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 C1 

Credit Profile 

What Is Credit? 

  

Duration  20-40 minutes 

Lesson Overview  In this lesson, students will develop an understanding of credit. 
Students will learn how credit functions for making purchases, what 
finance charges are, and why credit is needed in one’s financial life. 

Big Idea  Your credit history is graded and maintained by credit bureaus.  
 There are organizations that review your credit report. 
 Your credit history impacts your personal finances. 
 There are benefits to having positive credit history. 

Essential Questions At the end of the lesson students should be able to answer the 
following: 
 Why is credit important? 
 What is an interest rate? 
 Why do you pay interest on your purchases with a credit card? 
 How can you have a credit card and not pay finance or interest 

charges? 

Skills  Recognize the advantages and disadvantages of using credit. 

Vocabulary  Interest rate — rate charged for borrowing money from a lender, 
usually calculated as a percentage of your total balance owed. 

 Interest — the fee charged by a lender for borrowing money. The 
amount is usually determined based on an interest rate. 

 Lender — a company, organization, or person that lends money to 
a consumer. 

 Grace period — the time a lender allows between a purchase and 
payment during which they do not charge any interest. A typical 
grace period is 30 days. 

 Opportunity cost — the cost incurred by taking one action over 
another. 
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What Is Credit? 

Anticipatory Set  

Ask students to answer this question in their Student Guide: 
Do you think people are more likely to buy something they do not need when they use a 
credit card? 
Make sure students explain why they believe their answers. Once students are finished, 
have them share their answers and facilitate discussion. 
Tell students, “In this lesson, we will discuss how (when you use credit) it adds up to less 
money in the bank. However, if you choose to pay the money you borrow back within 
the grace period, using credit can have benefits. 

Lesson Explanation 

Ask the students what the difference is between buying something with a debit card and 
buying something with a credit card. Listen to their responses, then provide the 
following explanations. 

• A credit card is a system the bank (or lender) sets up to lend you money to 
pay for a purchase. The lender charges you interest on credit purchases – 
interest is an amount of money on top of the cost of the item. The longer you 
take to pay off the item, the more interest you will pay to the lender. 

• Make sure students understand that when they use a credit card for a 
purchase, they will pay the lender interest on the purchase until they pay off 
the item. Explain that this is how the lender makes money.  

• Tell students that to avoid interest accrual they must pay off the purchase in 
full each month or, at least, as soon as possible. 

• As an alternative to using credit, they can save up for purchases and pay with 
cash.   

• Point out the benefits and drawbacks of using credit when a person has good 
versus bad credit, as well as the benefits of using cash savings. 
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Credit Profile 

Good Credit Bad Credit 

Purchases  $1,000 Purchases  $1,000 
Interest rate 7% Interest rate 27% 
Monthly payment $10.28 Monthly payment $23.45 
Years to pay in full 12 Years to pay in full 12 
Interest paid $480.87 Interest paid $2,377.10 
Actual Cost $1,480.87 Actual Cost $3,377.10 

 

Making Purchase in the Future with Savings Making Purchase Now with Savings 

Purchases $1,000 Purchases $1,000 
Amount saved each month $125 Amount saved each month $125 
Months to save $1,000 8 Months to save $1,000 8 
Interest earned on savings $30 Savings interest forgone $30 
Actual Cost $970 Actual Cost $1,030 

 

By spending money now and not investing it in savings, the students have incurred an 
opportunity cost— the cost of taking one action over another. Although the purchase 
will still only cost $1,000, they have lost or “spent” an extra $30 by purchasing now by 
not investing that money. So why do people have credit cards? 

Explain that credit cards can be an excellent tool to help you build your credit rating.   

Emphasize the importance of paying credit cards back in full the same month. By using a 
credit card and paying it off in full, they will build credit without incurring any interest 
expenses. Essentially, they’ll be building their credit rating for free. 

