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•	Credit History: information on a person about the 
number and types of credit accounts they have, how 
long the accounts have been open, the amounts owed 
on each account, the amount of available credit being 
used, whether bills are paid on time, the number of 
recent credit check inquiries, and information about 
bankruptcies, liens, judgments, and collections

•	Credit Rating: a ranking typically expressed as a number 
or letter, based on one’s credit history and used by 
financial institutions for loan and credit approval as well 
as determination of loan or credit terms

•	Credit Report: a report detailing an individual’s credit 
history used to determine creditworthiness

•	Debt Settlement: working with a for-profit company 
to negotiate a reduced debt amount and new payment 
terms with one’s creditors, for a fee

•	Down Payment: a portion of the purchase price of an 
item that is paid up front, while taking a loan for the 
remainder

•	FICO Score: a score (between 300 and 850) given to 
an individual based on payment history, current level 
of indebtedness, types of credit used, length of credit 
history, and new credit information, which is used to 
determine creditworthiness and risk

•	Fixed Interest Rate: interest rate that stays the same over 
the course of the loan

•	Grace Period: an amount of time in which no interest is 
charged or payments can be deferred on a loan

•	Identity Theft: stealing someone’s personal, identifying 
information and using it to make purchases or to get 
other benefits

•	Installment Loan: a loan where the principal and interest 
are repaid in equal payments at fixed intervals, usually 
monthly

•	Loan Sharks: individuals who charge exorbitant interest 
rates on loans

•	Loan: an amount of money borrowed and repaid with 
interest

•	Payday Loan: short-term, high-interest loan made using a 
future paycheck as collateral

•	Refinance: renegotiate a loan to achieve lower interest or 
fees, often through a new lender and based on increased 
equity or improved credit

•	Secured Credit Card: requires a cash deposit that 
becomes the credit line for that account and is returned 
when the account is closed

•	Statement: a summary of financial transactions which 
have occurred over a given period

•	Truth in Lending Act: requires lenders to explain how 
they compute loan charges and to list the loan’s annual 
percentage rate (APR); also gives the borrower three 
business days to opt out of the loan

•	Variable Interest Rate: interest rate that can change over 
the course of a loan

Teaching Strategies
1.	 Focus student attention by discussing the Did you know? 

factoid at the start of the chapter. Ask students what 
they know about credit scores and reports. 

• �Ask if they’ve ever lent money to a friend and not 
been paid back? Would they be more or less likely to 
lend something to that friend again? 

• �Explain that credit scores are a numbers-based way of 
establishing how likely someone is to pay back a debt 
on time. 

2.	 Advise students that there will be times in life when 
they will want or need to make purchases for which they 
do not have the cash. In these situations, they are left 
with few options other than taking a loan. Ask them 
to make a list of situations that might warrant a loan. 
Explain that to make informed decisions about taking a 
loan, students must have a thorough understanding of 
what it means to take a loan in terms of responsibility 
and financial obligations.

3.	 Use techniques such as student pair/share to discuss 
vocabulary terms and key concepts found in the chapter.

4.	 Have students complete the Debt and Credit activity 
one part at a time, pausing to review each part as a 
class before students move on to the next part. 

5.	 Discuss key concepts of the Loaded Down section of 
this chapter, including what students consider to be 
an overwhelming amount of debt, and the differences 
between credit counseling and debt settlement. You can 
list the pros and cons of each option on the board.

6.	 Have students complete the Managing Debt activity one 
section at a time, pausing to review each section as a 
class before students move on to the next one. 
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•	Which card would you pay off first and why? Card A 
because it has a higher interest rate.

OPTION 3
Now suppose that you receive a balance transfer offer from 
another credit card company that you can use to pay off 
both of your current credit cards. The terms are:	

•	Transfer fee of 3% or $25 for each transfer, whichever is 
higher

•	No interest for 9 months

•	After that, an annual interest rate of 9.99%

1.	 What would the transfer fee be for each card?  
Card A: $150; Card B: $210

2.	 What would be the balance on this new card be if you 
transfer the balances from both of your current cards 
plus the combined transfer fees? New balance: $12,360

3.	 If you continue to pay $800 per month toward paying 
off your credit card debt, how long will it take to pay off 
this new card? 16 months (After 9 months, the remaining 
balance will be $5,160. Have students use the credit card 
payoff calculator to determine how long it will take to pay 
off that debt at a rate of $800 per month.)

4.	 What is the total amount you would pay in interest and 
fees? $166.50 interest + $360 fees = $526.50

5.	 Comparing these three options, which do you think is 
the most financially responsible plan of action? Why?  
Option 3 would save you almost $500 in interest, assuming 
you continue to pay $800 per month and you don’t charge 
any new purchases.

PART 2: LOAN CONSOLIDATION
Now imagine that you have two loans in addition to the 
credit card debt described in Part 1. You pay $320 per month 
toward an auto loan, which has a current balance of $15,000 
and an interest rate of 7%. You also pay $100 per month 
toward a furniture purchase that you financed at an interest 
rate of 1.9%, which has an unpaid balance of $1,000.

