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UNIT 6: 

BCS-FL-6 Credit
[image: image10.jpg]



Annotation: 
The goal for this unit is for students to understand the responsibility that comes with the use of credit. They will also learn to be wise and educated consumers when and if they choose to use credit for purchases. 

Grade(s): 

	
	9th

	
	10th

	x
	11th

	x
	12th


Time:  
17 Hours 
Author: 
Julie Chapman
Students with Disabilities:

For students with disabilities, the instructor should refer to the student's IEP to be sure that the accommodations specified are being provided appropriately. Instructors should also familiarize themselves with the provisions of Behavior Intervention Plans that may be part of a student's IEP. Frequent consultation with a student's special education instructor will be beneficial in providing appropriate differentiation. Many students (both with and without disabilities) who struggle with reading may benefit from the use of text reading software or other technological aids to provide access to printed materials. Many of these are available at little or no cost on the internet.
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GPS Focus Standards: 
BCS-FL-6: Students will analyze factors that affect the choice of credit, the cost of credit and the legal aspects of using credit.
a. Compare the advantages and disadvantages of different payment methods. 

b. Analyze the benefits and costs of consumer credit. 

c. Compare sources of consumer credit. 

d. Explain factors that affect creditworthiness and the purpose of credit records. 

e. Identify ways to avoid or correct credit problems. 

f. Describe the rights and responsibilities of buyers and sellers under consumer protection laws. 
GPS Academic Standards:
SSEPF1. The student will apply rational decisions to the making of personal spending and savings choices. 
SSEPF4. The student will evaluate the costs and benefits of using credit. 
SSEPF6. The student will describe how the earnings of workers are determined in the marketplace. 
ELA10RC3. The student acquires new vocabulary in each content area and uses it correctly. 
ELA10RC4. The student establishes a context for information acquired by reading across subject areas. 
ELA10W3. The student uses research and technology to support writing. 
ELA10LSV1. The student participates in student-to-teacher, student-to-student, and group verbal interactions. 
MM2P1. Students will solve problems (using appropriate technology). 
MM2P4. Students will make connections among mathematical ideas and to other disciplines
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Enduring Understandings: 
Credit seems to be a way of life in the United States today. Students must realize that the excessive and irresponsible use of consumer credit was one of the factors that led to the latest economic recession.  They must also be aware that credit is only one tool in their economic toolbox and it is one that can be very dangerous if not used properly. 
Essential Questions: 
· Don’t I have to have a credit card?
· What do I need to do know so that I can begin to establish credit? 
· If I make a few mistakes using credit while I am young, how will it affect me later in life?
Knowledge from this Unit:  

Students will be able to:
· Discuss the advantages and disadvantages of using credit when making purchases. 
· Identify and avoid credit problems. 
· Describe the difference in a credit score and a credit report.
· Explain the parts of a credit report. 
· Interpret their rights and responsibilities under the current credit laws. 
Skills from this Unit:  
       Students will: 

· Calculate the true cost of using credit. 
· Analyze a credit card statement. 
· Manipulate the information on a credit report and make an educated decision about granting credit to a fictional borrower. 
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Assessment Method Type: 
	
	Pre-test

	x
	Objective assessment - multiple-choice, true- false, etc.

	
	__ Quizzes/Tests

_x_ Unit test

	x
	Group project

	x
	Individual project

	
	Self-assessment - May include practice quizzes, games, simulations, checklists, etc.

	
	__ Self-check rubrics   

__ Self-check during writing/planning process

__ Journal reflections on concepts, personal experiences and impact on one’s life

__ Reflect on evaluations of work from teachers, business partners, and competition judges

__ Academic prompts

__ Practice quizzes/tests

	x
	Subjective assessment/Informal observations

	
	__ Essay tests

_x_ Observe students working with partners

__ Observe students role playing

	
	Peer-assessment  

	
	__ Peer editing & commentary of products/projects/presentations using rubrics

__ Peer editing and/or critiquing

	x
	Dialogue and Discussion

	
	__ Student/teacher conferences
x__ Partner and small group discussions

__x Whole group discussions
__ Interaction with/feedback from community members/speakers and business partners

	x
	Constructed Responses

	
	__ Chart good reading/writing/listening/speaking habits

x__ Application of skills to real-life situations/scenarios

	
	Post-test


Assessment Attachments and / or Directions: 
Credit Unit Test 

Not everything that was covered in the unit is on this test and students are required to make some inferences based on credit knowledge gained.   The teacher should feel free to add questions to the test or to take questions off of the test based on the material that was emphasized in a particular class.  There are also situations that require students to have Internet access. If all students in class do not have access these questions will need to be eliminated.
Some teachers may prefer to teach the Simple Interest and Compound Interest formulas and use those on the test rather than using Internet calculators. 
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•
LESSON 1:  Credit and Credit Cards