WARNING: Before obtaining any credit cards make sure you have at least six 
months of your bills saved, a working budget, and the ability to control spending. 
Also be sure to commit to yourself to paying back the balance in full each month.  
Only by doing so can you build your credit rating and avoid paying interest. Many 
individuals and couples slowly increase their credit card debt over months only 
to realize years later that the amount has grown to a difficult-to-manage 
amount; they end up wasting hundreds of dollars on interest. 
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What Is Credit? 

Lesson Activity: What’s the Best Payment Option? 

Explain to students that they will participate in an exercise and complete the activity in 
their Student Guide individually or in small groups.  

• Have students look at the items in the grid and determine the best method for 
purchasing the items.  

• Choices are save money over time; buy now with cash, or by now with credit.  

• Instruct students to check the column under the option they believe is best.  

• Remind them to be sure to be able to defend their reasoning.  

Item Cost 
Save 

money 
over time 

Buy now 
with cash 

Buy now 
with 

credit 
New computer $800    

New clothes for summer $500    

Birthday present for a friend $100    

Brakes for your car $250    

New TV for your room $475    

Extra money you have: $400    

Amount of credit: $1,000    

 

Once the activity is complete talk about their choices. Ask them to provide their 
reasoning for why it is the best option. Challenge their reasoning to determine if there 
are equally viable options. Encourage students to reflect upon their answers and add 
suggestions. Remind them that they want to carefully build their credit over time, so 
using credit for purchases on some level is okay.  
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Credit Profile 

Lesson Activity: Credit versus Cash  

Present the video titled C1 - Tyler Christopher. Direct participants to the Credit versus 
Cash Activity in the Student Guide, and give them approximately five minutes to answer 
the questions. 

Tyler Christopher is best known for his role as Nikolas Cassadine on the ABC 
daytime drama General Hospital, a character which he originated in 1996 and 
played off-and-on until 2011. He was nominated for a Daytime Emmy for the 
role in 1998, 2005, and 2006. Tyler currently plays on the TV show The Lying 
Game. Follow Tyler on Twitter at @Tyler2929. 

• Did Tyler Christopher really need the purchases he made with the credit 
card? Why or why not?  
Answer: No, he used the credit card to go out and party. 

• How could Tyler Christopher have used his credit card to build his credit in 
college rather than ruin it?  
Answer: Making small purchases each month and paying the credit card in 
full can help a college student build credit without having to make expensive 
interest payments. 

• How did Tyler’s choices about credit hurt him in the future? 
Answer: When he needed to buy a car, he had to have his dad co-sign for 
him. As an adult, it was embarrassing for him to require his dad’s help. 

When the participants are finished, allow each participant time to share a few responses 
with the whole group. 

Supplement the preceding discussion by presenting the following key concept: 
• By using a credit card and paying it off in full, you will build credit without 

incurring any interest expenses.  

• Essentially, you will be building your credit rating for free.” 
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What Is Credit? 

Lesson Activity: Apply for Your Credit Card 

Have students visit www.StudentExperienceCard.com and complete the questions in 
their Student Guide.  

Do not mention this fact to students, but www.StudentExperienceCard.com is a fake 
credit card application website. It has extremely unfavorable terms for the applicant, 
but has large alluring offers for “bonus cash”.  
The terms that should have caught their eye are: 

• 99% APR interest rate. 
• The ability to go over the initial $500 credit limit resulting in a 2% penalty of the 

entire balance if the balance exceeds the limit. 
• Their financial information can be sold to anyone without consideration of 

negative financial impacts on the card holder. 
• The automatic bill pay option charges $295 per year. The “$100 bonus cash” is 

automatically used to pay part of the first year’s subscription fee. Applicants are 
automatically registered for this service upon application. 

• For the first 24 months, the card can only be used to pay for the subscription fee 
and any other fees associated for the card. It cannot be used for anything else 
until the 24 month probationary period is over. 

Once the students complete their activity, facilitate a short discussion on the 
importance of reading the terms and conditions before applying for a credit card.  
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Credit Profile 

Lesson Questions: 

1. Which of the following is the correct definition of “interest”? 
a. The time a lender allows between a purchase and payment due. 
b. The fee charged by a lender for borrowing money. 
c. The rate associated with stock investments. 
d. The amount a person can purchase. 

