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Materials

1. Marker or Chalk 

2. Chalkboard or Flip Chart 

3. Blank piece of white paper

4. Credit Card Vocabulary Sheet

5. Credit Report Answer Key

6. Student Materials Packets

 

Lesson Objectives

1. The student will be able to explain how banks and credit unions make profit 

from lending money and issuing credit cards. 

2. The student will be able to describe how credit card companies decide to give 

someone credit.

3. The student will be able to define the important terms associated with credit.

4. The student will be able to identify the parts of a Credit Report and what 

they mean. 

5. The student will be able to recognize the interest rate on a credit card offer.

Procedure

KWL (10 min.) 

1. If you worked for a credit card company what questions would you want to ask me before 

you gave me a credit card? Draw the following diagram on the board and write 

students answers under matching categories. (see example student answers)

Character Capacity Capital 

Have you paid back 

loans in the past when 

you said you would? 

How much do make? 

What expenses are you 

committed to? 

How much money do 

you have?  

What can we take from 

you if you don’t pay us 

back? 

Outline
1. KWL
2. Review
3. IEAL
4. Credit Card Ad
5. Fine Print 
6. Credit Report
7. APR
8. Three C’s of Credit
9. Credit Card Bill
10. Learned
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2. The class will begin a write and toss exercise.  Hand a blank piece of paper 

to the first student. The students will each take turns writing down one 

question they would ask me before they gave me a credit card. Then the 

next step is to have them crinkle up the paper and toss it across the room 

to another student.  The next student is to repeat the same process.

3. After a few students have written down responses the teacher should write 

each question under the appropriate heading on the board. 

4. These are the Three C’s of Credit (point to the category headings). My answers to 

these questions will determine how much interest I pay on my credit card or whether I get 

the card at all. If you are the credit card company you ask these questions because you 

want to minimize the chances of me not paying you back, or minimize your risk.

REVIEW (3 min.) 

5. Last class we did a class spending plan and we learned about the two major pieces of a 

spending plan, what are they? Income and Expenses

6. What was the process we went through to get our spending plan during the last class? 

First we looked at how much money we had coming in, then we looked at 

where we were spending. We put it all down on paper and then we looked 

at where we could cut back.

7. Keep in mind that this is the process you can always use, it is now part of your financial 

tool kit. 

IEAL (3 min.) 

8. Today the focus is on credit cards. If spending plans fall under the income and expenses 

boxes, where do you think credit cards would fit on our IEAL chart?   Draw this on 

the board…

 

     Income            Assets 

                                             Expenses               Liabilities  

 

9. Let students answer and record the correct answers on the chart. Your 

credit card balance would fall under liabilities, you credit card bill would fall 

under expenses. Be careful to define balance and payment, and explain that 

we will get a better understanding of them later.  

10. So charging money on a credit card would give you more income? NO, credit is not 

income. Credit is a loan. 
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CREDIT CARD ADVERTISEMENT (5 min.) 

11. Open the packets to the first page. What do you think this is? It is a credit card 

advertisement. 

12. What is the first number you notice? Zero 

13. What do the letters APR mean? They mean Annual Percentage Rate which 

is a complicated way of saying interest.

14. Write APR = INTEREST on the board

15. Last class we talked about earning interest on your savings and investment 

accounts. What does it mean to earn interest?  The credit union adds some money 

to your account for keeping your money there. 

16. This is the same idea except that when you borrow money on a credit card you pay

interest instead of getting it. 

17. We are going to go through the process of getting a credit card one step at a time together, 

that way you will know how it works when you get your own. 

18. Write the steps on the board as you go along.

19. ! You will get things like this sent to you 

when you get older but, generally speaking, the card you want to get will not usually find 

you. You will need to find it. Just like shopping for anything else, you need to go out and 

compare. Even though the advertisement says 0%, you want to ask yourself- for how long 

will this be the case? The interest rate can be changed at any time. That information is in 

the part you do want to pay attention to -- the fine print. 

Not the big zero on the advertisements, but the APR in the fine print. Customary APR 

is the regular interest rate, Default APR is what you pay if you miss a payment or 

make a late payment. Fee is a charge on your account for something.  

THE FINE PRINT (10 min.)

20. The fine print is on the next page. By law you must be informed about everything 

included in the fine print before you sign to get the card. I got this from the internet, 

which can be a good place to compare offers, but once you have chosen your card it is best 

to go to the credit union or bank and fill out the application in person. 

21. The fine print is hard to read and confusing and many times credit card companies put 

wording in there that allows them to change it all anyway. But let’s take a look and 
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define some of the terms. Notice that on the next page I have made the fine print into big

print for you. 

22. Shout out any of the words you want to and we will define them together. 

23. After defining the words together (using the Credit Vocabulary Sheet), go 

over some of the key things that you would find in a good credit card. 

24. Can the amount of interest that I am charged change? Yes

25. What APR would I pay if I was late on one payment? 32.4%

26. Can they change the terms of the card at any time? Yes

27. 

. You will usually find better deals with credit unions 

than with banks. Credit unions exist to serve their members not to make money, so that 

means they usually have better terms for loans of all kinds. The card we are looking at 

right now is from a bank and has some very bad terms. 

28. Take a quick look at  as a class, noting the information the 

credit card company collects and questioning why it might want that type 

of information. 

29. 

