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L.eader Materials

Getting and Managing Credit

To help the learners understand how to get credit
and manage a credit card.

Pencils, several credit card offers from the mail (be
sure to tear off application), banks and credit union

sample credit reports from a credit bureau, and

video, “Your Credit Record: Keeping It Clean”
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To Say

To Do

Let’s find some terms we will use in our lesson
today. Can you tell me what a credit history is?
How do you get a good credit rating?

The 3C’s of getting credit are:

C Capacity -- How much credit can a person
handle? Capacity 1s a person’s ability to pay.

C Character -- Are you reliable? Do you pay
bills on time? A good record of employment
1s important.

C Collateral - An item to secure the credit
purchase such as a savings account to
purchase a car with a loan,

Have learners do word
search on page 1. When
all learners are finished,
explain the 3C’s of
getting credit.

Getting and Managing Credit

Today you will learn how (o get credit and manage credil.
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Find these words and circle: Credit History Credit Scarc

Interest Rate fee
Grace Period Credil Bureau

Throughout this lesson these eredit terms will be explained.
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To Say To Do

Building a credit history is the first step Discuss pages 2-3.
before you can get credit. Credit is buying
or borrowing money now and paying it
back later,

A credit history 1s a record of how a person
repays debt. There are several ways to
build a good credit history.

Building & Credit History

Credit is buying or berrowing now and paying

later.

Seme people who arg new to 1he uss of eredit

wonder if they will get eredit when they need it.

A person gets credit by building a credil history.

A person must prove hefshe has the ability lo

N . —
manage credit. A person can do these things to % — § -
fy

build & good credil history.

£ Open a checking and savings account.

Lenders (hink this is very important,

$  Get a lelephone put in and billed in your
name. Having a telephone is a form of
eredhit. This is becatse you vse the welephone

service and pay for it a month later,

Oklahems Cooperative Bxtension Serviee, Oklaboms State University 2



Building a Credit History

Go 1o a local store that offers & 60-90 day
credit account. Ask the ewner er manager if
¥Ou cauz open an account e pirchase a few
ilems. This conld be car tires or an
applisnce. When the bill arives, pay il right

away.

Apply for a hank credit card. The credil

limit may be low -- may anly be $500.

Ask the bank where you have a checking
accouint for a small short-term cash foan. Pug
this money into a savings account at the
bamk. Make the required paymenis for the

nexl 3-5 months. Pay on time,

By doing these Ihings you are starting a credit histery. A eredif history is a record of how a

person repays debl. A bad credit history will give you a bad credit score.

Oklahoma Cooperative Extension Service, Oklahonu State University




To Say To Do

After a person has established a credit Discuss pages 4-5.
history, the history is on file in a credit Obtain a sample credit
bureau. If you apply for credit, the lender report from a credit
may request a credit report from the credit bureau to show a credit
bureau. The lender then rates the person’s history. Try to obtain a
past history of paying bills and the ability bad and a good history.
to repay the debt. This is called a credit Discuss options for
rating. those with bad credit on
page 6.
Show examples of a
credit report from a
credit burcau.

Your Credit Score
A person receives a credit rating, The eredit score
is detennined by hew a person repays debts. The
repayment of a credit bill is parl of a person's eredit

history.

The eredit history of a person is kept in a file by a %
K

credit burean. A credif burcau or ¢redii reporting

ageney keops track of how peeple pay their bills, A
business that sells things on credit or lends money
reports {0 Lhe credil bureau how people repay their
bills. This information is pul into a person’s credit

file.

Okiahoma Cooperative lixtension Service, Oldshoma State University 4



A good credil score shows thal a person
repaid bills fiom credil cards, department
siores, or a car jean on time. A good credit

score is important.

A persan who is always late or fails to make
payments gets a poor credit score. A poor
oredit score inay keep you from gelting credit
fn the future, Or, 11 may keep you from renting

a piace to live, or getting a job.

A Good Credit Score
Helps You in Many
Ways.