1. Making a purchase now with money that could have been saved and built 
interest is an example of  

a. A credit card purchase. 
b. A debit card purchase. 
c. Opportunity cost. 
d. Good credit.  

2. What is credit? 
a. An arrangement for future payment of a loan or purchase. 
b. Purchasing an item with cash. 
c. Purchasing an item with an EFT from your bank account.  
d. None of the above. 

 

 

 

Lesson Review 
 

 Ask the class, “How does this lesson make you think about credit 
and how to use it?” 

 Instruct students to complete the Essential Questions in the 
Student Guide. 

Closing Activity/ 
Remarks 

 Discuss students’ answers to the Essential Questions 
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Risk Management & Insurance 

Parts of Insurance 

Anticipatory Set 

Direct students to the Warm-Up Activity in the Student Guide, and have them answer the 
questions. 

• What type of bill is the leading cause of bankruptcy?  
Answer: Medical bills 

• How could this type of bill be avoided? 

Discuss how medical bills could be avoided and how medical insurance plays a role in answering 
this question. 

Lesson Explanation: The Importance of Insurance 

Ask the class, “Why is it important to have insurance? What kinds of insurance is it important to 
have?” Discuss their answers.  

Explain that they are going to learn extensively about health insurance, automobile insurance, 
and renter’s insurance. Before getting into those in detail, provide students with a brief 
definition for each of the following types of insurance, some of which will be important once 
they own properties and/or become established in a career.  

Level / Duration 6th Grade / 40 minutes 

Lesson Overview  Determining what types of insurance one needs will be taught, as 
well as an overview of the various types of insurance. 

Big Idea  Extended warranties, insurance, protection, and coverage are all 
similar. 

Essential Questions At the end of the lesson, students should be able to answer the 
following: 
 What types of insurance are there? 
 What types of insurance do I need to obtain? 

Skills  Students will be able to provide examples of how extended 
warranties, insurance, protection, and coverage are similar. 

Vocabulary  Extended warranties 



       

5     

Parts of Insurance 

AR-2 

• Property Insurance covers any properties that you own. 

• Umbrella Policies provide additional coverage on insurance policies you have 
— and additional protection to cover accidents and other issues that 
medical, property, and auto insurance policies don’t cover.  

• Life Insurance provides your loved ones with coverage in case of your death.  

• Wills and trusts are not insurance per se but will help your family avoid 
probate if you pass away. Wills or trusts are not necessary until you own 
things of value, but they are important to put in place once you start to 
acquire assets.  

Insurance protects your financial future by reducing your risk. Without insurance, if you have an 
accident or health problems, you may end up paying a large bill, and that may have a negative 
effect on your credit. In today’s age, it is incredibly important to have automobile and health 
insurance. Explain the following facts around the different types of necessary insurance. 

Lesson Explanation: Health Insurance 

Paying health insurance premiums might seem like a waste of money, especially for healthy 
people. However, having health insurance will protect you from sky-high medical bills if you get 
injured or experience a sudden illness.  It’s tempting to think, “I’m young and I never get sick,” 
and not to sign up for health insurance if you have to pay. Don’t make this bad decision. You 
may be young, but you can break your leg snowboarding just as easily as anyone else. Any 
catastrophic accident or illness could lead to bankruptcy if you don’t have insurance.  

These catastrophes happen to many people every year. Don’t be one of the 47 million 
uninsured Americans who play Russian roulette with their health and finances. Many employers 
provide health insurance and only have a certain amount of the insurance premium will be 
deducted from your paycheck.  

Health insurance is a form of risk management that protects people against unpredictable 
health losses.  

An insurance policy is a contract between an individual and an insurance company that 
transfers the risk of such a loss—for a fee—from the individual to the insurance company.  

Not all policies are the same. You need to review and understand your policies. Here are the 
most important aspects to consider: 

• Doctor and medical facility availability — Make sure the doctors, hospitals, and medical 
groups you want to use are contracted with the insurance company. 
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Risk Management & Insurance 
• Premium (monthly cost) — The monthly fee, which is paid by the individual, should be 

affordable and you should be able to maintain that premium over a period of time 
within your budget. 

