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Salary vs. Hourly vs. Commission Jobs 
1. What are some factors you need to consider before selecting a job? 

 

 

Kafi just graduated college and currently has three job offers in educational publishing. 

(WOW! Three offers! Nice!) 
SALARY HOURLY COMMISSION 

Editor Designer Sales Representative 

Full time position with an annual salary 

of $37,500 

Full time position with an hourly wage of 

$26.50.  This job assumes standard five 

days a week for 8 hours each day 

All salary is based off of sales.  5% 

commission off of total sales.  Typical 

sales representatives sell $100,000 per 

month.  

2. Before we start looking in depth at each of these offers, which one would you select right now and why? 

 

 

3. Unlike part time jobs that you have right now, most careers pay monthly not bi-weekly so we need to 

compare each of these jobs based on their monthly salary. Show work in the table below 

MONTHLY SALARY (PRE-TAX) 

SALARY HOURLY COMMISSION 

 

 

 

 

 

 

  

4. Hey guess what? You forgot about taxes! We need to take taxes out of 

our monthly salary to determine our post-tax salary.  Here are the 

current tax withholdings. 7.65% is withheld for FICA (social security 

and medicare)  Income tax varies on what tax bracket you fall into 

(with higher incomes paying more and lower incomes paying less) but 

typically 22% of your paycheck will be withheld for federal income tax. 

Georgia income tax varies as well but the median income tax withheld 

is 3%.  

MONTHLY SALARY (POST-TAX) 

SALARY HOURLY COMMISSION 
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5. Based on his current living situation, Kafi determine that he needs $3,000 a month to cover all of his 

expenses (rent, car, utilities, food, entertainment, savings, etc.).  What job would you suggest Kafi take 

now? Why?  

 

 

 

6. Take home salary is not the only factor in comparing jobs.  It is also VITAL to look at the benefits that a 

job offers.   

BENEFITS 

SALARY HOURLY COMMISSION 

• Health Insurance-  

$65 per month 

• Retirement plan-  

$200 per month 

• Life Insurance- free (paid for 

by company) 

• Given 15 days of Paid Time 

Off (PTO) per year 

 

• Health Insurance-  

$125 per month 

• Retirement plan-  

$200 per month 

• Life Insurance- $35 per month 

• Given 8 days of Paid Time Off 

(PTO) per year 

 

• Health Insurance-  

$160 per month 

• Retirement plan-  

$300 per month 

• Life Insurance- $35 per month 

• Given no days of Paid Time 

Off (PTO) 

– Paid Time Off can be used for sick days or vacation days without you losing income.  For example, if you 

didn’t have any PTO and took a week-long vacation then you would lose income for an entire week (which 

would mean you make a lot less in your check that month).  If you have PTO and use it, then essentially the 

company is paying you for working even though you are not working.  So you do not lose that income –  

 

Kafi knows that he is taking a week off (5 days- a work week) in December to visit his family and another week 

off (again 5 days) in June for a cruise.  Also during the course of the year he averages about three sick days.  So 

overall he needs to plan for 13 days of not being in work.  

 

Based on the benefits above, and knowing that Kafi needs to account for 13 days off, calculate the take-home 

monthly salary. Take-home salary refers to the money that you actually get in your account each month after 

taxes, insurance, retirement and savings are accounted for.  

MONTHLY TAKE-HOME SALARY  

SALARY HOURLY COMMISSION 

   

 

 

 

 

 

 

 

 

 

 

7. Which job do you recommend for Kafi to take and why? 
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8. Did the benefits offered affect your decision? Why or Why not? 

 

 

 

 

9. What other things/benefits would you consider before accepting a job? 

 

 

 

 

EXTENSION: Sabrina also just graduated college and has two job offers.  

SALARY HOURLY- contract/self-employed 

$55,000 annual salary $29 per hour (assumes standard 5 day, 8 hour work 

week) 

 
MONTHLY SALARY (PRE-TAX) 

SALARY HOURLY- contract/self-employed 

 

 

 

 

 

Assume that Sabrina lives in Georgia as well and use the same tax information as Kari to determine her post-tax 

monthly incomes but since the hourly job is self-employed it has separate tax laws and is taxed an additional 

7.65%. 

