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	Program Information
	[Lesson Title]
Buying on Credit

	TEACHER NAME

Tawna Eubanks
	PROGRAM NAME

Hamilton County Aspire

	
	[Unit Title]
Financial Literacy

	NRS EFL 
4


	TIME FRAME
60 – 120 minutes 

	Instruction 
	ABE/ASE Standards – Mathematics
       

	
	Numbers (N)
	Algebra (A)
	Geometry (G)
	Data (D)

	
	Numbers and Operation
	
	Operations and Algebraic Thinking
	
	Geometric Shapes and Figures
	
	Measurement and Data
	

	
	The Number System
	
	Expressions and Equations
	A.4.4
	Congruence
	
	Statistics and Probability
	

	
	Ratios and Proportional Relationships
	N.4.12

	Functions
	
	Similarity, Right Triangles. And Trigonometry
	
	Benchmarks identified in RED are priority benchmarks. To view a complete list of priority benchmarks and related Ohio Aspire lesson plans, please see the Curriculum Alignments located on the Teacher Resource Center.

	
	Number and Quantity
	
	
	Geometric Measurement and Dimensions
	
	

	
	
	
	Modeling with Geometry


	
	

	
	Mathematical Practices (MP)

	
	
	Make sense of problems and persevere in solving them. (MP.1)
	
	Use appropriate tools strategically. (MP.5)

	
	(
	Reason abstractly and quantitatively. (MP.2)
	
	Attend to precision. (MP.6)

	
	
	Construct viable arguments and critique the reasoning of others. (MP.3)
	(
	Look for and make use of structure. (MP.7)

	
	(
	Model with mathematics. (MP.4)
	
	Look for and express regularity in repeated reasoning. (MP.8)

	
	LEARNER OUTCOME(S)

· By computing interest, participants will determine how buying on credit adds to the total cost of an item.
	ASSESSMENT TOOLS/METHODS

· To demonstrate mastery, a student could put their interest calculations in a written form; give a verbal presentation of the steps taken to determine the total cost of the item, or produce a sample contractual agreement to purchase an item.


	
	LEARNER PRIOR KNOWLEDGE

· Have a roundtable discussion about financial choices and evaluating credit costs.  What do students already know?   What is interest? How is it related to credit?  What contractual agreements have they been involved with?  Record definitions on board.  Any experiences or information the class offers will be useful.  
· Teacher checks for understanding of vocabulary.  What do students know about the standard?  How familiar are they with using calculators?  Can they use the interest formula with percentages to solve interest problems?


	
	INSTRUCTIONAL ACTIVITIES 

1. The class reads Activity #1 How Interest Works handout together in whatever manner seems appropriate to the group.  Offer highlighters so students can highlight any new vocabulary. Go over any unfamiliar vocabulary and then as a group summarize what was read.  Students can write unfamiliar terms in their journal and add definitions as acquired.  Once everyone understands the information go on to Activity #2: How Much Does Credit Really Cost? There is likely to be more discussion here like, “That’s not fair to charge poor people more!” etc.  These seeming digressions may help illustrate the need for understanding this material.  Ask if anyone knows about rent-to-own stores?  How do they work? Is there any interest involved?
2. Introduce the interest formula. Everyone should have access to a calculator to begin working with the formula.

              I = PRT (Principle x Rate x Time)

              Use examples to let the class practice using the formula. 

              I = $200 television x 5% rate x 1 year

Demonstrate how to solve this problem using the TI-30XS calculator. Have the students key in 200.00. Next, hit the x symbol. Have them key in the rate amount 5, and then hit the shift key and then the % symbol, then the x and last, have them key in the time 1 year and then hit the enter key. They should see the number 10 in the upper right corner of the display window. Explain that this is the amount of interest that they would pay for buying this television on credit. The total amount paid for the television at the end of the 1-year would be $210.  Discuss how this number was derived.  Work through as many examples as needed, until the students feel comfortable with the formula and the calculator. 

Samples:  I = $500 stereo x 12%  x 2 years


    I = $15,000 car x 4.5% x 3 years


    I = $90,000 home x 7.0 % x 30 years

Using the Activity #2: How Much Does Credit Really Cost? to discuss information that was read and give students a chance to check any calculations on the page for themselves.

GED Link The I=PRT formula is listed on the GED formula reference page. Testers are expected to be familiar with and know how to use it.  Have students work with several examples of interest problems in a section from a textbook such as Common Core Basics: Building Essential Test Readiness Skills (Mathematics) Lesson 7.6 Use Percents in the Real World.
3. Looking at the information they already have, ask students to bring in copies of any contracts they have that include an interest charge. Have them black out any personal information before sharing it with class members. The teacher could bring in any credit card or department store terms she/he can locate for the students to use as an example. Also, have students bring in local store advertisements such as H.H. Gregg, Best Buy, etc.

Allow each student to choose 3 items they would like to purchase from the advertisements. Students will then need to determine what means of credit they are going to use to pay for the items. Have them choose from the sample credits available.  Once a decision has been made, students will need to determine what information they will need to be able to work with the Interest Formula. For lower level students this information could be provided.

After all the information is gathered have students solve their own personal interest problems using the Interest Formula and calculators. Have them report the total cost they would pay for each of the three chosen items.