1.
Identify the standards. Standards should be posted in the classroom.    
 BCS-FL-6: Students will analyze factors that affect the choice of credit, the cost of credit and the legal aspects of using credit.
a. Compare the advantages and disadvantages of different payment methods. 

b. Analyze the benefits and costs of consumer credit. 

c. Compare sources of consumer credit. 
e. Identify ways to avoid or correct credit problems

2.
Review Essential Question(s). Post Essential Questions in the classroom. 

•
Don’t I have to have a credit card?

· If I make a few mistakes using credit while I am young, how will it affect me later in life?

3.
Identify and review the Unit Vocabulary. The teacher may use a Frayer Model Handout to introduce these vocabulary terms to students. The teacher will give students the word and the definition and have students complete the Illustrations/Characteristics, Examples and Non-Examples sections of the models. As a review, the students can then “build” the Word Wall when they give the correct definition for a vocabulary word. 
	Term 
	Term 
	Term 

	Credit
	FICO
	Lender

	Borrower
	Interest
	APR

	Creditworthiness
	Credit History
	Credit Report

	Credit Limit
	Credit Score
	


4.
Interest approach – To create interest in learning about credit, the teacher may show the following funny, short, video from Free Credit Report commercials. Other Free Credit Report commercials are also available on YouTube, if desired.

http://www.youtube.com/watch?v=LPDdxwiRIl4&feature=related

After showing the video, the teacher will have students complete the Know Column in KWLA (adapted) Chart Worksheet. The adaptation in this form is the “What Your Teacher Wants You to Know” column. The teacher can list the “Knowledge from this Unit” and the “Skills from this Unit” in this column prior to distributing the chart to students to reinforce teacher expectations. After students, have completed the Know column, they should be asked to share their knowledge with their classmates.
When the class discussion subsides, students will be asked to complete the “Want to Know” column in the KWLA Chart Worksheet. This is also a good time to encourage an exchange of ideas among the students. They should be encouraged to add ideas to their “W” column as other students make suggestions in which they have interest.

Lastly, the teacher should lead a short discussion of the items in the “What Your Teacher Wants You to Know” column of the KWLA.
5. Many students believe that using credit to make purchases is simply a normal step in becoming a financially responsible adult. In this lesson, students will be introduced to the idea the there is another way to look at things. Perhaps they could save the money and pay cash for their purchases the way that their grandparents or great grandparent did! The idea of not using credit at all except for the purchase of a house is supported by some respected financial literacy experts including Dave Ramsey. Because credit is used so extensively and for those who do not adopt the “No Credit Use” policy, this lesson will also teach students about using credit wisely and the dangers of credit.

6.    To give students an understanding of the financial condition of families in America today, the teacher will lead students in the Candy Bar Madness Handout activity from Dave Ramsey’s Foundations in Personal Finance curriculum. This activity uses Paydays, Smarties, Dum Dums, Jaw Breakers and Milk Duds to provide students with a “reality check” of what the typical American family faces and the perils of debt. 
7.     Have students record their answers to the following questions:

· Do you plan to get a credit card or use credit to buy things?
· If yes, when do you plan to get it?

· What do you plan to buy using your credit?

· Do you know any adults who have gotten into trouble because of credit problems?

Discuss answers and then ask students, “Have you heard the saying Buy Now, Pay More Later?” Explain to students that this is EXACTLY what they are doing when they use credit for a purchase! The teacher might explain that there is absolutely no rush for students to establish credit and they certainly don’t have to get a credit card to do so! This is a good time to illustrate for students the ultimate price of paying interest on purchases using credit.
Go to the following website http://www.bankrate.com/calculators/managing-debt/annual-percentage-rate-calculator.aspx and enter the following situations into the How Much Does That Loan Really Cost? calculator:

· You owe $2000 on your credit card at 12% and it takes you 3 years to pay it off. How much did it really cost?
· You owe $15000 on a car loan at 6% and you are paying it off over 5 years. How much did the car really cost?
· You owe $5000 on a credit card with a 29% interest rate. You think you can pay it off in 4 years. How much did this debt really cost ?