MONTHLY SALARY (POST-TAX) 

SALARY HOURLY- contract/self-employed 

 

 

 

 

 

 

 

 

 

 

10.  Before benefits are considered which job would you suggest for Sabrina and why? 
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BENEFITS 

SALARY HOURLY- contract/self-employed 

• Health Insurance-  

$95 per month 

• Retirement plan-  

4% of after-tax monthly income 

• Life Insurance- free (paid for by company) 

• Given 10 days of Paid Time Off (PTO) per year 

 

• Health Insurance-  

$150 per month 

• Retirement plan-  

8 % of after-tax monthly income 

• Life Insurance- $35 per month 

• Given 5 days of Paid Time Off (PTO) per year 

 

 

11. Sabrina has a total of 7 days of planned vacation and like Kafi, typically takes about three sick days a 

year.  Determine her take-home salary based on the benefits above 

 

MONTHLY TAKE-HOME SALARY 

SALARY HOURLY- contract/self-employed 

  

 

 

 

 

 

 

 

 

 

 

 

 

12. Which job would you recommend for Sabrina and why? 

 

 

 

 

13.  As you analyzed and compared the different job offers, did your decision about which job to take 

change? Why?  When considering various job offers, what will factor into your decision?  
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Saving Money: Future value of an investment  

When we save money in an account, we typically deposit it with some account that will give 

us a percent interest.  If we put a dollar into a piggy bank and never touch it again, in a year 

it will still only be one dollar.  If we put a dollar into a savings account that is awarding 

us interest then that dollar could turn into $1.50 in a year.  How much we gain is based on the 

interest and the compounding period.  Compounding period refers to how often the interest 

is calculated on the current amount.  Below is the formula used to find the future value of an 

investment based on interest and compounding periods.   

𝐹𝑉 = 𝑃𝑉 (1 +
𝑖

𝑛
)
𝑛𝑡

  

What do the variables stand for?  

FV  PV  i  n  t  

          

  

  

  

What are the different compounding periods?  

Annual  Semi-annual  Quarterly  Monthly  Weekly  Daily   

            

  

  

1. Jackson has $2,600 he is going to deposit into a savings account with a 

4.25% interest compounded quarterly.  How much will he have after 5 years? How much 

will he have after 10 years? How much will he have after 20 years?  

5 years    

 

  

10 years    

  

 

  

20 years    
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 What if the same account compounded monthly? How much would he have after each of 

the following years?  

  Compounded 

Quarterly (copy 

answer from #1)  

Compounded Monthly  Amount 

increase?  

5 years    

  

  

  

  

    

10 

years  

  

  

  

  

  

  

    

20 

years  

  

  

  

  

  

  

    

  

3. What can you determine about total money saved (future value) and compounded 

period?  
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4. Kami has $5,000 she is going to invest and has two different options  

Savings account  Money Market account  

• 3.15% interest rate  

• Compounded monthly  

• 3.98% interest rate  

• Compounded semi-annually  

Determine Kami’s account balance after the following years  

  Savings account  Money Market account  

5 years      

10 years      

20 years      

5. Which has a greater impact on future value, compounding period or interest 

rate?  Why?  

  

  

  

6. So wake-up call. Interest rates on savings accounts is muuuuuuuch lower than 3%. 

Look up a savings account and determine the future value of a $3,000 investment.   

  

Bank:_________________________       Type of Account: ___________________________  

  

Interest Rate:_____________                Compounding period:_________________  

  

Future value of account after 10 years: ____________________________  

  

  

How much money did you earn out of savings after 10 years? ___________________  
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7. Sometimes we like to work backwards when planning for a specific purpose.  Like 

saving for a car, saving for college, saving for a house, or saving for retirement.  Jada 

wants to start saving for retirement.  A general rule of thumb is that you should have 

$1,000,000 saved by the time you retire.  Let’s assume that Jada is 20 years old and plans 

to retire at 67.  She plans on opening up a savings account that has 1.2% interest 

compounded quarterly. Let’s assume she does not make any additional deposits into her 

account (Even though this is unrealistic).  How much money will she need to put away 

right now in order to have $1,000,000 when she retires?  

