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shopping for credit 

Credit card costs and features can vary greatly. This exercise will give you a chance to shop for and 
compare the costs and features of three credit cards. 

directions 
Using the attached form, research the costs and features of: 

■ Two major credit cards; and 
■ One credit card from a department store. 

When you’re done, answer the following questions. 

what did you find? 

1. Which credit card has the highest annual percentage rate and how much is it? 

2. What method is used to calculate the monthly finance charge for the first major credit card? 

3. When does the finance charge begin to accrue on the credit card from the local
department store? 

4. Do any of the cards have annual fees? If so, which one(s) and how much is the fee? 

5. Is there a transaction fee on any card? If so, how much is it? 

6. Is there a minimum finance charge on either of the major credit cards? If so, how much is it? 

7. Does the first major credit card charge a fee for late payments? If so, how much is it? 

8. What is the grace period on the credit card from the local department store? 

9. Rafael wants to buy a new CD player that costs $450. According to his budget, he can afford 
payments up to $62.00 per month. Which of the three credit cards you’ve found would you 
recommend that Rafael use to purchase the CD player? 

Why? 
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shopping for credit (continued)
 

use the following form to compare two or more credit cards: 

card one card two 

Type of account: 

Credit card 
Charge card 

Company name, 
address, phone 

Website 

Locations where 
card is accepted 

Annual fee (if any) 

Grace period 

Annual Percentage 
Rate (APR) 

Finance charge 
calculation method 

Credit limit 

Minimum payment 

Other fees: 

Late payment 

Other features 
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name: date: 

what does your statement tell you? 

A credit card statement provides information such as how and when you’ve used your credit card, 
how much you owe, how much interest you’re paying to use the card, how much your minimum
payment is, and how much credit you have left. 

Knowing how to read your credit card statement can also help you catch unauthorized charges
and/or billing errors. 

So, it can pay to know how to read the statement! 

directions 
Use the credit card statement below to answer these questions: 
1. What is the date of the statement? 

2. What is the Annual Percentage Rate (APR)? 

3. What is the corresponding periodic rate? 

4. What is the new balance? 

5. What was the previous balance? 

6. How many charges were made during the billing cycle? 

7. How many credits and payments were made during the billing cycle? 

8. Were there any charges for late payments? If so, how much were the charges? 

9. What is the total amount of the credit line? 

10. What is the total amount of available credit? 

11. What is the total amount of charges made during the current billing period? 

12. Was there a finance charge for the current billing cycle? If so, how much were the charges? 

13. What is the account number on the statement? 

14. Where should the payment be sent? 

15. What is the periodic rate for cash advances? 
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what does your statement tell you? (continued) 

SEND PAYMENT TO 
Box 1234 

Any Town, USA 
CREDIT CARD STATEMENT 

ACCOUNT NUMBER NAME STATEMENT DUE PAYMENT DUE DATE 
4125-239-412 John Doe 2/13/09 3/09/09 

CREDIT LINE CREDIT AVAILABLE NEW BALANCE MINIMUM PAYMENT DUE 
$1200.00 $1074.76 $125.24 $20.00 

REFERENCE SOLD POSTED ACTIVITY SINCE LAST STATEMENT AMOUNT 

463GE7382 1/25 PAYMENT THANK YOU -168.80 
32F349ER3 1/12 1/15 RECORD RECYCLER ANYTOWN, USA 14.83 
89102DIS2 1/13 1/15 BEEFORAMA REST ANYTOWN, USA 30.55 
NX34FJD32 1/18 1/18 GREAT ESCAPES BIG CITY, USA 27.50 
84RT3292A 1/20 1/21 DINO-GEL GASOLINE ANYTOWN, USA 12.26 
973DWS321 2/09 2/09 SHIRTS 'N SUCH TINYVILLE, USA 40.10 

Previous balance 
Purchases 
Cash Advances 

(+) 168.80 
(+) 125.24 
(+) 

Currrent Amount Due 
Amount Past Due 
Amount Over Credit Line 

125.24 

Payments 
Credits 
FINANCE CHARGES 
Late Charges 
NEW BALANCE 

(-) 168.80 
(-)
(+)
(+)
(=) 125.24 

Minimum Payment Due 20.00 

FINANCE CHARGE SUMMARY 
Periodic Rate 
Annual Percentage Rate 

PURCHASES 
1.65% 
19.80% 

ADVANCES 
0.54% 
6.48% 

For Customer Service Call: 
1-800-xxx-xxxx 
For Lost of Stolen Card, Call: 
1-800-xxx-xxxx 
24Hour Telephone Numbers 

Please make check or money order payable to Your First Bank. Include account number on front. 
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         name: date: 

how much does it really cost? 

directions 
Use the Cost of Credit calculator at practicalmoneyskills.com to answer the following questions. 

directions 
José wants to buy a stereo for $650 and pay for it using a credit card that has an 
Annual Percentage Rate of 19.85%. 