You need to know your credit limit so that you don’t go over it, 

and you need to know your interest rate because that is how much you will pay if you 

carry a balance over from month to month. If you report you card lost/stolen before 

anybody uses you card then you are not responsible to pay any charges they make. 

30. Step five is check your credit report once per year for free from 

Experian, Equifax, and Transunion at www.annualcreditreport.com.  

CREDIT REPORT (2 min.) 

31. So you send off the application and then what? How does the credit card company decide 

to give you a card? They check your credit report.

32. Each of you has a copy of my credit report in your packet and a copy of my application. 

You also have a sheet called et’s take a look at that.   

THREE C’S OF CREDIT (15 min.)

33. Take out the sheet in your packets labeled The Three C’s of Credit, I will call on 

one of you to give me a definition of each one. 

34. In the boxes at the bottom of the sheet I want you to list one way I can show you my 

character, capacity, and capital. For example one way to show my character 

would be to show the “open/never late” status of all of my accounts, one 
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way to show my capacity would be to show my pay stubs, and my bank 

statement would show my capital.

CREDIT CARD BILL (8 min)

35. Help students as needed then move on to the bill. 

36. Let’s imagine, I got approved for the credit card. The company will send me the card as 

soon as the approval is final.

37. As soon as you receive the card, the only thing that protects you from 

getting into debt is for you to follow the last three steps. 

38. For 

example if your credit limit is $1,000 don’t put more than $100-$300 on your card. 

39. 

40. 

41. If you follow these steps you will build good credit, and credit reports are becoming more

and more important. Landlords, employers, and even insurance companies are now 

checking them to find out about you, and if you look bad on a credit report it makes it 

harder to do or get a lot of things. If you can’t pay back everything in one month then at 

least never borrow more then 10% of the credit you have available. If your credit limit is 

$1,700 don’t borrow more than $170 at a time.  

42. Let’s take a look at my bill and see if I followed the rules.

43. How much do I owe on this card? $ 594.99

44. That is my new balance.

45. How much do I have to pay this month?

46. How much interest did I get charged?

47. That is labeled finance charge another fancy word for interest.

48. So if I only pay $15.00 how much am I actually paying on what I owe? $6.54

49. Did I pay off my whole balance last month?

50. Am I borrowing more then I can pay in one month?

51. How long will it take me to pay this off at $15.00 per month? 
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52. I would pay almost  in interest for $600 worth of stuff, for a total of almost 

53. That is the price you pay for not using credit wisely! 

LEARNED (3 min)

54. What have we learned about credit today?  

55. List responses under L on the board.

Note to instructor:

We have calculated this at 59 minutes of teaching time. This is the minimum, it can 

take much longer. Feel free to adjust time according to students’ needs. 
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This sheet is intended for the instructor. While we believe it is important for students 
to learn some of these terms, we did not do a vocabulary exercise for this lesson 

because we feel that understanding how credit cards work is more important than 
understanding all the jargon. In an interview on NPR Harvard law professor 

Elizabeth Warren was asked by Terry Gross “Do you read the fine print and check 
your APR?” “No” she answered “Why should I, they can change the terms anytime 

they want.”

 Creditor: The person or financial institution from whom you borrow money.

 Customary APR: The standard Annual Percentage Rate range for a 
company. 

 Cash Advance: Using your credit card to borrow cash, usually from an 
ATM.

 Variable: The rate can change for any reason. 
 
 Annual Fee: A yearly charge for certain credit cards.

 
 Creditworthiness: Your credit score based on your credit report, it has a big 

impact on the interest rate you pay. 
 
 Minimum Payment: The smallest amount you can pay per month and still 

avoid late charges
 
 Balance: The amount of money you owe on a credit card. 

 
 Credit Limit: The largest amount of money you can borrow on your card 

 
 Default Rate: The highest APR, charged on those who miss a payment on a 

card or pay late. 

 Finance Charge: A fancy phrase meaning interest and fees. 
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Name_________________                                                     Date________ 

             Explanation:
Credit unions, banks, and credit card companies look at three things when they decide if they 

are going to give you credit and they are…

Character: 
This is how a person has paid their bills in the past. Credit card companies find this information 
about you on your credit report.

                                                                   Capacity: 
This is how much you can afford to pay every month. Credit Card companies find this our by
looking at the application that you filled out. On it you had to write in how much you make in 
a year, and often what you have pay each month in rent, utilities, and other bills. They want to 
know that you have enough money left over to pay them each month. 

Capital:
This is what you own (assets) that could be sold to pay them back or money you have in a savings 
account that could be withdrawn to pay them back. 

Directions: 
Put at least one piece of evidence in each box to prove that I either should or shouldn’t be approved for a 

credit card.
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Name_________________                                              Date________
Directions 

We want you to think about the work that you put into this class today. Did you listen and
participate? Do you take part in the activities we worked on? How much do you think I  

should pay you for what you did today? Write out the check below for an amount between 
one and one hundred dollars depending on how much effort you think you put in today. 

 

Thomas Dellwo
6000 Euclid Street
Syracuse, NY 13210

                       104
 
Date______________________

PAY TO THE
ORDER OF___________________________________________ 
 
____________________________________________________________DOLLARS

Syracuse
Cooperative Federal 

 Credit Union 

Eastside Office 
723 Westcott Street Syracuse, NY 13210 

Southside Office 
401 South Avenue Syracuse, NY 13204 

For__________________________              Signature_________________________
 

 

$