Oklahoma Coeperative Extension Service, Oklaboma State University




But what if I have bad credit already?
1f you have bad credit, yom can make it helter over lime. You do net need a “credit repair™

company lo do (his. They charge 5600 to 31,200 to do what you can do yourself.

. Get a copy of your credit report. You can get
ong copy fiee each year (rom cach of the three
credit reporting ageneies. That means three
reports per year. Go to

www.annualereditreport.com.

2. Check your repert and make surc alf
information is correct. If not, {i!l eut form on
back of report and mail it in or dispute online il

you ordered online.

3. 17 you bave old bills, pay them ofl a little at a

time until alk mlls are paid,

Oklahoma Cooperative Extension Service, Oktahama State University




4. Semetinmies banks offer “sceured” credit cards.
You put down 3180 and they give you §150

worth of eredit.

5. Avord small loat companies. They will

probabiy give you money but there is net a limit

on the amount they can charge you {ofien mere

(han 400% interest},

6. IT you cannol work this out alene, contact a
Consumer Credit Counseling Service. They can
fielp with reading and correeting your eredit
report, and working oul a plan to make things
better. 'This service is FREE! You can find the

closest apency to you at www.nfec.com.

Oklaboma Cooperative Exlension Service, Okluhoma State University ___




To Say

To Do

Buying on credit sounds great because you
don’t have to pay the full price at the time
you buy. A person needs to think about
how much 1t will cost to use credit. A
person may need to use credit for an
emergency or for a large purchase.

Ask learners to read and
discuss page &.

Buying on credil sounds good. It sounds good
boeause you do nol have te pay the full price al the
{ime you buy. Paying $15 per month sourls better
than paying $150.06. If you plan lo use credit,

carefully think about il

Using Credit

Reasons For Using Credit Reasens For Mot Using Credit

. You can buy an ilem when you don’thave 1. Costs mare than paying cash.

cnough cash to pay for il
2. Buy things you do not need.

. You can use things while paying for them.

3. Buy mere (han you can pay lor.

. You can buy things on sale wlhen you

don’t have cash. 4. A person may not shop [or the hest buy.

. You may need credit for an emergency or

make a large purchase such as a car.

Oklahioma Cooperative Extension Service, Oklaboma State University




To Say To Do

On page 9 1s a sample credit application, Have learners look at
Take time to complete the application. and complete the
Answer the questions the best you can. sample credit

Always use a black or blue pen to fill in application on page 9.
the answers. Do not use a pencil.

Sample Credit Application

Take time o §iil ot (s eredit application.

Oklahioma Cooperative Extension Service, Oklahomia State Univepstty ¢



To Say To Do

Selecting a credit card can be difficult Read and discuss page
when so many are available. Take the time 10.

to carefully look at the credit card offers.
Read the fine print.

Cheesing a Credit Card

‘There are many choices when choesing a credil card.

Take time to look carclully for & good credid card. Consider these things:

s Anmal fee

+ Finance charge (Annusl Percentage Rate - APR)

o Grace peried

+  Payment date

« [ixtra benefits

Okiahoma Cooperative Extension Service, Oklahoma State University |0



To Say

To Do

There are many “features” with each credit
card. These are described in small print on
the back of the application. You need to
check these carefully. Sometimes they cost
extra.

Read and discuss pages
11 and 12.

Let’s look at each feafure of a credit card.

{These are often in small prizt on the application.}

Finarce charge - Look for a card with a low monthiy

finance charge. Banks generally offer cards with lower

finance charges than {ravel, enterlainment, department slore

art gasoling company carls.

Annual fee - Find a card with a low or no ammal fee. Be aware
of some credit cards that do not charge annual fees bud charge a
“lee” each time you use the card. Some cards will charge no

“fee” the first six months and then a high annual fee is charged.

Grace period -- A 25-day grace period is common. This is
(he lime between the billing date and due date of payment.
You are actually getling a free loan when you pay (he enlire

balance before the due date.

Oklahoma Cooperative Extension Service, Oklahoma State Unbversity ___ 1]



I'ayment date -- If you can choose a payment date, pick one

near the date you receive your paycheck.

Crudid Hfe insurance cosis extra. Campanies wink you 1o have it
because it pays your bill if you die. B is eften very expensive and

not worth the cosl.