If José pays the minimum monthly payment of $21.45: 

1. How long will it take him to pay for the stereo? 

2. What is the total amount José will pay for the stereo? 

3. What is José’s total cost of using credit? 

If José makes monthly payments of $60: 

4. How many months will it take for José to pay off the stereo? 

5. What is the total amount José will pay for the stereo? 

6. What is José’s total cost of using credit? 

Patty took a cash advance of $1,500. Her new credit card charges an Annual Percentage Rate of 21%. The 
transaction fee for cash advances is 3% of the cash advance, with a maximum fee of $35. This fee is added 
to the total cash advance, and accrues interest. 

If Patty makes monthly payments of $65: 

7. How long will it take Patty to pay for the cash advance? 

8. What is the total amount Patty will end up paying for the cash advance? 

9. How much interest and fees will Patty pay? 

If Patty pays the cash advance back at a rate of $130 per month: 

10. How long will it take Patty to pay for the cash advance? 

11. What is the total amount Patty will end up paying for the cash advance? 

12. How much interest and fees will Patty pay? 
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how much does it really cost? (continued)
 

Marie just used her new credit card to buy a bike for $400. Her budget allows her to pay no more than 
$25 each month on her credit card. Marie has decided not to use the credit card again until the bike is 
paid off. The credit card she used has an Annual Percentage Rate of 21%. 

If Marie pays $25 each month on her credit card: 

13. How long will it take Marie to pay for the bike? 

14. What is the total amount Marie will end up paying for the bike? 

15. How much interest will Marie pay for using her credit card to buy the bike? 

If Marie pays the minimum payment of $14 each month: 

16. How long will it take Marie to pay for the bike? 

17. What is the total amount Marie will end up paying for the bike? 

18. How much interest will Marie pay for using her credit card to buy the bike? 

Gary has just used his credit card to buy a new watch. He got the watch on sale for $235. The regular price 
was $290. He used a credit card that has an Annual Percentage Rate of 20%. 

If Gary makes the minimum monthly payment each month of $10: 

19. How much will Gary end up paying for his new watch? 

20. How long will it take Gary to pay for his watch? 

21. What is the total amount of interest Gary will end up paying? 

If Gary pays $25 each month, instead of the minimum monthly payment of $10 each month: 

22. How much will Gary end up paying for his new watch? 

23. How long will it take Gary to pay for his watch? 

24. What is the total amount of interest Gary will end up paying? 
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name: date: 

how deep can they go? 

directions 
Read each of the following scenarios and determine if the purchase can be made and how the
decision will affect the credit load. 

Write your answers in the blanks provided. Use the space below each problem to show how you
arrived at your answer. (Use the other side of this paper if you need more room.) 

1. Nancy and Thomas have a combined monthly net income of $1,200. 
What is the most they can afford to pay for installment and credit card debt? 

2. Jessie has a monthly net income of $800. His fixed monthly expenses consist of $150 for rent. 
He currently pays $80 each month for a credit card bill, and now he wants to buy a car. 

What does Jessie have left in his budget for a car payment to stay within his safe debt load? 

3. Carla has a monthly net income of $450. She wants to buy a new bike and pay for it using a 
credit card. What is the largest monthly payment she can commit to making? 

4. Jorge has a monthly net income of $640. His fixed monthly expense consists of a rent payment 
of $120. (A) Right now, how much can he afford to borrow to stay within his safe debt load? 

He also has a car payment of $125 per month. Jorge wants to buy new tires for his car. The tires 
will cost him $40 each month on his credit card. 

(B) With his car payment and the new tires, will he still be within his safe debt load? 
(C) What percentage of his net income, after rent, will he now have committed to debt
 

payments?
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name:	 date: 

lesson eight quiz: credit cards 
true-false 

1.	 A proprietary credit card is usually accepted by one type of store or company. 

2.	 The average daily balance method of calculating interest is based on the opening 
balance of the account for the previous month. 

3.	 The annual fee for a credit card is set by the government. 

4.	 APR measures the interest rate charged by a credit card. 

5.	 If someone uses your lost or stolen credit card, you are liable for no more than $50. 

multiple choice 

6.	 A credit card issued through 8. Comparing the APR among several
a credit union would be an credit cards allows you to obtain the: 
example of a ________ card. 