	RESOURCES

Student copies of Activity #1 How Interest Works (attached)

Highlighters for student use

Student copies of Activity #2: How Much Does Credit Really Cost? (attached)

Calculators for student use

Common core basics: Building essential test readiness skills (Mathematics). (2015). Columbus, OH: McGraw-Hill Education.
Advertisements and credit card offers for student use


	
	DIFFERENTIATION



	Reflection
	TEACHER REFLECTION/LESSON EVALUATION


	
	ADDITIONAL INFORMATION
Online articles:
Fay, B. (n.d.). Personal Loan Options. Retrieved from https://www.debt.org/credit/loans/personal/
Anderson, T. (2016, February 16). What You Should Know About Personal Loans. Retrieved from http://www.forbes.com/sites/tomanderson/2016/02/17/what-you-should-know-about-personal-loans/#16c1ba1c68ff
What Are Personal Loans? (n.d.). Retrieved from http://www.thefinanceowl.com/loans/personal-loans/
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Credituses some very tricky math. Y ouneed to use percents, decimals, addition, multiplication, and
division toreally understand it. Do you hate doing math? That’s good news for some businesses! Theydon’t
want you to understand how credit works. Thatway you’ll agree to give them lots of money without even
knowinghow much! Different businesses charge very differentamounts for credit. This can make a huge
difference in how much you are really paying for something you want.

Becauseit’s so easy to trick people using credit, the government requires all loan contracts and credit
offers to contain certain information. You can find the words Annual Percentage Rate (or APR) on these
forms. That tells you how much interest you will pay every year. Usually, you will also find thetotal amount of
interest youare paying for the credit or loan. Be sure to look at these numbers carefully, even if the salesper-
sonpressures you or talks about low monthly payments! If you shop around before signing any contracts, you
cansave yourselfa lotof money. Rent-to-own stores don’teven talk about interest, because, technically, they
are not giving you aloan. But you should look closely at their brochures and contracts. The brochures are
required by law to tell you the total price you will pay before you own what you arerenting. Youmightbe
surprised to find that you are paying at least three or four times what the item is really worth!

Here’s an example of how different interest rates canbe. Let’s say you want to buy a new television set
that costs $§350at the store, but you can only afford to pay 835 per month. After shopping around, you might
find that you have the following choices.

Choice #1: Wait and Save. If you save your money for ten months, you can buy the
television without using credit. This means that you will have to wait for the
new television. The total cost for the television would be $350.

Choice #2: Use Store Credit. 1f the store that had a 21% APR, your interest payments
would be approximately $73. You would get the television right away, but the
total cost would be $423.°Y ou would own the television after 12 months of

payments.

Choice#3: Rent-to-Own. 1fyouhad trouble getting credit at the store, you might
decide to go to arent-to-own business. They would let you have the television
for only $8.99 per week. This can sound very good, because it doesn’t sound
like much money and you can have the television right away. Butif youreadthe
contract carefully, you’ll find out thatthe total cost of the same television is
$934.96. Youalso would notown it for two years, and if you missed any
payments—even after paying hundreds of dollars, they could take the television
back and you would have nothing. Because renting-to-ownis not considered a
credit business, these companies are not controlled by the same laws as the
store. Ifthey were, the Annual Percentage Rate would be more than 46%, which

would be illegal!





Ohio Aspire Lesson Plan – Buying on Credit
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PART 1

Most people want more money than they have. Hundreds of years ago, businesses
figured out a way to make profits by letting people spend more money than they have. In
modern days, there are two common ways that businesses do this. The first way is done by
banks and finance companies. They let you borrow money if you promise to pay them
back the money you borrow—along with a “little extra”—in the future. That “little extra”
that banks, finance companies, pawn shops, home improvement companies, and other
companies charge for lending you money is called interest.

There is a second way that businesses make money by letting you spend more than
you have. Department stores, car dealers, rent-to-own stores, credit card companies, and
many other types of businesses let you buy something now and pay for it later. When
companies let you buy things that you pay for in the future, it is called giving credit. These
companies also charge interest.

PART 2
Businesses make a lot of money on interest. As long as they believe that you will be
able to pay back the money you owe, many businesses want to give you as much credit as
they can. People who have high-paying jobs are able to get lots of credit without paying a
lot of interest. That’s because the companies know that they will be able to get their money
back, even if they have to take these people to court. People with good jobs and a good
credit history can get credit cards where they pay as little as 5% per year to borrow money.

People who do not have much money and people who have had trouble repaying
loans in the past have a hard time getting low credit rates. Businesses call these people bad
credit risks. Many businesses don’t like to lend them money, because they are afraid that
they will have trouble getting it back. But there are some businesses that will lend money or
give credit even to people they know are bad credit risks. In fact, they make it very easy for
almost anybody to get credit. They can be very friendly, and even treat people with the kind
of respect they don’t get from banks. But they don’t charge 5% interest, instead they

charge a lot more.

Pawnshops in Georgia can legally charge as much 188% per year for lending money.
This means that if you borrow $100 dollars from a pawn shop, in one year, you will owe
them $288. Some pawnshops break the law and charge even more. Rent-to-own stores
don’t call what they do charging interest, but it comes out the same way. If you get $200
worth of furniture at a rent to own store, you might end up paying more than $700 before
you own it. Now do you understand why these businesses are nice even to people they
consider bad credit risks?




