stayed the same? Students studying American history can also have some interesting conversations about the role financial wealth plays in the American Dream.  
English Language Arts: Have students read a book related to money management and finance. For example, Rich Dad Poor Dad by Robert Kiyosaki; Buffett: The Making of an American Capitalist by Roger Lowenstein; The Ascent of Money by Niall Ferguson; and The Millionaire Next Door by Thomas Stanley and William Danko. Once students have finished reading the book, have them complete one of the following activities:
Prepare a sales talk, imagining that the students in the class are prospective customers who are looking for a book on money management and finance. In three to five minutes convince the class that your book is a worthy read. 
Write a letter to the author describing the ways in which the book has changed your thoughts and ideas about money management and how you plan to act on those thoughts. You may even want to invite the author to visit your classroom!
Write a book review for the school newspaper describing the book’s positive and negative attributes. Explain why or why not the book is suitable for other high school students to read.  
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