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Lesson 7
Credit and Debt
In this lesson, students are given an overview of issues related to credit, debt, and borrowing. Students learn about the true cost of credit, with a focus on interest rates, fees, and hidden costs. Students differentiate between the positive and negative effects of credit use and learn how they affect an individual’s credit report and FICO score. After learning about safe Internet research practices, students complete a web quest that will help them learn about financial information available online, including the sites of the three main credit-reporting agencies: Equifax, Experian, and TransUnion. 
Advance Preparation
In Class Period 3, students will need computers with Internet access for research (one student per computer).
This lesson is expected to take 4 class periods.
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Lesson Framework
Learning Objectives
Each student will:
Define debt and differentiate between good debt and bad debt*
Define credit and explain its purpose
Describe the positive and negative effects of credit use and the impact on credit histories and scores
*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 know that banks and financial institutions sometimes compete by offering credit at low introductory rates, which increase after a set period of time or when the borrower misses a payment or makes a late payment (National Standards for Financial Literacy 2013, Standard IV, Grade 12, Benchmark 2)
Students will learn that lenders make credit decisions based in part on consumer payment history. Students will also learn that credit bureaus record borrowers’ credit and payment histories and provide that information to lenders in credit reports (National Standards for Financial Literacy 2013, Standard IV, Grade 12, Benchmark 5)
Students will know that lenders can pay to receive a borrower’s credit score from a credit bureau. They will also know that a credit score is a number based on information in a credit report and that it assesses a person’s credit risk (National Standards for Financial Literacy 2013, Standard IV, Grade 12, Benchmark 6)
Students will know that in addition to assessing a person’s credit risk, credit reports and scores may be requested and used by employers in hiring decisions, landlords in deciding whether to rent apartments, and insurance companies in charging premiums (National Standards for Financial Literacy 2013, Standard IV, Grade 12, Benchmark 7)
Students will learn that failure to repay a loan has significant consequences for borrowers such as negative entries on their credit report, repossession of property (collateral), garnishment of wages, and the inability to obtain loans in the future (National Standards for Financial Literacy 2013, Standard IV, Grade 12, Benchmark 8)
Students will learn that people often apply for a mortgage to purchase a home and that a mortgage is a type of loan that is secured by real estate property as collateral (National Standards for Financial Literacy 2013, Standard IV, Grade 12, Benchmark 11)
Analyze factors that affect the choice of credit, the cost of credit, and the legal aspects of using credit (NBEA National Standards for Business Education 2013, Personal Finance VII, Using Credit) 
Assessment
	Assessment Product
	Means of Assessment

	Web quest on credit (Student Resource 7.3)
	Assessment Criteria: Web Quest (Teacher Resource 7.4)


Prerequisites
General familiarity with some basic concepts of finance (budgeting, spending, and saving) 
General knowledge of some common financial institutions such as banks, credit unions, insurance companies, and savings and loans
General familiarity with some of the basic products and services that are offered by financial institutions (loans, credit cards, financial planning services, savings accounts, checking accounts, and investment services)
Ability to distinguish among wealth, income, and cash flow
Instructional Materials 
Teacher Resources
Teacher Resource 7.1, Presentation and Notes: Credit and Debt (includes separate PowerPoint file)
Teacher Resource 7.2, Multi-Pass: Safe and Smart Internet Research (separate PowerPoint file)
Teacher Resource 7.3, Multi-Pass Instructions: Safe and Smart Internet Research
Teacher Resource 7.4, Assessment Criteria: Web Quest
Teacher Resource 7.5, Key Vocabulary: Credit and Debt 
Student Resources
Student Resource 7.1, Notes: Credit and Debt
Student Resource 7.2, Reading: Credit and Debt
Student Resource 7.3, Web Quest: Credit Reports and Credit Agencies
Equipment and Supplies
Blackboard, whiteboard, or chart paper
LCD projector and computer for PowerPoint presentation
Computers with Internet access for student research (one student per computer)
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Lesson Steps
	Step
	Min.
	Activity

	
	
	class period 1

	1
	10
	True or False: Young Adults and Money
Students begin to understand the serious impact of debt, money management, and credit on teens and young adults by considering a range of potentially true statements. 
Write the following statements on the board or chart paper:
One in three high school seniors have their own credit card.
On average, freshmen have $1,585 in credit card debt when they come to college.
Eighty-three percent of teens don’t know how to manage money. 
Eighty-six percent of teens say they want to learn how to manage money. 
Instruct students to individually consider the statements, deciding which ones are true and which ones are false. Next have students discuss their answers with their neighbor and compare and contrast their responses. Once students have shared their answers, explain to the class that all of the above statements are true. Mention that credit, debt, and borrowing have become a way of life for many people, including young adults, and that in this lesson they will explore these concepts in greater detail and gain awareness of how they can affect a person’s financial freedom. 

