	Junior and Senior level Ag Bus.


Colorado Agriscience Curriculum

	Section:
	Advanced Agribusiness 

	Unit:
	Personal Financial Planning

	Lesson Title:
	Credit Cards

	Colorado Ag Education Standards and Competencies
	AGB11/12.03 - The student will be able to formulate and analyze financial records and use the information for evaluation and planning.

Understand credit risks.

Understand sources of credit.

Calculate cost of credit.



	Colorado Model Content  Standard(s):
	Math Standard 1:  Students develop number sense and use numbers and number relationships in problem-solving situations and communicate the reasoning used in solving these problems.

Math Standard 6:  Students link concepts and procedures as they develop and use computational techniques, including estimation, mental arithmetic, paper-and-pencil, calculators, and computers, in problem-solving situations and communicate the reasoning used in solving these problems.

English Standard 1:  Students read and understand a variety of materials.

English Standard 4:  Students apply thinking skills to their reading, writing, speaking, listening, and viewing

English Standard 5:  Students read to locate, select, and make use of relevant information 

from a variety of media, reference, and technological sources.



	Student Learning Objectives:
	1. The student will demonstrate how credit card interest works with 100% accuracy.

2. The student will list three reasons why credit cards are beneficial.

	Time:
	50 minutes

	Resource(s):
	www.Bankrate.com, http://money.howstuffworks.com/credit-debit-channel.htm

	Instructions, Tools, Equipment, and Supplies:
	Italicized words are instructions to the teacher; normal style text is suggested           script.

Computer, Internet, Handout below

	Interest Approach:
	When I say go you will have 5 minutes create a list of some of the things that you are going to want to purchase in the next year.  Go!  If necessary lead them into a car of their own, concert tickets, clothes, vacation, tires, oil changes etc.  As we go around the room say one of the things that you put on your list as I record them on the board.  If someone else has already said it just cross it off your list.  Once you get done recording the list Say – There are so many things for us to spend our money on!  Where do we get the money for all of the things that you want and need?  Give an Opportunity for answers and then say.  If you listen to television ads, banks and credit card companies, the answer is CHARGE IT.  (Use call back moment)  The answer is what?  According to those trying to get you to use them they are the perfect answer to get what you want, when you want it, instead of waiting and saving until you can afford it.  But as you well know, there is always a catch.  When I say money we are going to move to the computers (could use just one with an LCD projector if you do not have access for everyone) open up a worksheet and perform a few exercises to show you the true cost of using credit cards.  You will need a writing utensil and the worksheet that I will give you in the lab.  Any Questions?  Money!

	Objective 1:
	The student will demonstrate how credit card interest works with 100% accuracy.

This project is designed to give you the information necessary to be a wise user of credit cards and demonstrate why you need to avoid credit card debt at all cost. 
Open the Excel file titled Credit Cards and direct students to do the same.  The worksheet titled compound interest should be the active one.  If it isn’t just have them click on that one to make it active. 
 Let’s fast forward a year or two.  You are living on your own, have your own apartment, and decide you really, really want a plasma TV, complete with a digital sound system. You decide to purchase a system that costs $3,500. Now we know exactly what the system will cost you if you pay the full balance by the due date. But not many people can do that with big items. So you decide to buy the system using a credit card, paying the balance off over a period of time. Let’s walk through several scenarios that will show you what it really costs to buy the system. You purchase the system using MasterCard, a bank issued credit card. The terms of this card are that if you do not pay the balance in full by the next due date, you will be charged interest at an annual rate of 19.90%, compounded monthly. Let’s do that now.

· By clicking on cell C2, that cell is made active. Type in the principal, or balance, of the amount owed, which for our lesson is $3,500. (Type in 3500 without formatting for dollars.)
· Next, click on cell D3, and enter the percent value used to calculate the minimum payment amount. The minimum payment for most credit cards is anywhere from 1.67% to 3% of the balance. Let’s start by using 2%. We will enter to this cell: 2%
· The table calculates the minimum payment and breaks down the amount applied to interest and the amount applied to principal. The information in the box to the right of the table shows the effects – how long it takes to pay the balance and what the total payments would be, assuming that NO OTHER PURCHASES ARE MADE DURING THE PAYOFF PERIOD.
Now, let’s assume that you decide to make a 3% minimum payment, rather than 2%. Let’s change the value in cell D3 to 3%.
• How much does the payment go up? 
• How much do you save on interest? 
• How does the time required to pay off the debt compare to making 2% minimum payments?

