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= advantages and disadvantages
g‘fu of using credit

advantages:

m Able to buy needed items now

m Don'’t have to carry cash

m Creates a record of purchases

m More convenient than writing cheques
m Consolidates bills into one payment

- Emergencies

disadvantages:

m Interest (higher cost of items)
m  May require additional fees

m Financial difficulties may arise if one loses track
of how much has been spent each month

m Increased impulse buying may occur

choices & decisionNns about credit overhead 7-A



the three C’s

character—will you repay the debt?

From your credit history, does it look like you possess the honesty
and reliability to pay credit debts?

m [Have you used credit before?

Do you pay your bills on time?

Do you have a good credit report?
Can you provide character references?

How long have you lived at your present address?

How long have you been at your present job?

capital—what if you don’t repay the debt?

Do you have any valuable assets such as real estate, savings, or
investments that could be used to repay credit debts if income
is unavailable?

m  What property do you own that can secure the loan?
m Do you have a savings account?

m Do you have investments to use as collateral?

capacity — can you repay the debt?
Have you been working regularly in an occupation that is likely to
provide enough income to support your credit use?

m Do you have a steady job? What is your salary?
m How many other loan payments do you have?

m What are your current living expenses? What are your
current debts?

m How many dependents do you have?

overhead 7-B choices & decisionNns about credit
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= your responsibilities

m Borrow only what you can repay.

m Read and understand the credit contract.

m Pay debts promptly.

m Notify creditor if you cannot meet payments.
m Report lost or stolen credit cards immediately.

m Never give your card number over the phone unless you
initiated the call or are certain of the caller’s identity.

m Never leave your credit cards unattended at work.

m Protect your Personal Identification Number (PIN).

m Don't leave your credit cards in your vehicle.

m  Always check your card when returned to you after a purchase.

m Carry your cards with you or make sure they are in a secure
location.

m Sign the back of a new card as soon as you get it.
m Make a list of all your cards and their numbers.

m  Always check your monthly statment.

choices & decisioNns about credit overhead 7-C



your rights

consumer pr‘otection act
Ensures consumers are fully aware of their rights.

human rights

Prohibits discrimination in giving credit on the basis of sex, race,
colour, religion, national origin, marital status, age, or receipt of
public assistance.

credit reporting act

Sets up a procedure for the quick correction of mistakes that appear
on consumer credit accounts.

collection agencies act

Prevents abuse by professional debts collectors, and applies to anyone
employed to collect debts owed to others; does not apply to banks
and other businesses collecting their own accounts.

sale of goods act

Contract of sale between buyer and seller. Encompasses type of
contract, enforcement provisions, duties and remedies.

fair trading act
Applies to consumer transactions and unfair practices that occurred

after September 1999.

overhead 7-D choices & decisionNns about credit
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= building a credit history

m [stablish a steady work record.

m Pay all bills promptly.

m Open a chequing account and don’t bounce cheques.
m Open a savings account and make regular deposits.

m  Apply for a local store credit card and make regular
monthly payments.

m  Apply for a small loan using your savings account as collateral.

m  Get a co-signer on a loan and pay back the loan as agreed.

credit bureaus
- Equifax (1-800-465-7166)
m Trans Union

m [ocal credit bureaus affiliated with these major companies

choices & decisioNns about credit overhead 7-E



credit report — a

Consumer Credit File - User Guide — Equifax Canada Inc.
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credit report — a (continued)

CEE E O

11

H

LEGEHD

HI RY a1 el e o N

see by g g

GOWwEumER AEFEARRL IELEFHONE wUMBLE.

ws ol

122l andil

[ T P

GOuSUMEH FILE AER™. luhar=me: nah

S =1

ol
LU I L CTITE L W TTR R R AT ERTIE TTL LR I I BT S PV IRTTT U] BN TN
Ou™F FUT wad A2CEATF0 i old v,

SATCSCHM AARAIF: |
LI TIORT E S TR T

FAOF Ty S T Vel d s e il

Tl

ISR IAHNTEH

SLOATS DD RELSAN [A0ES 4 r v v sanp il ot gy

Add b e S et mrar s e el et an

LIERY FI BN T

Ar=dl= o e R AN R L P |

INERTIFILATIO e SEETION,

=il HEREELT] LT IR M B

LN T TR R WY Y ] CR P

Ivin 4y T N 1T
SETEREN U NP L videais khasc
T sihiln=.