1.	 What is your total debt, including credit card debt? 
$28,000

2.	 What are your total monthly debt payments, assuming 
that you chose Option 1 above to manage your credit 
card debt? $1,220

3.	 If your net monthly income is $4,000, what percentage 
of this income is going toward monthly debt payments? 
30.5%

You apply for a consolidation loan to help pay off your debt. 
The new loan, for $28,000, has an annual interest rate of 
6% and your new monthly payment is $350. Answer the 
questions below using the loan consolidation calculator 
at www.bankrate.com/calculators/credit-cards/credit- 
card-loan-consolidation-calculator.aspx.

4.	 How long will it take you to pay off the loan?  
102 months (8.5 years)

5.	 What is the total amount you will pay on the loan, 
including principal and interest?  
$35,846.64 (of which $7,846.64 will be interest)

6.	 How much less will you spend each month on debt 
payments? $1,220 - $350 = $870 less per month

7.	 Assume that you put this extra money each month into 
a retirement fund earning 5% interest per year. What 
is your investment by the time you pay off the loan? 
Use the calculator at www.investor.gov/additional-
resources/free-financial-planning-tools/compound-
interest-calculator to find out. $100,978.08 (assumes 
starting with an $870 intial investment)

8.	 Was the consolidation loan a smart financial decision? 
Why or why not? Answers will vary.
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•	Health Savings Account (HSA): a tax-advantaged account 
set up by individuals who are covered under high-
deductible health plans to save for medical expenses their 
health plans do not cover

•	High-Deductible Health Plan (HDHP): a health insurance 
plan with lower premiums and higher deductibles than 
a traditional health plan; currently (2019) defined by the 
Internal Revenue Service as any plan with a deductible 
of at least $1,350 for an individual or $2,700 for a family, 
with total yearly out-of-pocket expenses (including 
deductibles, copayments, and coinsurance) less than 
$6,650 for an individual or $13,300 for a family

•	Homeowner’s Insurance: protection from financial loss 
if a home is damaged or destroyed, a theft occurs, or the 
homeowner faces certain types of medical or liability 
claims

•	In-Network: healthcare providers who have a signed 
contract with an insurance company to provide services 
at a predetermined rate; insurers can negotiate lower 
costs in exchange for giving the healthcare provider a 
potentially greater number of customers 

•	Insurance: promised payment for specific future losses 
should they occur in exchange for a payment called a 
premium

•	Insurance Policy: a written contract between an insurer 
and a customer (the policyholder) describing the term of 
the insurance, what is covered, the cost of the premium, 
and the deductible amount

CHAPTER 5: Insurance Protection

•	Insurer: a company that pays to compensate the 
policyholder for losses or damages as described in an 
insurance policy as long as the premium is paid

•	Life Insurance: money paid to a designated beneficiary 
when the insured person dies

•	Marketplace: the federal website www.healthcare.gov 
where individuals and small businesses can shop for and 
purchase health insurance

•	Medicaid: a government-provided health insurance 
program for individuals with limited income and resources

•	Medicare: a government-provided health insurance 
program for individuals over age 65 and some younger 
people with disabilities

•	Out-of-Network: healthcare providers who have not 
signed a contract to charge negotiated rates with an 
insurance company

•	Out-of-Pocket Maximum: the maximum amount 
one must pay for medical expenses; costs above the 
maximum are covered by the health insurer

•	Policyholder: the owner(s) of an insurance policy

•	Premium: the periodic payment for an insurance policy

•	Renter’s Insurance: protects one from financial loss if 
personal property is damaged, destroyed, or stolen

•	Risk: the probability that something negative may happen
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CHAPTER 3: PURCHASING A CAR
Edmunds.com 
News articles, car buying information, and calculators 
www.edmunds.com  
www.edmunds.com/calculators/ 

Kelley Blue Book 
Provides news articles, model reviews, and pricing 
information 
www.kbb.com

CHAPTER 4: PURCHASING A HOME
Mortgage Professor 
Monthly Payment Formula 
www.mtgprofessor.com/formulas.htm

CHAPTER 5: INSURANCE PROTECTION
Life and Health Insurance Foundation for Education 
Find specific information about health and life insurance 
along with calculators for determining coverage and cost 
www.lifehappens.org

Insurance Information Institute 
Includes information about all types of insurance, a glossary 
of insurance terms, and important facts and statistics 
related to insurance 
www.iii.org/

APPENDIX:  
Online Resources 
Below you will find a list of additional resources related 
to the chapters in this book. These resources can be 
used to extend your understanding and study of the 
subjects in each section.

CHAPTER 1: BEGIN WITH A BUDGET
The Balance 
Tips and news relating to budgeting 
www.thebalance.com

Bankrate.com 
A variety of calculators and data used throughout 
the book 
www.Bankrate.com

CHAPTER 2: LOANS AND DEBT
Credit Reports 
The three major reporting agencies:  
www.equifax.com 
www.experian.com 
www.transunion.com 

Free annual reports are provided at 
www.annualcreditreport.com

Financial Industry Regulatory Authority 
Loan tools and other financial calculators 
www.finra.org/investors/tools

Credit Counseling 
National Foundation for Credit Counseling offers 
advice and resources to help with debt 
www.nfcc.org

Identity Theft 
Information on preventing identity theft from the 
Federal Trade Commission 
www.consumer.ftc.gov/features/feature-0014-
identity-theft