A. lowest grace period 
A. bank 

B. lowest annual fee 
B. travel and entertainment 

C. lowest interest rate 
C. store 

D. least expensive method of 
D. proprietary	 calculating interest 

7.	 The grace period refers to 9. If a billing error occurs on a credit
the time:	 statement, a consumer has ____ days

to notify the creditor. 
A. taken to process a credit

card application	 A. 30 
B. for paying an account without B. 60
 an interest charge
 

C. 90C. allowed to notify a creditor of

a billing error D. 120
 

D. used for calculating interest 

case application 
Jack uses his credit card for almost all purchases. He charges gas purchases, clothing, food, and 
other living expenses. What is your opinion of this money management habit? 
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         name: date: 

operating costs of a motor vehicle 

model year 

make, size, model 

fixed costs 

Depreciation: Purchase price $ __________
 
divided by estimated life ______ years $
 

Annual interest on auto loan (if applicable) $ 

Annual insurance costs $ 

License, registration, taxes $ 

variable costs 

Gasoline: estimated miles per year __________
 
divided by ______ miles per gallon times

the average price of $______ per gallon $
 

Oil changes for the year $ 

Tires $ 

Maintenance, repairs $ 

Parking and tolls $ 

total costs $ 

divided by miles per year 

equals cost per mile $ 

part 2… 
Based on business visits, phone calls, advertisements, and the internet, obtain information for the
cost of (a) an oil change, (b) a tune-up, (c) new brakes, (d) tires. 
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name: date: 

warranties and service contracts
 

Find an example of a motor vehicle warranty and of a service contract. Then, answer the
following questions. 

1. What is the warranty for? 

2. What type of warranty is it (as-is, implied, dealer, manufacturer’s)? 

3. List the basic terms of the warranty. 

4. What is the service contract for? 

5. List the basic terms of the service contract. 
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shopping for a car loan 

Amount of Loan $ 

Financial 
institution 

APR 

Length 
of loan 

Monthly 
payment 

Total 
finance 
charge 

Total to 
be repaid 

directions 
Pretend that you have decided to purchase a new car. Select the model you would like
and find out what it costs. Then, shop around for the best car loan terms. Try several different
institutions, such as a bank, a credit union, and a private moneylender. 
When you have finished, look at your chart. Which loan would you take? What features make it
more appealing than the others? Which institutions offered the best rates, and why do you think
they did so? 
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name: date: 

shopping for insurance 

minimum coverage required by state 

Company 1 Company 2 

Agent Agent 
Address Address 
Phone Phone 

Amount of 
Coverage 

Premiums for 
Company 1 

Premiums for 
Company 2 

Bodily injury liability 

Property damage 

Personal injury protection
(no-fault insurance states) 

Uninsured motorist 

Other 

coverage you desire 

Amount of 
Coverage 

Premiums for 
Company 1 

Premiums for 
Company 2 

Bodily injury liability 

Medical 

Property damage 

Personal injury protection
(no-fault insurance states) 

Uninsured motorist 

Collision— $250 deductible 

Collision— $500 deductible 

Towing and labor 

Other 

which company best suits your needs? 
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name: date: 

how much would you spend? 

scenario 1 
Manuel wants to buy a car. But before he goes shopping, he wants to know exactly how much he
can afford to spend each month on owning, operating, and maintaining a car. 

Manuel’s net monthly income is $1,280. His fixed expenses are: 
■ $350 for rent 

His flexible monthly expenses are: 
■ $75 for savings 

■ $25 for utilities 

■ $185 for food 

■ $35 for transportation (bus fare) 

■ $150 for tuition and books 

■ $40 for entertainment 

■ $20 for personal items 

■ $29 for household items 

If Manuel gets a car, he expects to spend about $40 a month on gas and oil, and about $20 on
parking and bridge tolls. 