	2
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	40
	Presentation and Class Discussion: Credit and Debt
This activity provides students with a more in-depth understanding of credit and debt. 
To prepare, make notes to guide class discussion using Teacher Resource 7.1, Presentation Notes: Credit and Debt. Have Teacher Resource 7.1, Presentation: Credit and Debt (separate PowerPoint file), ready to show as a full-screen slideshow using an LCD projector.
Look over Student Resource 7.1, Notes: Credit and Debt, with the class. Explain that this note-taking organizer will help students identify the key information on each slide as they view the presentation.
Present the slideshow. Use the notes you prepared previously and the questions on the slides to encourage class discussion. 
This presentation is duplicated as Student Resource 7.2, Reading: Credit and Debt. 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 groups of three and have them compare their notes for completeness and accuracy. Invite each pair or triad to share their thoughts and questions.
Finally, point out to the class that credit and debt touch our lives in both positive and negative ways. Everyone—government, business, individuals—is affected by credit and debt in one way or another. In fact, for many individuals indebtedness has become a way of life. Explain that in the next class period students will investigate the true cost of credit and some of the dangers behind its use. 

	
	
	CLASS PERIOD 2

	3
	10
	Review: Credit and Credit Ratings
Students make connections between the information they learned in the last class period and the research they will do later in the lesson.
Ask students to look over their notes from the last class period to find the answer to this question:
Why is it so important to use credit wisely?
Students should be able to give several answers, including:
You can get into financial trouble if you take on too much debt.
A bad history of credit and debt can affect how much you pay in interest on future loans. People also look at your credit when you apply for some jobs and if you rent an apartment.
Explain that a person’s credit history shows up in his or her credit report. Tell students that later in this lesson they will be doing Internet research to learn more about credit reports and credit-reporting agencies. Before they do that, however, students will have an opportunity to learn or review some basics about doing accurate and safe Internet research.

	4
	40
	Multi-Pass: Safe and Smart Internet Research
Before beginning their Internet research, students review some concepts about safe use of the Internet in an active way that draws upon their prior knowledge.
Before beginning this activity, review Teacher Resource 7.2, Multi-Pass: Safe and Smart Internet Research. Add more tips or guidelines to the resource, depending on your students’ familiarity with Internet research. For advanced search tips, visit the following sites:
Seven Ways to Find What You Want on the Internet
Do an Advanced Search on Google
Also review Teacher Resource 7.3, Multi-Pass Instructions: Safe and Smart Internet Research. 
Print a copy of the slides in Notes view (so the notes text is visible on the printed copy). Post the slides around the room.
Tell students that the slides review some basics about how to do accurate research on the Internet and how to stay safe while on the Internet. Ask students to take their notebook and a pen or pencil and circulate through the room to view the posted slides. Use Teacher Resource 7.3, Multi-Pass Instructions: Safe and Smart Internet Research, to guide them through several viewings of the slides.
After students have completed the multi-pass activity, ask them to respond to the following statement:
I have learned something new about how to find accurate information on the Internet or how to be safe on the Internet.
Student should hold “thumbs-up” if they agree with the statement and “thumbs-down” if they disagree. Congratulate students on learning something new, and point out that even if they felt all this information was familiar, it is still helpful to review this type of information before doing Internet research. Let students know that in the next class period they will be doing a web quest on credit ratings and credit agencies.

	
	
	CLASS PERIOD 3

	5
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	50
	Web Quest: Credit Rating and Agencies
Students become aware of the importance of a credit report and how it can affect our financial goals. Students are introduced to the three main credit-reporting agencies. This activity also focuses on the following college and career skills:
Effectively using technology relevant to a profession
Utilizing time efficiently when managing complex tasks
Set students up with computers. Instruct students to use Student Resource 7.3, Web Quest: Credit Reports and Credit Agencies. Read through the resource with the class, making sure that students understand each question. Tell the class that they are about to research the topic of credit reports and credit-reporting agencies. Explain that credit reports can affect their lives in many different ways. Maintaining a positive credit report is critical for securing loans, applying for rental property, and even looking for a job! 
Instruct students to use their favorite Internet search engine (such as www.google.com, http://us.search.yahoo.com/, and/or www.ask.com) to research and answer the questions on the resource. Review the assessment criteria at the end of the resource and answer any questions students have about the criteria.
Point out that they will have only this class period to conduct their web quests, so they must work efficiently. 
As students work, circulate through the classroom to answer questions. Make sure to remind students that they need to record the source(s) of their information in the Source Box at the end of the resource.
When approximately 10 minutes remain in class, remind students to make note of their sources. Instruct them to start finishing up their work.
At the end of the class period, tell students they will take some time at the start of the next period to review what they learned from the web quest.
Collect Student Resource 7.3, Web Quest: Credit Reports and Credit Agencies. If time permits, assess them toward the end of the class period using Teacher Resource 7.4, Assessment Criteria: Web Quest, and return them to students at the end of the class period. If time does not permit a full assessment, make note of which students failed to complete the web quest assignment and plan to return the web quests at the start of the next class period.