  

  

 

 

 

 

 

8. Jesus is saving up to have a down payment on a new car when he graduates from 

college.  He wants to have $3,500 saved.  He plans on depositing a lump sum into a CD 

(Certificate of Deposit) account and withdrawing it after graduation.  The CD account 

from Bank of America offers 0.15% interest compounded monthly.  If we assume he does 

not make any deposits or withdraws for 4 years, how much will he need to deposit now in 

order to have the amount needed for a down payment? (and yes, you should be 

surprised by that number because the interest rate is so small)  
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Using the TVM function on the calculator 
1) [Apps]  and choose finance, and 1: TVM solver 

Use the tables below (which are set up exactly like the calculator) to determine what it is you 

are looking for.  Enter all the information into your calculator.  In the area you are trying to 

find, hit [alpha] enter and this will ‘solve’ that missing category for you 

 

James wants to find the future value of an investment of $1,000 over 5 years with an interest 

rate of 2.3% compounded monthly:  
 
 

How much money does Abby need to put down in principal to have 35,000 saved in 20 years 

at a 1.3% interest rate compounded quarterly? 

Variable Definition of Variable Value  

N Number of compounding periods between 

the time of investment and the time of 

retirement. (n*t) 

 

I% Annual interest rate (as a percent)  

PV Principal, or present value (keep negative, 

because it is the money you have to put in) 

 

PMT Amount of each regular payment(per 

compounding period, like per month or per 

year) 

 

 

FV Future value, or value of the investment at 

maturity 

 

P/Y Number of payments per year (usually the 

same as the number of compounding 

periods per year C/Y) 

 

C/Y Number of compounding periods per year  

Variable Definition of Variable Value  

N Number of compounding periods between the time of 

investment and the time of retirement. (n*t) 

 

I% Annual interest rate (as a percent)  

PV Principal, or present value (keep negative, because it is 

the money you have to put in) 

 

PMT Amount of each regular payment(per compounding 

period, like per month or per year) 

 

FV Future value, or value of the investment at maturity  

P/Y Number of payments per year (usually the same as the 

number of compounding periods per year C/Y) 

 

C/Y Number of compounding periods per year  
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Jack wants to save up for a car.  He has $1,000 now and needs $5,000.  If he has an interest 

rate of 1.9% compounded monthly how long will it take him to get to $5000?  

 

 

Let’s try something more realistic. Saving interest rates are NOT at 2% they are closer to 0.05%.  

Try this situation which would be close to someone graduating from high school 

Jane got a gift from her grandparents when she graduated high school of $1500.  She is 

going to keep it in her savings account until she graduates college and then is going to use 

that money to help with buying a house. If she keeps it in her savings account for 4 years at a 

0.05% interest rate calculated monthly.  How much will she have when she graduates? 
 
 

 

Variable Definition of Variable Value  

N Number of compounding periods between 

the time of investment and the time of 

retirement. (n*t) 

 

I% Annual interest rate (as a percent)  

PV Principal, or present value (keep negative, 

because it is the money you have to put in) 

 

PMT Amount of each regular payment(per 

compounding period, like per month or per 

year) 

 

FV Future value, or value of the investment at 

maturity 

 

P/Y Number of payments per year (usually the 

same as the number of compounding 

periods per year C/Y) 

 

C/Y Number of compounding periods per year  

Variable Definition of Variable Value  

N Number of compounding periods between the 

time of investment and the time of retirement. (n*t) 

 

I% Annual interest rate (as a percent)  

PV Principal, or present value (keep negative, 

because it is the money you have to put in) 

 

PMT Amount of each regular payment(per 

compounding period, like per month or per year) 

 

FV Future value, or value of the investment at maturity  

P/Y Number of payments per year (usually the same as 

the number of compounding periods per year 

C/Y) 

 

C/Y Number of compounding periods per year  
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Ok, so what if Jane puts money into her savings account each month.  We will have to use 

the PMT option.  She will put away $100 every month so put -100 in for PMT and recalculate 

how much she will have 

 