Manuel needs to have car insurance. He has shopped around and expects that a car insurance
premium for the type and year of car he wants will cost about $225 a month. 

directions 
Use the attached budget sheet and loan calculator (practicalmoneyskills.com/calculators) to
complete the following chart and answer the following questions. 
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how much would you spend? (continued)
 

car for $6,000 (Amount of loan: $6,000) 

APR: 10% APR: 12% 
Length of Loan: 60 months Length of Loan: 60 months 
Total Cost of Loan: Total Cost of Loan: 

Monthly Payment: Monthly Payment: 

Total Finance Charge: Total Finance Charge: 

APR: 14% APR: 16% 
Length of Loan: 60 months Length of Loan: 60 months 
Total Cost of Loan: Total Cost of Loan: 

Monthly Payment: Monthly Payment: 

Total Finance Charge: Total Finance Charge: 

car for $8,000 (Amount of loan: $8,000) 

APR: 10% APR: 12% 
Length of Loan: 60 months Length of Loan: 60 months 
Total Cost of Loan: Total Cost of Loan: 

Monthly Payment: Monthly Payment: 

Total Finance Charge: Total Finance Charge: 

APR: 14% APR: 16% 
Length of Loan: 60 months Length of Loan: 60 months 
Total Cost of Loan: Total Cost of Loan: 

Monthly Payment: Monthly Payment: 

Total Finance Charge: Total Finance Charge: 
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how much would you spend? (continued)
 

car for $10,000 (Amount of loan: $10,000) 

APR: 10% APR: 12% 
Length of Loan: 60 months Length of Loan: 60 months 
Total Cost of Loan: Total Cost of Loan: 

Monthly Payment: Monthly Payment: 

Total Finance Charge: Total Finance Charge: 

APR: 14% APR: 16% 
Length of Loan: 60 months Length of Loan: 60 months 
Total Cost of Loan: Total Cost of Loan: 

Monthly Payment: Monthly Payment: 

Total Finance Charge: Total Finance Charge: 

1. Which car can Manuel afford? 

2. What are the terms of the loan that would allow Manuel to buy a car and still stay within
his budget? 

3. Using the column “How You’d Do It” on Manuel’s budget worksheet, figure how you would set 
up a budget if you had Manuel’s income and expenses. 

4. What were the main differences between the budget you set up using Manuel’s income and 
expenses and the budget that was provided? 
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how much would you spend? (continued)
 

manuel’s budget 

income scenario how you'd do it difference 

Job #1 $ $ $ 
Job #2 $ $ $ 
Other $ $ $ 
Total Income $ $ $ 

fixed expenses 

Rent $ $ $ 
Car insurance $ $ $ 
Installment payments
Car loan payment 
Credit card 1 
Credit card 2 

$ 
$ 
$ 

$ 
$ 
$ 

$ 
$ 
$ 

Total installment debt $ $ $ 

Percentage of net income % % % 

flexible expenses 

Savings $ $ $ 
Utilities $ $ $ 
Food $ $ $ 
Transportation $ $ $ 
Bus fare $ $ $ 
Gas and oil $ $ $ 
Parking and tolls $ $ $ 
Repairs $ $ $ 
Tuition $ $ $ 
School expenses $ $ $ 
Clothing $ $ $ 
Entertainment $ $ $ 
Household items $ $ $ 
Personal items (toothpaste, etc.) $ $ $ 
Total Monthly Expenses $ $ $ 

Total income - total expenses $ $ $ 
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how much would you spend? (continued) 

scenario 2 
Rose is thinking about buying a car. She has $1,000 saved for a down payment. Before she goes
shopping, she wants to know how much she can afford to spend each month on a car. 
Rose brings home $926 each month from her first job, and $974 from her second job. 
Her fixed expenses include: 

■	 $250 for rent 
■	 $34 for a credit payment on some furniture she bought several months ago that has a total

outstanding balance of $540 

Her flexible monthly expenses are: 

■	 $100 for savings 
■	 $20 for telephone 
■	 $175 for food 
■	 $45 for transportation (bus fare) 
■	 $70 for tuition 
■	 $20 for school supplies 
■	 $40 for clothing 
■	 $40 for entertainment 
■	 $20 for household supplies 
■	 $29 for personal items 

If Rose gets a car, she expects to spend about $60 a month on gas and oil, and about $30 on
parking and bridge tolls. 
If Rose gets a car, she will need car insurance. She has done some research, and she expects her car
insurance premium to be about $175 a month. 

directions 
Using the attached budget sheet and the online calculator (practicalmoneyskills.com/calculators),
complete the following chart. 
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how much would you spend? (continued)
 

car for $4,000 (Amount of loan: $3,000) 

APR: 10% APR: 12% 
Length of Loan: 36 months Length of Loan: 36 months 
Total Cost of Loan: Total Cost of Loan: 

Monthly Payment: Monthly Payment: 

Total Finance Charge: Total Finance Charge: 

APR: 14% APR: 16% 
Length of Loan: 36 months Length of Loan: 36 months 
Total Cost of Loan: Total Cost of Loan: 