Now show students what happens if they only make the minimum required payment on a credit card 


balance. Go to the following website:


 http://www.bankrate.com/calculators/managing-debt/minimum-payment-calculator.aspx

and enter the following situations into The True Cost of Paying the Minimum calculator:

· You owe $3000 at 18%. Your interest is calculated using the Interest + 1% of balance method. Click minimum payment and calculate. It would take them 222 months and they would pay $3923.08 in interest!
· You owe $1000 at 25%. Your interest is calculated using the Interest + 1% of balance method. Click minimum payment and calculate. It would take 127 months and you would pay $1402.38 in interest for that $1000!

The teacher may create other scenarios, as needed.  To show students the effects of shortening the terms of a loan or lowering the interest rate, the teacher could use the scenarios above with a shorter loan term and lower rate. Ask students if they are surprised by these numbers. Hopefully, they are! Be certain that they understand that most adults do not intend to get into this kind of debt, but that we live in an immediate gratification culture. They must realize that they really are Buying Now, Paying More Later when they use credit!

8.
Students will now be introduced to the advantages and disadvantages of using credit and the true cost of credit purchases. Teacher will show the Credit….Hmmmm PowerPoint and have students complete the Credit….Hmmmm  Worksheet that goes with the PowerPoint as the information is presented.

9. 
To further emphasize costs associated with using credit, students will complete Hidden Costs of Credit Worksheet from Dave Ramsey’s Foundations in Personal Finance curriculum. In this activity, 


students will read a sample disclosure statement and understand the fees, limits, finance charges, grace periods, APRs, etc. associated with credit.

10. 
For people who do choose to use consumer credit for purchases, there is a simple rule to help determine the amount of credit that can safely be used. This is known as the 20/10 Rule. This rule simply states that consumers should never borrow more than 20% of their net yearly income and that their monthly credit payments should never exceed 10% of their net monthly income. Mortgage debt and monthly mortgage payments and other fixed expenses not related to borrowing are not included in these calculations. The teacher can lead students in completing the first two problems on the 20/10 Rule Practice Problems Worksheet and have them do the rest independently.
12.  Have students go back to their KWLA Worksheets and add at least 5 things that they learned from this lesson to the “L” column.

11.  To wrap-up this unit, if time permits, the teacher could show the movie Maxed Out. This is a 2006 independent movie that chronicles abusive practices in the credit card industry. The movie was released prior to the Card Act, 2009, which changed some of the rules that allowed these abuses to take place. If there is no time for a movie, the following YouTube links will give students a taste for the problems that can arise when credit is not used wisely.
http://www.youtube.com/watch?v=7U6pmkTC8i0&feature=related  This is the story of a college student who graduated from college with a large amount of credit card debt.

http://www.youtube.com/watch?feature=endscreen&v=LjSaTtON4AE&NR=1 This is the story of a married couple who ended up filing for bankruptcy partially due to credit card debt.

•
LESSON 2:  Credit Reports, Credit Scores and Credit History



1. Review Essential Questions. Post Essential Questions in the classroom. 

· 
If I make a few mistakes using credit while I am young, how will it affect me later in life?