	
	
	Class period 4

	6
	30
	Review: Web Quest
Students review what they learned during the web quest activity in the last class period.
If you did not already do so at the end of the last class period, return Student Resource 7.3, Web Quest: Credit Reports and Credit Agencies, to students. Put students into groups of three or four and ask them to compare their answers. Students may add to or change their answers as needed.
When groups have had time to review their answers, call on a volunteer from each group to share one of their answers with the class. Take time to clear up any misunderstandings.
If you have not already assessed students’ work, collect Student Resource 7.3 again and assess it using Teacher Resource 7.4, Assessment Criteria: Web Quest.
Emphasize that credit ratings, credit reports, and credit agencies can sometimes be confusing to everyone—even adults!—but it is important for students to work hard to understand these concepts if they are going to manage their money successfully in the future.

	7
	20
	3-2-1 Reflection
Students reflect on what they have learned in this lesson.
Ask students to write the following in their notebooks:
3 things they learned from this lesson
2 things they think they will use in their own lives, now or in the future
1 question they still have
Give students a few minutes to write down their thoughts. Then invite one or more volunteers to share the “3 things they learned,” the “2 things they will use,” or the “1 question.” Encourage other students to answer each other’s questions whenever possible.
Point out that credit and debt is an extremely important part of managing finances, whether your own finances or somebody else’s. If students choose a career in the finance industry, they may be in a position where they need to advise people on choosing credit options or how to get out of debt. They may even be in a position where they can approve or disapprove people’s applications for credit. On a personal level, they are probably going to apply for credit at some point in their life, whether to buy a car, a house, go to school, or open a credit card account. Both personally and professionally, a good understanding of credit can help them achieve their future goals!


Extensions
Content Enrichment
Ask students to pair up and read Capital One’s credit FAQ sheet at http://www.capitalone.com/credit-cards/faq/. When students have finished reading, come together as a class. One by one, read aloud the questions at the top of the FAQ and ask students to alternate repeating the answers to their partners in their own words.
Have students compare cash and credit for purchases. Have students look through ads, catalogs, and so forth, and choose an expensive item that they would like to purchase (e.g., computer or television). Have them compute the total financial cost when paying cash vs. the total financial cost when using credit. 
Explain the significance of protecting your identity. Have students create brochures that highlight some of the steps that you can take to protect your identity.
Have students research someone who has gone into major debt due to credit card abuse and write a one-page double-spaced paper on how the situation might have been avoided.
Have students research organizations and/or companies that have entered the market with the sole purpose of offering personal finance training and/or advice in return for payment. Have groups explore whether there is a market solution for the lack of financial education in society. 
STEM Integration
Math: One reason credit cards may be considered a “bad” form of debt is that the interest rates are so high. Give students some insight into the effect of credit card interest rates by having them compare how much they would pay over time if they had to pay for college with a credit card. Give them this scenario: Shawna is going to the University of Florida next year. She will live and eat with her parents for free, but still needs to cover tuition which is $6,310 for Florida residents. Shawna could take out an advance on her credit to pay her tuition, or she could take out a student loan. Her credit card charges 15% interest, and she could get a student loan for 4.6% interest. Assuming that she pays the loan back over 5 years, how much would she ultimately pay for each type of loan? 
Math: Janelle and Michael want to invest in solar panels for their home because they believe that in the long run they’ll pay less in energy costs, and the panels will also make their home more valuable when they sell it. The cost of purchasing and installing the system is $28,000. Their state will directly subsidize 40% of the purchase. They can take out a loan for the rest at 7% interest, repaid over 10 years. Their current electricity bill averages $130/month. The solar panel installer estimates that they will be able to cut those costs by three-quarters each month. How long will it take for Janelle and Michael to earn their investment back in cost savings? 
Additional Cross-Curricular Ideas
Social Studies: Have students research the history of credit and debt. The following topics could be explored:
The Sumerians were the first recorded culture to develop the concept of interest. Have students research how interest was used and calculated by this group of people and present their findings to the class. 
Up until the mid-1800s you could get put in jail for failing to pay back your debts. By 1833, the practice of imprisonment for debts was eliminated at the federal level. Have students explore the type of debt that you still could be put in jail for today and present their findings to the class. For instance, fraud, child support evasion, and so on. 
Have students research debtors’ prisons such as Philadelphia County Prison (debtors’ wing); Debtors’ Prison in Accomack County, VA; and York County Gaol, York County, ME. Have students create posters highlighting details and dates specific to each prison.  
Have students write testimonies from the point of view of historical famous people who were placed in debtors’ prisons, such as Charles Goodyear and Robert Morris. Students should take on the role of the individual and explain the incarcerated person’s side of the story to the class. 
			


	1		NAF 2021
		



[bookmark: _Hlk78478797][bookmark: _Hlk78478798][bookmark: _Hlk78479050]Copyright ©. All rights reserved	1	NAF 2021
			


		
image1.jpeg
Unit 1 Unit 2 Unit 3 Unit 4 Unit 5

LessoN SniSp AR i U e 8 9 10 11 12 13 14 15 16

A




image2.jpg
Icons You May See in the Lesson

Includes video

You Includes

=

Students need

Students need

@

Qﬁ LCD projector

or similar clip UL YouTube video computers Internet
Students need | sy | Students need P/ Students need Printer Color printer
MS Word or E#X| MS Excel or & MS PowerPoint required required
similar similar or similar





image3.jpg




image4.jpg




image5.jpg
-y
_»-"
A.-V
1“\




image6.png
() OS