EEEOE RN I IE o CCL M Y AT T

CLAY L RN TIT P LFPR PR | ERY Y L PR
=15 usll
Tl A= 2

(L

valigdav e n o ool o

w= il a1

IHUIRIEL ZECTI] *:

L 1T LY o ol T BB T R TR RN 1T [T e PR Ell P ESLL T RN
LTI ol DN R TTTRR T 1 X PP T TR ST e RHR TR 1 T
LI T 3T W

nhwt ol ke wiman ke e lalel clesd

EMPFI OYWI N~ STETINH
|1 TR SRR PRI TR Tl AR THL
it e foe L thle < alos

el ek dae,

L LTI TL IR LI TTC N B T YT T (TR (TS TS E TN L TT] TR

B FTPERRN, [ PPN BRI F TP
o
[ TR ITHN LN [T o S HM BT

Teer et

IR TR

Srdn ime Beoie A i e i el
Jate st S ezl eRimale prned Fol e

SUNMER s FECTIIR [owinidne Speiyssil wl i doime

LA FHI R LYY .

L L N e | R

Gl e, T G 2T RN AL

1 - [LTTTCRTIE B N TIN LIT LY I PR [T EAE T U RLEN LR L NPy b
T IO T W TR CEN | PR TR P B TN

[ L L o [N EE TR |

I revcd rngsn oA Il an bl

L A TR TN TE T TP TRCMD

FUNLIE AFLOANE g F OTHEA |HFDAMA™:DH.

LT LU o gl [ 4 B LRl o ) MRS TR L) FT L HE s B R TR IS TR E
LI FTTIR TN

E Lol e

0o aar [E TR LTI R T

F olu=lim

I -

E Lilarisnzgen it ir bl
LI YR | T R TH P | R A
TFIAN FRHI® CILLEGTIEEE: o kes o],

R LN PIIHE IT T AT I RTINS N A

=l 11 = gz raza

ETHITH

HENTT N E A

LIS LR RN FENL
| I (TR PR | DERT R L
| SERSITTTRIN [ | ESCRINTY FUIRY P TR T PEN L AT

BINE LD TRURY L IRT LT SAT T

=1

1 Loyl o= o™ " 1ar 11 lim”

HERE [T W TR TS A Y [T

Py TS
vl Tl
[ HE] EITIEE

LT LEH I

ATCnATDG iama: volaalt Dooo e oegpe el e 4 wg=rend

2w kel F 2

AL EETATL AT

=mpdl Ral wrE = e e 1l

[ tatt

T e Uili=oyy nan e
(LR EETTLEO IR PR TCR MY FP RN TRL BT DO
d
[]
L 1p Ve 1o oaey
fiad lul

el

b L plapna

| IR [T, TTPRT R |
I el Jdunhile
3 el o
[T TR Y|

IR TR

LT Y AC N I T P

a4 lanne

EIEHY T TESPTRN PTIAI T PR Pll B I PELERTREE) [N Y FETR [ T TS
unhii sl e = appe calvb-

CERTTRN T [T I TR T AT e A TH
a1 =TIy

L DR PN |

EEH LN [ I P T T Y HY

FTARIE MFZRMA™DH SECTION.

LS S TU Vil Y b I N TE BN TR TR LRV TTI LRI ISR I 1T
nanmT

LI EFI TR FTY YRR, PR Ry FE TIPS

Eohedoum o= a il

LTI T R T T I PR TEL TR T LT | I [ E

WSTT

FollJiinah Janp mn! 2o aneAc] cwasber ol oo
F [ (XL ITETUINCRFRITRE

E Ieane =pmat=l

F d=cd i FpaTal e “ag bt

I b= A sccnla ol mansr el HI LR R L LY PR N TN |

LTI ] T YA L R PRI [T P R T ) LEREN I

L] o | ITE R LN TTY I L BRI

[ TR B PRI T | T 1

WoInesee both=an- 1aee= e linae hogles

EETTE ITETTH

EEN TR 1 Ty

LLWEIHG IHPAAMETIOA SEGTIQN
4 L o
L I
o= 4

s gl heberense nur

T PR "N ETLN T P

]
O lan-dcat o= ag=mm=1aa? Lpalil o canl.e
.||'i:‘|-

Iian 4w nne

[ EFI TR R R ]
r

.||"-._""""-‘h iladln

hilen

[IMEUMER STITER ERT SEC™IOM. =10
FITH - IR PR T SETIN [ RV LYY TR o
ENFERCHMEEE ]
Aoeild bet v e Trapzmmant s
4 whlahi~-