You can also use this App for Loans.  Let’s calculate out something all of you will need to start 

thinking about soon- student loans.  Current in-state tuition for Kennesaw State University is 

about $8,462 a year. (this assumes you are living AT HOME).  Assume you go to college for 4 

years.  Your parents have saved a TOTAL of $8,000 for your 4 years at college.  1) Figure out 

how big of a loan you will have to take out. 2) Calculate your MONTHLY payment on your 

student loans. Assume your loan rate is 4.53% over 10 years compounded DAILY.  (PV will be 

how much you need in a loan, FV is 0 because obviously in the future you want to OWE 0 

dollars and solve for PMT. (The cheapest dorm will add $6500 per year) 
 

N: 
 
I% 
 
PV: 
 
PMT: 
 
FV: 
 
P/Y: 
 
C/Y: 
 
 
 

Variable Definition of Variable Value  

N Number of compounding periods between 

the time of investment and the time of 

retirement. (n*t) 

 

I% Annual interest rate (as a percent)  

PV Principal, or present value (keep negative, 

because it is the money you have to put in) 

 

PMT Amount of each regular payment (per 

compounding period, like per month or per 

year) 

 

FV Future value, or value of the investment at 

maturity 

 

P/Y Number of payments per year (usually the 

same as the number of compounding 

periods per year C/Y) 

 

C/Y Number of compounding periods per year  
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The current interest rate for a 5 year car loan is about 3.99% compounded monthly 

(depending on your credit score and if it is a new/used car).  Based on your current income 

you know you can make a monthly car payment of $280. How much of a loan can you take 

out? (Leave PV and FV at zero and solve for PV- since this is the principal amount you can 

take out) 
 

N: 
 
I% 
 
PV: 
 
PMT: 
 
FV: 
 
P/Y: 
 
C/Y: 
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TVM Solver questions 

For the following problems use the TVM solver on the graphing calculators to solve. 

SAVINGS: 

 
1. What can an investor expect to receive at the end of a year if he deposits $200 in a bank giving 10% 

interest compounded daily? 

 

 

 

 

 

 

 

2. How long will it take a dollar to double at 8% compounded semiannually? 

 

 

 

 

 

 
3. What amount needs to be deposited in an investment that yields 5% so that it will be worth $600 at year 

end assuming it is compounded annually? 

 

 

 

 

 
4. What can a finance teacher expect to have saved in her account if she saves (deposits) $1,000 a year for 

3 years at 5% annual interest? (Assume she started with no other money in her account) 

 

 

 

 

 

 

 

 
5. A biologist deposits $1,000 in her account at the end of each quarter for 10 years. How much money 

does she have at the end of 10 years if the bank pays 6% interest compounded quarterly? (Again assume 

that she started with no other money in her account) 

 

 

 

 

 

 

 

 

 

N: 

I%: 

PV: 

PMT: 

FV: 

P/Y: 

C/Y: 
N: 

I%: 

PV: 

PMT: 

FV: 

P/Y: 

C/Y: 

N: 

I%: 

PV: 

PMT: 

FV: 

P/Y: 

C/Y: N: 

I%: 

PV: 

PMT: 

FV: 

P/Y: 

C/Y: 

N: 

I%: 

PV: 

PMT: 

FV: 

P/Y: 

C/Y: 
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LOANS 
6. Your parents need to replace their roof and take out a home improvement loan to pay for it.  The loan is 

for $25,655 with an interest rate of 9.99% compounded monthly for 7 years.  How much will their 

monthly payments be? 

 

 

 

 

 

 

 
7. Tony just graduated college and needs to buy a car.  After looking at his budget he realizes he can only 

afford a monthly payment of $199 a month.  His bank has pre-approved him for a 72 month 3.99% rate.  