Now it is your turn.  I am going to handout a worksheet to you.  Use the information on the worksheet to change the principal amount in cell C2 and change the minimum payment percent value in cell D3 and answer the questions on the worksheet.  

Once they have answered all the questions start a class discussion and drive home the point about how much a small change can make. 

	Objective 2:
	If a $3500 purchase can get you in so much trouble then why would anybody want to use a credit card?  Pause for answers.  Well there are a few reasons credit cards are very handy to have. Use a Me, you, us moment to let them discuss why they might be useful.  We are going to compile a list of answers and then we will vote on them as a class to see if the majority believes it is a good reason to have a credit card.  Possible answers might include: convenience, on line shopping, rental cars, typically liability is limited to $50 if lost or stolen, airline miles or other rewards.

	Review/Summary:
	For review today we are going to make a poster for each person that will explain         your plan for using a credit card in the future.  Each person needs to put together            a poster that will talk about how you will use a credit card in the future based on            the information you have learned today.  Be sure to be creative and make sure            that your poster is understandable.

	Application--Extended Classroom Activity:
	Have each student go home and ask their parents about their credit card usage.         This is a great time for them to get a real life perspective on how people use             credit cards.

	Application--FFA Activity:
	Take your students to the local farm equipment store and have them look into the         cost of putting their purchases on their credit card.  How will that affect them in              the long run as far as their financial situation?

	Application--SAE Activity:
	Have them talk about purchasing items for their SAE through the use of a credit          card.  How does that affect them financially?

	Evaluation:
	Use the worksheet that they have completed to be their evaluation.

	Evaluation Answer Key:
	See below.


What is the true cost of using Credit Cards?

Student Worksheet 

Student Name: ________________________Date: _______________________

1. Using the provided Excel Worksheet Credit Cards and Compound Interest, key in the appropriate values to the cells indicated on the worksheet with the tab labeled Compound Interest. Begin with a principal balance of $1,000 in cell C2; change the minimum payment percentage in cell D3 as listed on the chart below. Record the results of the worksheet to the table below. 

To change the contents of cell D3, click on the cell, and edit the value 1.67% (where the payment amount is 1.67% of the balance). Continue to change the value for each of the percentages indicated in the Minimum Payment as Percentage column below. 

2. Respond to the questions on the back of this worksheet. 

	Principal Balance
	Minimum

Payment as Percentage of Balance Owed
	Starting Monthly

Payment

Amount
	Number of Years to Pay in Full
	Total Amount

To be

Repaid

	
	1.67%
	
	
	

	$1,000.00
	2.00%
	
	
	

	
	3.00%
	
	
	

	
	1.67%
	
	
	

	$3,500.00
	2.00%
	
	
	

	
	3.00%
	
	
	

	
	1.67%
	
	
	

	$5000.00
	2.00%
	
	
	

	
	3.00%
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Using your results in calculating various payments for a purchase of $1,000, answer the following: 

3. What is the difference in monthly payments when paying 1.67% versus 3% of the monthly balance? 

4. What is the difference in the number of years to pay the balance off? 

5. What is the difference in the total amount of interest paid? 

6. Based on what you have learned, create a credit card rule for your own life to minimize or limit your interest costs. 

7. What conclusions have you drawn from this exercise? 

Teachers KEY

2. Respond to the questions on the back of this worksheet. 

	Principal Balance
	Minimum

Payment as Percentage of Balance Owed
	Starting Monthly

Payment

Amount
	Number of Years to Pay in Full
	Total Amount

To be

Repaid

	
	1.67%
	$16.7
	26
	$4784.22

	$1,000.00
	2.00%
	$20.00
	14
	$2686.51

	
	3.00%
	$30
	8
	$1770.14

	
	1.67%
	$58.45
	82.67
	$38906.31

	$3,500.00
	2.00%
	$70
	39
	$14685.96

	
	3.00%
	$105
	15.33
	$7067.22

	
	1.67%
	$83.50
	82.67
	$55580.44

	$5000.00
	2.00%
	$100
	46.17
	$21894.61

	
	3.00%
	$150
	17.42
	$10243.72


Using your results in calculating various payments for a purchase of $1,000, answer the following: 

3. What is the difference in monthly payments when paying 1.67% versus 3% of the monthly balance? 
$13.30
4. What is the difference in the number of years to pay the balance off? 
18

5. What is the difference in the total amount of interest paid? 

$3014.08

6. Based on what you have learned, create a credit card rule for your own life to minimize or limit your interest costs. 

Various Answers

7. What conclusions have you drawn from this exercise? Various answers
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