1T = P A N N T I T TR T P T P T T T R BT R

ECQUIFAX

HE S phro b o

choices & decisionNns about credit

overhead 7-F (ii)



credit report — a (continued)
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a credit report — b
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a credit report — b (continued)
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a credit report — b (continued)
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types and sources of credit

single-payment credit
Items and services are paid for in a single payment, within a given
time period, after the purchase. Interest is usually not charged.

m Utility companies, medical services

m Some retail businesses

instalment credit

Merchandise and services are paid for in two or more regularly
scheduled payments of a set amount. Interest is included. A
repayment plan is drawn up in the form of a conditional sales
contract based upon fulfilling a number of conditions of the contract.

m Some retail businesses, such as car and appliance dealers

consumer loans
Money may also be loaned for a special purpose, with the consumer

agreeing to repay the debt in regularly scheduled payments.
m Chartered banks
m Consumer finance companies
m Credit unions
-

Trust companies

revolving credit

Many items can be bought using this plan as long as the total
amount does not go over the credit user’s assigned dollar limit.

Repayment is made at regular time intervals for any amount at or
above the minimum required amount. Interest is charged on the
remaining balance.

m Retail stores

m Financial institutions that issue credit cards

overhead 7-H choices & decisionNns about credit



nef = how much can you afford?

(the 2010 guideline)

never borrow more than 20% of your yearly net income

m If you earn $400 a month after taxes, then your net income in
one year 1s:

12 x $400 = $4,800

m Calculate 20% of your annual net income to find your safe

debt load.
$4,800 x 20% = $960
m  So, you should never have more than $960 of debt outstanding.
m Note: Housing debt (i.e., mortgage payments) should not be

counted as part of the 20%.

monthly payments shouldn’t exceed 10% of
your monthly net income

m If your take-home pay is $400 a month:
$400 x 10% = $40

Your total monthly debt payments shouldn’t total more than
$40 per month.

choices & decisionNns about credit overhead 7-1
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name: date:

IEE should they use credit?

j directions
: For each of the following situations, circle YES, NO, or DEPENDS to indicate your

opinion related to this person using credit. Also, give reasons for your response.
Answers may vary.
Gina, age 18, plans to buy a car on credit so that she is able to drive to school.

YES NO DEPENDS

Fran and Simon recently took out a loan for a new roof.

YES NO DEPENDS

Pavel, age 20, recently used his credit card to pay for textbooks for his new
semester of classes.

YES NO DEPENDS

Marcia, age 28, charges all her groceries on her credit card.

YES NO DEPENDS

Sandy and Carla, age 24 and 27, are planning on buying a boat on credit for use during
summers. Carla will be the main signer for the loan, with Sandy being the co-signer.

YES NO DEPENDS
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should they use credit? answer key %

j directions
‘R\ .|/ For each of the following situations, circle YES, NO, or DEPENDS to indicate your
opinion related to this person using credit. Also, give reasons for your response.

Answers may vary.

1. Gina, age 18, plans to buy a car on credit so that she is able to drive to school.

Yes NO

2. Fran and Simon recently took out a loan for a new roof.

(YESD NO DEPENDS

3. Pavel, age 20, recently used his credit card to pay for textbooks for his new
semester of classes.

(YES) NO DEPENDS

4. Marcia, age 28, charges all her groceries on her credit card.

YES DEPENDS

5. Sandy and Carla, age 24 and 27, are planning on buying a boat on credit for use during
summers. Carla will be the main signer for the loan, with Sandy being the co-signer.

YES NO

activity answer key 7-1 choices & decisionNns about credit



name: date:

% test your credit knowledge

The following questions are designed to help you remember the credit information just
covered in class.

j directions
1 .— |/ In the spaces provided, answer each of the following questions about credit.

(

List five things you can do to build a credit history.

1.

o kw0 DP

When a prospective creditor evaluates a credit application, they look for the three C’s:
Character, Capital, and Capacity. For each of the following statements, write the letter
that corresponds to each statement’s specific characteristic.

a) Character b) Capital c) Capacity

— Doyou have a savings account?
— Have you used credit before?
How long have you lived at your present address?

— Do you have a steady job?

e~ R e

0. — Do you pay your bills on time?
1

. —— What are your current debts and your current living expenses?

List the four major categories of information that appear on a credit report.
12.
13.
14.
15.
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test your credit knowledge (continued)

In the space provided, write the letter of the type of credit each statement represents.

a) Single payment credit b) Instalment credit c) Revolving credit
16. ____ Monthly payment on a car loan
17. —____ Monthly telephone bill
18. _____ Monthly heating bill
19. _____ Using a credit card to buy a new jacket from a department store and then paying

the charge off over several months

20. ___ Using a major credit card to buy a pair of shoes and then paying the total amount
of the credit card balance within a month

For each of the following statements, write a T in the space provided if the statement
is true, and F in the space provided if the statement is false.

