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Financial Independence 101: The Math of
Money Management

Lesson Overview
This lesson transforms "budgeting" from a boring chore into a powerful tool for freedom. Students will
learn how to track income, categorize expenses, plan for large annual costs, and understand how
superannuation builds long-term wealth.

Materials Needed
Calculator (a phone calculator is fine)
Notebook or digital spreadsheet (Excel/Google Sheets)
Internet access for local car registration/insurance quotes (optional)
"The Lifestyle Challenge" worksheet (mental or written)

Learning Objectives
By the end of this lesson, you will be able to:

Distinguish between Gross Income and Net Income.
Calculate how to "smooth" yearly expenses (like car registration) into a weekly budget.
Categorize spending into Essential Expenses and Disposable Income.
Explain the basics of Superannuation and calculate employer contributions.

1. The Hook: The "Lottery" Scenario (5 mins)
Scenario: You just landed your dream starter job! The salary is $52,000 per year. You think, "That’s
$1,000 a week! I’m rich!"

The Reality Check: Before that money hits your bank account, the government takes tax. If your take-
home (Net) pay is actually $850, and your rent, phone, and food cost $600... how much do you actually
have to spend on clothes, games, or concerts? Let’s find out how to keep you from going broke.

2. I Do: Understanding the Terms (10 mins)
As an educator/student, let's define the core concepts:

Gross Income: The total amount you earn before anything is taken out.
Net Income: Your "take-home pay" (Gross minus Tax). This is the only number that matters for
your budget.
Fixed/Essential Expenses: Things you must pay to live (Rent, Groceries, Utilities, Transport).
Variable/Disposable Income: The "fun money" left over for wants rather than needs (Streaming
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services, dining out, hobbies).
Superannuation (Super): In Australia, employers pay an extra percentage (currently 11.5%) of
your earnings into a special savings account for your retirement. You generally can't touch it until
you're 60, but it grows over time thanks to "compound interest."

3. We Do: The "Hidden Bill" Math (15 mins)
One of the biggest budget-killers is the "Yearly Surprise"—bills that only come once a year. To beat
them, we use Prorating (breaking a big number into small, manageable weekly chunks).

Practice Calculation:

Imagine you have a car. Here are your yearly costs:

Car Registration: $800 / year
Car Insurance: $1,200 / year
Roadside Assistance: $100 / year

Step 1: Total Yearly Cost = $800 + $1,200 + $100 = $2,100

Step 2: To find the weekly "savings goal," divide by 52 weeks.

Calculation: $2,100 ÷ 52 = $40.38 per week

Takeaway: If you don't save that $40 each week, you'll be hit with a $2,100 bill you can't pay later!

4. You Do: The Lifestyle Design Project (25 mins)
Now it’s your turn, Fiona! You are going to build a hypothetical monthly budget based on a career you're
interested in.

Phase A: The Income

Pick a job (e.g., Junior Designer, Apprentice, Retail Manager). Research the average starting1.
salary.
Find the monthly "Net Pay" (Use an online "Pay Calculator" for your country/state).2.

Phase B: The Essentials (The "Needs")

Estimate rent (shared housing is cheaper!).1.
Estimate groceries ($80–$120 per week is common for a single person).2.
Calculate your "Yearly Surprise" car/transport costs (use the math from the "We Do" section).3.

Phase C: The Fun (The "Wants")

List 3 things you want to spend money on (e.g., Spotify, Gym, New Shoes).1.
Subtract all expenses from your Net Income. Is the number positive or negative?2.
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Phase D: The Super Calculation

Calculate your Super: (Gross Annual Salary) x 0.115. This is money being saved for "Future Fiona"1.
without you even trying!

5. Conclusion: Recap & Reflection (5 mins)
Summary:

Always budget based on Net Income, not Gross.
Divide big yearly bills by 52 to know your true weekly cost.
Pay your Essential Expenses first so you have a roof over your head.
Superannuation is an invisible "pay rise" that builds your future wealth.

Success Criteria Check: Can you explain why a $1,000/year insurance bill is actually a $19.25/week
expense? If yes, you've mastered the math of smoothing!

Differentiation & Extensions
For a Challenge: Calculate the impact of a 5% inflation rate on your grocery budget over one
year.
Support: Focus only on the "Needs vs. Wants" sorting activity using printed cards or a simple list
before moving to the math.
Real-World Application: Open a real bank app (with a parent) and look at "Bucketing" features
that automate these savings calculations.