Monthly Payment: Monthly Payment: 

Total Finance Charge: Total Finance Charge: 

car for $6,000 (Amount of loan: $5,000) 

APR: 10% APR: 12% 
Length of Loan: 36 months Length of Loan: 36 months 
Total Cost of Loan: Total Cost of Loan: 

Monthly Payment: Monthly Payment: 

Total Finance Charge: Total Finance Charge: 

APR: 14% APR: 16% 
Length of Loan: 36 months Length of Loan: 36 months 
Total Cost of Loan: Total Cost of Loan: 

Monthly Payment: Monthly Payment: 

Total Finance Charge: Total Finance Charge: 

www.practicalmoneyskills.com cars and loans student activity 9-5f 

http:www.practicalmoneyskills.com


 

  

         

              

          

      

      

      

              

          

      

      

      

 

   

     

                
 

name: date: 

how much would you spend? (continued) 

car for $8,000 (Amount of loan: $7,000) 

APR: 10% APR: 12% 
Length of Loan: 36 months Length of Loan: 36 months 
Total Cost of Loan: Total Cost of Loan: 

Monthly Payment: Monthly Payment: 

Total Finance Charge: Total Finance Charge: 

APR: 14% APR: 16% 
Length of Loan: 36 months Length of Loan: 36 months 
Total Cost of Loan: Total Cost of Loan: 

Monthly Payment: Monthly Payment: 

Total Finance Charge: Total Finance Charge: 

5. Which car can Rose afford? 

6. What are the terms of the loan that would allow Rose to buy a car and still stay within
her budget? 

7. Using the column “How You’d Do It” on Rose’s budget worksheet, figure how you would set up 
a budget if you had Rose’s income and expenses. 

8. What were the main differences between the budget you set up using Rose’s income and 
expenses, and the budget that was provided? 
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how much would you spend? (continued)
 

rose’s budget 

income scenario how you'd do it difference 

Job #1 $ $ $ 
Job #2 $ $ $ 
Other $ $ $ 
Total Income $ $ $ 

fixed expenses 

Rent $ $ $ 
Car insurance $ $ $ 
Installment payments
Car loan payment 
Credit card 1 
Credit card 2 

$ 
$ 
$ 

$ 
$ 
$ 

$ 
$ 
$ 

Total installment debt $ $ $ 

Percentage of net income % % % 

flexible expenses 

Savings $ $ $ 
Utilities $ $ $ 
Food $ $ $ 
Transportation $ $ $ 
Bus fare $ $ $ 
Gas and oil $ $ $ 
Parking and tolls $ $ $ 
Repairs $ $ $ 
Tuition $ $ $ 
School expenses $ $ $ 
Clothing $ $ $ 
Entertainment $ $ $ 
Household items $ $ $ 
Personal items (toothpaste, etc.) $ $ $ 
Total Monthly Expenses $ $ $ 

Total income - total expenses $ $ $ 
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name:	 date: 

lesson nine quiz: cars and loans 
true-false 

1.	 Most used cars sold by private parties have a one-year warranty. 

2.	 A service contract is designed to avoid costly repairs as a motor vehicle gets older. 

3.	 The Truth-in-Lending law requires that a borrower be informed of the total
finance charge. 

4.	 Bodily-injury liability covers the damage to another person’s car for which you 
were at fault. 

5.	 Collision insurance covers damage caused to a motor vehicle by vandalism or floods. 

multiple choice 

6.	 The most reliable source for C. features of an extended warranty 
buying a used car is usually: D. reasons a person has been
A. a rental car company	 denied credit 

B. a police auction 9. The auto insurance coverage for
damage to your vehicle as a result of 

C. a car dealer an accident is called: 
D. private party sales A. property damage 

7.	 _______ warranty refers to the B. comprehensive 
fact that a product will do what
it is designed to do. C. liability 

A. An extended	 D. collision 

B. An implied 10. Doctor costs for injuries to others
resulting from an accident are coveredC. A dealer 
by _________ liability. 

D. An unexpired manufacturer's 
A. medical 

8.	 The Truth-in-Lending law requires B. collision 
that borrowers be informed of the: 

C. bodily injury 
A. amount financed 

D. comprehensive 
B. cost of auto insurance 

case application 
Angelina drives a seven-year-old car that recently needed $1,300 in repairs. Each day, she drives
46 miles to and from her job. What actions should she take to decide if she should
(1) keep this car, (2) buy a newer used car, or (3) buy a new car? 
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