21. _ Itis legal for a creditor to deny an applicant credit based on marital status or age.

22. _____ Ifyou are denied credit, the creditor is not legally obligated to explain why.

23. _ When creditors evaluate your income, they can’t legally refuse to consider income
from public assistance in the same manner as other income.

24. _____ Ifyou are refused credit because of a credit report, upon request from you, the
lender must give you the name and address of the credit bureau that issued the
report.

25. _ Your credit report is available to anyone, regardless of the reason.

26. _____ A debt collector has the right to contact you at any time of day or night.

27. —_ To be within a safe debt load, your total credit should not exceed 50% of your net

pay after subtracting rent.

28. What should you do if you find there is inaccurate information on your credit report?

29. Generally, how long can a consumer reporting agency report unfavourable information?

30. How long can bankruptcy information be reported by a consumer reporting agency?
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Eg test your credit knowledge answer key

The following questions are designed to help you remember the credit information just
covered in class.

U

j directions
In the spaces provided, answer each of the following questions about credit.

(

List five things you can do to build a credit history.
Establish a steady work record,

Fay all bills promptly.

Open a chequing account and don't bounce cheques.

Open a savings account and make regular monthly payments.

Apply for a small loan using your savings account for collateral and then pay it back as agreed.

Get a co-signer for a loan and pay back the loan as agreed.

When a prospective creditor evaluates a credit application, they look for the three C’s:
Character, Capital, and Capacity. For each of the following statements, write the letter
that corresponds to each statement’s specific characteristic.

a) Character b) Capital c) Capacity

b Do you have a savings account?

a Have you used credit before?

How long have you lived at your present address?

¢ Do you have a steady job?

T 3 9P o N
I}

0. a Do you pay your bills on time?
1

¢ What are your current debts and your current living expenses?

List the four major categories of information that appear on a credit report.
12. Identification and employment data

13. Fayment history

14. Inquiries

15. Fublic record information
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test your credit knowledge answer key

In the space provided, write the letter of the type of credit each statement represents.

a) Single-payment credit b) Instalment credit c) Revolving credit

16. b Monthly payment on a car loan
17. a__ Monthly telephone bill
18. a__ Monthly heating bill

19. ¢ Using a credit card to buy a new jacket from a department store and then paying
the charge off over several months

20. 3 Using a major credit card to buy a pair of shoes and then paying the total amount
of the credit card balance within a month

For each of the following statements, write a T in the space provided if the statement
is true, and F in the space provided if the statement is false.

21. £ Ttis legal for a creditor to deny an applicant credit based on marital status or age.

22. _f _ Ifyou are denied credit, the creditor is not legally obligated to explain why.

23. _t  When creditors evaluate your income, they can’t legally refuse to consider income
from public assistance in the same manner as other income.

24. _t  Ifyou are refused credit because of a credit report, upon request from you, the
lender must give you the name and address of the credit bureau that issued the
report.

25. __f __ Your credit report is available to anyone, regardless of the reason.

26. __f A debt collector has the right to contact you at any time of day or night.

27. _t__ 'To be within a safe debt load, your total credit should not exceed 50% of your net
pay after subtracting rent.

28. What should you do if you find there is inaccurate information on your credit report?
Contact the credit bureau. Under the Collections Fractices Act, the credit bureau must
investigate your report.

29. Generally, how long can a consumer reporting agency report unfavourable information?

7 years

30. How long can bankruptcy information be reported by a consumer reporting agency?

Up to 10 years
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name: date:

Eg how much can they safely carry?

Most people can afford a certain amount of credit and stay within a safe budget. This amount is
called a “safe debt load.” The following exercises will give you practice determining safe debt
loads based on various incomes and fixed expenses.

!

j directions
; Read each of the following scenarios and determine the largest amount of debt each

person can safely carry. Write your answers in the blanks provided. Use the
space below each question to show how you arrived at each answer.

David has a monthly net income of $1,360. His fixed monthly expenses is a student loan
payment of $116.

David would like to buy a new television set using a credit card. What is the largest
monthly payment David can afford and still be within a safe debt load?

Francine and Pierre have a combined monthly net income of $2,700. Their fixed monthly
expenses include $220 for Francine’s student loan payment, and $82 for the stereo they
bought last month.

Francine and Pierre would like to buy a new car. How much can they currently afford for
monthly car payments and still maintain a safe debt load?