• Deductible — The amount that the policyholder must pay out-of-pocket before the 
health insurance plan pays its share. 

• Co-payment — The amount that the insured must pay before the health plan pays. This 
is a lot like a deductible, but is applied to individual services, which are usually waived 
from the deductible (except for prescription drugs). 

• Exclusions — Not all services are covered in some plans. A lot of new plans have no 
coverage for maternity expenses or brand-name prescription drugs. These exclusions 
can lower premiums. 

• Out-of-pocket maximums — The amount where the policyholder’s obligation under 
coinsurance ends; after the insured has paid this amount, the insurance company pays 
100% of costs.  

Health insurance policies can be very confusing. The best choice is to find an insurance agent 
who specializes in health care coverage and meet with the agent to review the details. 
Insurance plans are no more expensive when you go through an agent than when you purchase 
direct  

Lesson Explanation: Auto Insurance 

With all the expensive cars on the road today, even a little fender bender without insurance can 
result in being forced to make payments to the court for many years to come.  

Purchasing and maintaining car insurance is vital. Without it, you take a huge amount of risk to 
yourself, to others, and to your future finances. Say you get in an accident without car 
insurance and you cause $80,000 in damages and medical costs. The courts will probably 
determine that you are responsible to pay that entire amount of money.  

The court can garnish your wages (automatically take your pay) to repay the money you owe. 
Your income will be severely stifled for many years to come.  

Shopping for insurance takes time, but you can obtain quotes fast on the Internet. However, 
make sure to read the policies and special provisions carefully to make sure you are evaluating 
comparable insurance packages. 

Bottom line: Younger Americans pay higher insurance costs than older people.  
Why? It’s a fact: Teenage drivers cause a lot of accidents. In fact, the number one killer of teens 
does not have a trigger or a plunger – it has a steering wheel.  
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To help lower auto insurance costs, students should consider the following:  
• Good driver discounts  
• Good grades 
• Good Car  

Lesson Explanation: Renter’s Insurance 

Renter’s insurance is relatively inexpensive, and can protect you in the event of theft or fire. 
Take an inventory of your possessions and what it would cost to replace them. If your 
belongings consist of an old couch and some clothes, you probably won’t want the added 
expense of renter’s insurance.  

On the other hand, if you have designer clothes, computers, furniture, and other valuables that 
would cost a lot to replace, look into renter’s insurance.  

Explain that the challenge is making sure you have enough medical and automobile insurance 
to protect you in case of an unexpected event. Contact the companies that carry your current 
insurance policies, plus two other companies. Ask a lot of questions and take good notes. 
Consult with a trusted, knowledgeable friend who can help you sort through the information. 
Either decide to keep your policies the same, or make changes to add better protection.  

Lesson Activity: What’s That Insurance? 

Direct students to the What’s That Insurance Activity in the Student Guide. Instruct students to 
create their own definition for each of the following types of insurance.  

1. Health (medical)  
2. Automobile  
3. Renter’s  

Encourage the students to be creative and have fun with the definitions.  

Once the definitions are complete, have each student share one with the class. Have the class 
guess each type of insurance based on the fun definitions. 

  



 

 
AR-2 

Risk Management & Insurance 

Lesson Questions 

1. Which of the following can help your family with expenses after you pass away? 
a. Will 
b. Trust 
c. Life insurance 
d. All of these 

2. Which of the following types of insurance can help you replace damaged items? 
a. Renter’s insurance 
b. Health insurance 
c. Life insurance 

3. A co-payment is  
a. a payment wo people make at the same time. 
b. the amount that the insured must pay before the health plan pays. 
c. a payment no one has to make 
d. the part of insurance that the government pays 

 

 

 
 
 
 
 
 

 

 

Lesson Review  Instruct students to complete the Essential Questions in the 
Student Guide. 

Closing Activity/ 
Remarks 

 Discuss the answers to the Essential Questions. 
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