Extra henefits -- Some credit cards issucd by banks and credit unions offer small accidontal
death insurance coverage, usually $1,000. There is na charge for this $1,000 coverage. Seme
cards miy offer lravel discount options. Resist the many “come-ons.” Think about the extra

benelits and select carefully.

Defautt rates - Most credil cards have a rate they will charge il you are late on payments, This

rate is significantly higher tham the usual rite.

Okiahoma Coaperative Extension Service, Oklahoma State University |



To Say

To Do

Let’s look at some credit card
offers on page 13. Which credit
card would be best for your
situation?

[.earners look at page 13 and
decide on the best credit card
offer.

Also, have learners look at
several credit card offers from a
bank, credit union and ones that
come in the mail.

Credit Card Offers

“The eredit card summary sheet gives you practice in clhioosing a bank card. Look at the

cholices and choose Ihe besl one,

Credit Summary Sheet

Leading Nane of Annoel Aneugl Grage
Institution Croedit Card Yo Rate IFee Ferlod
National Bank Vista 18.5 520 25 days
First Federal Masterbank 14,75 520 25 days
Jefterson Savings Masterbank 14.5 $35 none
Mid-town Bank Vista 16,5 525 25 days

Which card did you chosse?

Why was the card you picked a better deal than the others? |

Oktahoma Cooperative xtension Service, Okizhoma Stete University .




To Say

To Do

Once you get a credit card it should be used wisely. The
best is to not use a credit card unless necessary and to
pay the bill in full each month. Interest on purchases is
expensive. If you must use a credit card, write down the
charges somewhere so you will not be surprised at the
end of the month.

Always budget for your credit spending. It is easy to
over-buy with a credit card.

If you cannot make a credit payment, contact the lender.

Ask if the amount of the payment could be reduced.

Read and discuss
pages 14-15.

$ Always budgel your credit buying.

$  Limit the munber of credit cards you
owti -~ lwo is Uhe best choice. Major
credit cards (Visa, MasterCard,

American Express) can be used to buy

most things,

Helpful Tips for Using Credit Cards

§  Use credit aniy when doing sa is lo your

henefit.

$  Keep records. Place credit card receipts in one place. Know how much you have charged so

maney will be available to pay the bill.

$  Buy items on credit that will last at Jeast unti] the st payment is due. Never buy

items on credit ke grocerics.

$ Make payments on lime to keep a good credit score.

$  Never throw credit card slatemenls in the trash, Shred them! This will make it hard for

anyone Lo steal your card account number,

Oklabors Cooperative Bxtension Scrvice, Oklahoma Swte University 14
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Helpful Tips

Do not give your credit card number over the phene (o anyone

unless you made the call.

Look at your mouthly eredit bil, If you find a wrong charge,

write (o the eredil card company.

Keep a list of your eredit card(s) including account number and
telephone number of company thal issued the card(s). Keep this
list in a safe place. You iay need 1his if a card is ever lest or

stolen.
Report s lost or siolen card at onee.

Contact the credit card company or fender, i for some reason
you cannot make the payiment on tme. Most lenders will be
willing to work with you because of illness, reduciion in wark

hours, ot il laid-off from the job,




To Say

To Do

Remember, buying on credit is not free.
You pay finance charges to use credit.

Read and discuss example
on page 16. You may wish
to develop several
examples of items learners
are likely to buy and have
learners determine the cost
of using credit.

Credit Costs Money

$ $ $ 9

When you buy an item, you may pay cash for it - i you have the money, Or you may be able to
buy it on eredil. When wying to decide to buy on eredit or pay cash, compare the cash price with
credit casts including finance charges. Find out how much more it ¢osts to by on credit. Then

decide -~ is it worth it?

Tim is trying te decide if e should purchase a DVD recorder with bis eredit eard. Help Jim

compare the cost of credil Lo cash purchase.

What advice do yeu give Jnus?

Oklahoma Cooperative Extenston Service, Oklahoma State University 16



To Say To Do

[t is wise to keep credit payments to less Discuss page 17,
than 15% of your take-home pay. Getting a
good credit rating and wisely managing
credit are important to good money
management.