How expensive of a car can he afford? (Assume the loan is compounded monthly) 

 

 

 

 

 

 

 

8. Ashley got herself into some bad credit card debt.  She currently owes $3,455.  Her interest on her credit 

card is 2.599% compounded monthly.  Her minimum monthly payment is $50.  If she only makes the 

minimum monthly payment, how many years will it take her to pay off her debt? (remember that N will 

be in months) 

 

 

 

 

 

 

 
9. Ashley wants to have all of her credit card debt to be paid off in 2 years.  What would her monthly 

payment need to be? 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 

N: 

I%: 

PV: 

PMT: 

FV: 

P/Y: 

C/Y: 

N: 

I%: 

PV: 

PMT: 

FV: 

P/Y: 

C/Y: 

N: 

I%: 

PV: 

PMT: 

FV: 

P/Y: 

C/Y: 

N: 

I%: 

PV: 

PMT: 

FV: 

P/Y: 

C/Y: 
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FILING YOUR TAXES!  
(the most boring/ most important lesson you will have in class) 
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Loan or lease? Buying a car 

Christina is buying a new Dodge Charger for 29,.  She has three different options, a purchase, 

a loan or a lease. After 3 years the projected sell back price of the car is 12,399 

 
1. PURCHASE (Special deal- no interest ☺ ) 

a. The purchase option is 0% down 0% APR for 2 years. What will her monthly payments 

be on this option? 

 

 

 

 

2. LOAN (Still a purchase but must pay interest) 

a. The second option is taking out a loan for 3 years at 5.99% APR.  She must make a 10% 

down-payment on this option.  What will her monthly payments be on this option? 

 

 

 

 

 

3. LEASE 

a. The third option is a lease where the monthly payment is $349 per month for 3 years.  

You must make a one time balloon payment (or walk-away payment) of $1200 when 

you trade in your car. 

 

4. Comparing 

 PURCHASE LOAN LEASE 

MONTHLY  

PAYMENT 

   

x (times) number of 

total payments 

   

 + down payment and 

or balloon payments 

   

TOTAL MONEY SPENT 

ON CAR 

   

- Selling back car after 

it is paid off 

   

TOTAL COST (OVERALL)    

 

 

Which option would you suggest for Christina to take and why? 

N:         FV: 

I%:        P/Y: 

PV:        C/Y: 

PMT: 

 

N:         FV: 

I%:        P/Y: 

PV:        C/Y: 

PMT: 
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5. Christina makes 42,350 annual salary.  Let’s find out if she can afford the option you 

selected. (assume taxes are 32.65%) 

 

MONTHLY POST-TAX SALARY:$_________ 

RENT $    600 MEDICAL INSURANCE $     150 

UTILITIES $     125 GAS $     150 

FOOD/GROCERY $     375 MONTHLY CAR PAYMENT $ 

CAR INSURANCE $     100   

PHONE/INTERNET/CABLE $     150 TOTAL BILLS $ 

 

So how much money does she have left over after paying all her bills?  So do you think 

she can afford the car payment you selected? 

 

 

 

Wanda and her husband just found out they are expecting triplets so they decide that it is 

time to buy a minivan.  They choose to buy a Chrysler Town and Country for $34,650. They 

cannot afford the purchase option so they are looking at either taking out a loan or just 

leasing the car.   

 

6. LOAN OPTION: The loan option is for five years at a 4.5% APR.  They must make a 15% 

down payment.  

a. What are the monthly payments on the car? 

 

 

 

 

b. What is the total money that they will spend on the car (if they do not trade it in/sell 

back) 

 

c. How much extra did they spend over the actual purchase price of the car? (this is due 

to the fact that they had to pay interest) 

 

 

d. If they can sell it back for $21,550 in 5 years what would be the total cost of the car? 

 

 

 

7. LEASE OPTION: The lease option is $459 per month with a $990 walk away fee at the end 

of the five year lease.  

a. What is the total cost of the car under the lease? 

 

 

 

8. Which option would you pick Wanda and her expanding family?  Why? 

N:         FV: 

I%:        P/Y: 

PV:        C/Y: 

PMT: 
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35 

 

College Loan Webquest!  

 

You will be navigating through the Federal Student Aid website to learn about the 

different options available to pay for college.  Use the links provided to help you 

answer the questions. 

 

 http://studentaid.ed.gov/ 

 

Types of Aid: (click on the ‘types of aid’ link on the top bar) 
1) What are the 4 places that aid can come from? 