Miyoshi has a monthly net income of $1,625. Her fixed monthly expenses include $68 for
the furniture she bought last month and a car payment of $167. Are Miyoshi’s expenses
within a safe debt load?
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how much can they safely carry? answer key EE

Most people can afford a certain amount of credit and stay within a safe budget. This amount is
called a “safe debt load.” The following exercises will give you practice determining safe debt
loads based on various incomes and fixed expenses.

iy

j directions
Read each of the following scenarios and determine the largest amount of debt each

person can safely carry. Write your answers in the blanks provided. Use the
space below each question to show how you arrived at each answer.

David has a monthly net income of $1,360. His fixed monthly expenses is a student loan
payment of $116.

David would like to buy a new television set using a credit card. What is the largest
monthly payment David can afford and still be within a safe debt load?

$20.00

$1360 x 10% = $136
$136 - $116 = $20

Francine and Pierre have a combined monthly net income of $2,700. Their fixed monthly
expenses include $220 for Francine’s student loan payment, and $82 for the stereo they
bought last month.

Francine and Pierre would like to buy a new car. How much can they currently afford for
monthly car payments and still maintain a safe debt load?

Francine and Fierre are already above their safe debt load and need to reduce their debt load before
being able to afford the car.

$2,700 x 10% = $270
$270 - $302 =-$32

Miyoshi has a monthly net income of $1,625. Her fixed monthly expenses include $68 for
the furniture she bought last month, and a car payment of $167. Are Miyoshi’s expenses
within a safe debt load?

No.

$1625 x 10% = $162.50
$16250 - 235 = - $72.50

Right now Miyoshi is over committed and is not within a safe debt load, and she should not commit to
further debt.
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name: date:

auz

— lesson seven quiz: about credit
true-false

1. A disadvantage of using credit is impulse buying.

2. __ Capital refers to a person’s assets.

3. A steady employment record helps a person’s credit history.
4. _____ Instalment credit usually allows a person to make additional purchases

on an account.
5. _ Using the 20-10 guideline, a person making $40,000 a year should have no more

than $8,000 of outstanding debt.

multiple choice

6. — A common advantage of using 3. — Utll{ty companies and medical
dit is: service organizations commonly
credit is: )
offer credit.

A. less impulse b}lymg. A. revolving
B. lower cost for items purchased.

C. ability to obtain needed

1items now.

B. single-payment
C. installment
D. retail

10. __  Using the 20-10 guideline, a
person earning $1,500 a month
should not have monthly credit
payments that exceed:

B. capital. A. $300
C. collateral.

D. lower chance of overspending.

7. A person’s regular income is
referred to as:

A. character.

B. $150
D. capacity. C. $20
8. ___ To build a credit history, a D. $30

person could:

A. establish a steady
employment record.

B. file his or her federal income
taxes on time.

C. use an ATM several times
a month.

D. request to view her or his
credit file.

case application

Makiko Nagata is considering a loan to finance her college education. She currently owes
money on several charge accounts and credit cards. What actions would you recommend?
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lesson seven quiz: about credit answer key

true-false

1. t A disadvantage of using credit is impulse buying.

t Capital refers to a person’s assets.

2
3. t A steady employment record helps a person’s credit history.
4

_f  Instalment credit usually allows a person to make additional purchases
on an account.

5. _f __ Using the 20-10 guideline, a person making $40,000 a year should have no more
than $8,000 of outstanding debt.

multiple choice

9. _B_ Utility companies and medical
service organizations commonly
offer credit.

6. _—C A common advantage of using
credit is:

A. less impulse b-uymg. A. revolving
B. lower cost for items purchased.

C. ability to obtain needed
items now.

B. single-payment
C. installment
D. retail
10. _A__ Using the 20-10 guideline, a
person earning $1,500 a month

should not have monthly credit
payments that exceed:

B. capital. A. $300
C. collateral.

D. lower chance of overspending.

7. _L__ A person’s regular income is
referred to as:

A. character.

B. $150
D. capacity. C. $20
8. _A__ Tobuild a credit history, a D. $30

person could:

A. establish a steady
employment record.

B. file his or her federal income
taxes on time.

C. use an ATM several times
a month.

D. request to view her or his
credit file.

case application

Makiko Nagata is considering a loan to finance her college education. She currently owes
money on several charge accounts and credit cards. What actions would you recommend?

While this is a valid reason for using credit, Mikiko might consider paying off some of her other debts before
taking on this new loan. She might delay starting school full time until she has paid off her
other accounts.
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