Control the Use of Credit

Use eredit when you know you can pay for what you buy. Keep
credit payments te tess than 1 3% of your take-home pay. This
includes credit purchases such as credit card charges, car loan, ¢le.
If you cannet make (he payments of pay on lime, you may lose
what you bought. You may also tose the mency you have abready
paid to the tender, Peepte who de net make thieir payments gl a

poor credil score. Then they may nol be able to use future credit.

$1,000  take-bome pay

X .15 15% of income

$150  credit fimit per month

Oklahomit Cooperative Extension Service, Oklahoma State University 17



To Say

To Do

Let’s help the people on page 18 solve their
credit problems.

Answers:
1. Payments should be no more than 15%;
$2,200 x .15 - $330.
2. Cash = $69 Credit $75 + 20 = $95
3. B
4. 28% of income is going to debt payments
e More work for Angela
e Cutback and pay off credit cards
e Cheaper car

Learners answer questions
on page I8. The learners
can summarize the lesson
with page 19. Ask learners
to name two things they
learned about using credit.

Help the Following People Make Credit Decisions

John and Sue have credit payments of $390.00 cach month. They have take-bome pay of
§2,200 each month. Should they buy more things on credit? Why?

Jane ¢an buy a new coat for $69.00 cash or pul down $20.00 and make 5 payments of
$15.00 each. Which is the least expensive way to buy the coat?

_____ _& Cash

T b. Creait

Hob got a credil card account bil dated September 27. His credit card has a 30-day grace
period. Which is the Jast dey he will be able te pay the Bl without paying interest?
_...A Scptember 27

__ b.October 27

Andre and Angela have monthly payments tolaling $320 on three credit cards pius a car
payment of $200 per month. All of the credit card payments are iwe months past due.
Andre works full-time in a supcrmarket and Angela works pan-time al a convenience store.
Their combined monthiy income is $1,825.00

p

What has caused their credit problems?

What do you suggest to help Andre and Angeta?

Oklalioma Cooperative Extension Scrvice, Oklalioms State University _ 1%



Remember: $ $

Credit Costs Money

$ $ $ S

You pay money o use credit.
Costof Using a Credit Card = PriccofMtein  +  Finance Charge  +  Amnual Card Fee

Pefore you buy with & credit card, find out ko mach it vl cost afler you have made all the

paymenls.
Ask yoursell, do you need the item now?

Can you wail and save the money to buy the item at a later time?

Getting a goot credit score znd wisely mannging credit are

importan 1o good naney managemert.

Oklahema Cooperative ixtension Service, Oklahoma State University 19



Extra Activities:

o Show video, “Your Credit Record: Keeping It Clean.” 30 min. Order
from: Cambridge Educational, P.O. Box 2153, Dept. HE13,
Charleston, WV 25328-2153. $79.95,

¢ Show video, “Credit Cards: Living with Plastic.” (1991). 22 min.
Order from: Learning Seed, 330 Telser Road, Lake Zurich, IL 60047;
1-800-634-4941. $89.00.

e Have learners share interest rate and terms of credit card they may
have had or now have. Also, have learners bring in credit offers they
have received in the mail.

o Ask a bank officer to visit the class and speak on credit and what a
person can do when they get themselves into money problems by
using too much credit.

e Obtain a speaker from a credit bureau to speak to class.

e Ask your local consumer credit counseling service to speak to class.

Lesson References:
“Credit cards: Living with plastic.” (1991). Lake Zurich, IL: The Learning Seed.
“Your credit record: Keeping it clean.” (1994). Cambridge Educational, Charleston, WV.

Detweiler, G, (1993). The Ultimate credit handbook. New York, NY: Plume, Penguin Books.

Garman, E.T. & Forgue, R. (1994). Personal finance. Fourth Edition. Boston, MA: Houghton
Mifflin,

Kapoor, J.R., Dlabay, L.R. & Hughes, R.J. (1994). Personal finance, Third Edition. Boston, MA:
[rwin.