2. Review Vocabulary for this lesson -  Credit History, Credit Worthiness, Credit Limit, Credit Report and 
Credit Score.  Direct student attention to the Word Wall, if using. The teacher will call out the definition to one of these terms. The student who gives a correct answer will go to the Word Wall and write his/her name on the correct term. Students enjoy using colorful markers to do this activity and a piece of candy motivator is always welcome. 
3. The teacher will now introduce student to the credit reports and credit scores using the Credit Reports and Credit Scores PowerPoint. Students will complete the Credit Reports and Credit Scores Skeleton Notes as the PowerPoint is presented. 
4.  Students will  take a detailed look at a Credit Report by going to the following site: http://www.aie.org/managing-your-money/credit-scores-and-reports/reading-a-credit-report.cfm
    The teacher will lead students in an exploration of the interactive credit report and then have students use the report to answer the questions on the Interactive Credit Reports Worksheet.
   If further work with a credit report is needed, the teacher can display the Visual 6-1 Consumer Credit Report Handout from the St. Louis Federal Reserve which shows a credit report that is formatted differently. Student’s may complete Mikhail’s Credit Report Worksheet
5.  To increase understanding of credit scores, students will now open the My FICO Booklet Handout or the teacher can print copies for distribution. Students may read the entire booklet silently and record one fact that they learned from each page or the teacher can assign only specific pages for more investigation. For example, pages 7-12 cover what is included in a FICO score which has been covered pretty well previously.  Alternatively, the booklet could be read and discussed as a class.
6.  So that students can see how a lender might use credit information and a credit score to make a decision about granting credit to a borrower, students will complete the Credit Score Worksheet. The answer to the activity is that Thomas’ credit score is in the 500-599 range, POOR. He is currently using 75% of his income to make debt payments. He also is using 75% of his available credit which is a high rate of utilization. He only has $500 per month to pay his living expenses. Thomas should concentrate on living below his means and paying every available dollar toward decreasing his debt. He should not use credit for anymore purchases and he should consider getting a second job to increase his income so that he can pay off his debt more quickly. 
7. To wrap-up this lesson, the teacher will emphasize to students that they should be concerned about their credit history, but that they do not have to be in any great hurry to establish credit. After they become adults, to establish and maintain good credit students should:

· Open a bank account and maintain it properly.

· Purchase a cell phone contract and pay it on time and in full each month

· Make car payments and car insurance payments on time

· Pay all bills on time and allow ample time for mailing and electronic transfers to avoid negative notations on your credit report

· Not open too many credit card accounts. Information on every card goes on your credit report.

· Monitor their credit usage and be VERY, VERY cautious in its use.
· Check their statements monthly to be sure they are not being charged for something they did not purchase.

· Pay off credit card balances monthly, so they are not flushing money down the toilet by paying interest charges.

If mistakes are made, a person can take the following actions to improve their credit score:


Action, Score Change:
1. Pay off accounts, +80 

2. Build history of paying on time, +40 

3. Pay down credit balance, +40 

4. Pay down further and no new accounts, +50 

5. Pay all overdue payments and keep loan current, +20 

6. Six months of on-time payments, +30 

Source: http://www.myfico.com/  
Have students go back to their KWLA worksheets and add at least 5 things that they learned from this lesson to the  “L” column.
•
LESSON 3:  Credit Laws

1. .
Review Essential Questions. Post Essential Questions in the classroom. 
· If I make a few mistakes using credit while I am young, how will it affect me later in life?

2.  The following are important laws relating to credit in the United States with the exception of the Card Act of 2009 which will be covered on its own. Hand out to students the Laws Relating to Credit Project Handout.
· Fair Credit Reporting Act  (FCRA)

· Fair and Accurate Credit Transactions Act (FACT Act) 
· Equal Credit Opportunity Act (ECOA) 
· Fair Credit Billing Act (FCBA)
·  Fair Debt Collection Practices Act (FDCPA) 
· Consumer Credit Protection Act a.k.a The Truth in Lending Act
The teacher will divide the class into groups of 3 or 4 and each group will be assigned one of the laws. They will become the experts on their assigned law by finding the following information for each law:

1. 
When was the Act passed? Who was the president at the time?

2.
What was the intention of the Act? Why was it seen as necessary?

3. 
What is covered under the Act?

4.
Is anything important left out in 1-3?

Each group will create a PowerPoint or Prezi (www.prezi.com) and present their findings to the class. Each presentation will begin and end with 3 "test" questions created by the group. Students who are watching the presentations will record the questions at the beginning of the presentation and will answer the questions at the end of the presentation. Students will do this through all of the presentations. The teacher will collect the questions and answers when all presentations are completed. These may be graded for a class work or test grade at the discretion of the teacher. 
3.  The newest credit card law came to be as a result of the Financial Crisis in 2008 and the ensuing credit crunch in our economy. It is widely accepted that consumers were caught holding way too much personal debt and that certain credit card companies in certain circumstances took actions that were very damaging to consumers.  It is known as the Credit Card Act of 2009. 

To have students become familiar with the Card Act, the teacher will have them complete the Credit Card Act 2009 Guided Reading Activity Worksheet.  The link on the assignment sheet is to an article by the Federal Reserve Board of Governors and can be printed for distribution, if needed. 

4. Have students go back to their KWLA Worksheet and add at least 5 things that they learned from this lesson to the  “L” column.
•
ATTACHMENTS FOR LESSON PLANS

· Frayer Model Worksheet
•
KWLA Chart Worksheet
· Candy Bar Madness Handout
· Credit….Hmmmm PowerPoint

· Credit….Hmmmm Worksheet
· Hidden Cost of Credit Worksheet
· Credit Report From St Louis Fed Handout
· 20/10 Rule Practice Problems Worksheet
· Credit Reports and Credit Scores PowerPoint
· Credit Reports and Credit Scores Skeleton Notes

· Interactive Credit Reports Worksheet
· Interactive Credit Reports Worksheet KEY
· Mikhail's Credit Report Worksheet
· Mikhail's Credit Report Worksheet KEY

· My FICO Booklet Handout
· Credit Score Worksheet
· Laws Relating to Credit Project Handout
· Credit Card Act of 2009  Guided Reading Worksheet
•
NOTES & REFLECTION: 

This is an important lesson for a Financial Literacy class. It is imperative for students' financial well being that they "get" this information. 
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Culminating Unit Performance Task Title:  
Have I Learned what I Wanted to Learn? Have I Learned What my Teacher Wanted Me to Learn?   
Culminating Unit Performance Task Description/Directions/Differentiated Instruction: 
This unit has been long and fairly extensive. It is important to see what students have been able to retain from the assignments that they have done in the unit.

The teacher will place students in groups of 3-4. As a group, using their KWLAs, students will compile what they know and what they have learned in this unit for all group members. They will then record answers or examples for the “What Your Teacher Wants You to Learn” column.    This information will be recorded on a piece of paper or a Word document. 

Groups will then use butcher paper or poster board and create an attractive display of the things that they consider to be most important from this unit. If the teacher wishes, these posters could be displayed in other classrooms to educate other students and to promote the Financial Literacy class. 
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Web Resources:
· Family Economics and Financial Education (FEFE) provides free resources to teachers. Their motto is “For Teachers by Teachers” and their resources reflect that. FEFE is partnered with the University of Arizona and the Take Charge America Institute with the goal to bring free, research-based financial education resources to students and teachers. Their credit unit is an excellent resource. http://fefe.arizona.edu/
· The Federal Reserve Bank of St. Louis is an excellent resources for financial literacy teachers. One resource is a personal finance curriculum for high school students known as "It's Your Paycheck." Unit C is titled "All About Credit".  The following link goes to the "It's Your Paycheck" resources:
http://www.stlouisfed.org/education_resources/paycheck.cfm
· Dave Ramsey, a financial education expert, has free resources available for use by teachers on his website. He also has a full curriculum known as "Foundations of Personal Finance"  available for purchase. This curriculum introduces students to the very powerful idea that they do not need to use credit for any purchases other than their residence! This link goes to the homepage:

 http://www.daveramsey.com/home/
· The following link goes to the Federal Reserve Education website's credit page which contains several resources that teachers might find useful. http://www.federalreserveeducation.org/resources/topics/credit.cfm
· This link goes to the website that is used by consumers to order a free credit report: https://www.annualcreditreport.com/cra/index.jsp 
· Prezi presentations: http://prezi.com/
·  The following link is to a PBS Frontline video called The Secret History of the Credit Card. This video can be streamed for free from the website.     http://www.pbs.org/wgbh/pages/frontline/teach/credit/
Materials & Equipment: 
•
Computer with Internet access 

· If doing the Candy Bar Madness activity, the teacher will need to purchase the following candy:

Payday candy bars, Smarties, Dum Dums, Jaw Breakers and Milk Duds.
· The movie Maxed Out can be rented from Amazon.com and shown via a computer for as low as $2.99 or can be purchased as a DVD for $9.99. Other sources for purchase of the movie are also available.
21st Century Technology Used: 
	x
	Slide Show Software
	
	Graphing Software
	
	Audio File(s)

	
	Interactive Whiteboard
	x
	Calculator
	x
	Graphic Organizer

	
	Student Response System
	
	Desktop Publishing 
	
	Image File(s)

	
	Web Design Software
	
	Blog
	x
	Video

	
	Animation Software
	
	Wiki
	
	Electronic Game or Puzzle Maker

	
	Email
	x
	Website
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