 

 

 

 

2) Define the three different kinds of federal student aid 

Grants: 

 

 

Loans: 

 

 

Work-Study: 

 

 

 

Types of Aid: GI Bill 

(redirected websites) 
http://www.benefits.va.gov/gibill/docs/factsheets/Transferability_Factsheet.pdf  

 
3) What does someone have to do to be eligible for the GI bill? 

 

 

 

 

4) Who (other than the person in the armed service) can receive the GI bill? 

 

 

 

https://www.benefits.va.gov/GIBILL/docs/factsheets/Post-911_General_info.pdf  

5) If you receive the GI Bill, what is the maximum amount you can get for a public university?  What 

about a private university?  

 

 

 

6) In the GI Bill, how much is distributed for books and supplies? 

 

 

 

http://studentaid.ed.gov/
http://www.benefits.va.gov/gibill/docs/factsheets/Transferability_Factsheet.pdf
https://www.benefits.va.gov/GIBILL/docs/factsheets/Post-911_General_info.pdf
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Types of Aid: LOANS (go back to the main student aid site, and click on the loans tab under 

types of aid) 

 
7) What is a direct Subsidized Loan is.   

 

 

 

 

 
8)  What is a direct Unsubsidized Loan is.   

 

 

 

 

 
9) Can a graduate student get a subsidized loan? (remember that a graduate student is someone who is 

working on their Masters degree or higher) 

 

 

 
10) How much can you borrow in a direct subsidized loan as an undergraduate per year? 

 

 

 
11)  How do you get a federal student loan? 

 

 

 

Types of Aid: LOANS (click on the subsidized v. unsubsidized links in the definitions under 

“what type of federal student loans are available” 

 

DIRECT SUBSIDIZED 
12) Who determines how much money you can borrow? 

 

 
13) Do you pay interest on a direct subsidized loan while still enrolled in college? 

 

 
14)  Do you pay interest on a unsubsidized loan while still enrolled in college? 

 

 
15) What is the interest rate for each of the following? 

Direct Subsidized for Undergrads: 

 

Direct Unsubsidized for Undergrads: 

 

Direct Unsubsidized for Graduate: 
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16)  When do you have to start paying back your loan?  

 

 

Using the Loan Payback Calculator: Use your TVM solver on your calculator for the following 
17)  Using the standard 4.53% interest rate what is the monthly payment on a $32,000 loan? (for a standard 

repayment).  Because the federal government is very very greedy, they compound interest DAILY. 

Assume you choose a 10 year payback (120 total payments) 

 

 

 
18)  How much will you end up paying total over the total repayments? 

 

 

 
19) So how much did you pay total in interest payments? 

 

 

 

HOPE/ ZELL MILLER SCHOLARSHIP: https://www.gafutures.org/hope-state-aid-programs/ 
20) What does your GPA need to be when you graduate high school to be eligible for the HOPE 

scholarship? 

21) What do you have to do to be eligible for the Zell Miller Scholarship? (GPA and SAT score/ACT score) 

 

 
22)  Assuming a normal semester course load of 12 credit hours, determine the amount of aid you could get 

per semester at the following colleges (look under “award amounts” 

 HOPE  ZELL MILLER 

KSU   

UGA   

Georgia State   

Georgia Southern   

(choose your own GA 

college- write in) 

 

  

 

 

HOPE GRANT: 
23)  What is the HOPE GRANT? 

 

 
24) Do you have to have a specific GPA when you graduate high school to be eligible for the Hope Grant? 

 

 
25) List 4 colleges/technical schools that are HOPE Grant eligible 

 

 

 

https://www.gafutures.org/hope-state-aid-programs/
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Credit Card Preview: 

SITUATION: You got a credit card so you could buy a new 

laptop for school.  You went all out and bought a 13-inch 

macbook pro for $1299.  You used the credit card and 

plan to pay it off every month.  The APR (annual 

percentage rate) is 18% which means you have a 

monthly interest rate of 1.5%.  This finance charge is 

added to your total every month. You only plan on 

paying off $100 every month on the credit card.  

Determine how long it will take to pay off this laptop. (Assume you do not put any other 

charges on this credit card). Round 2 decimal places 

 MONTH 1 MONTH 2 MONTH 3 MONTH 4 

Total on Card $1299 $1216.99   

- $100 payment $1199    

+ 1.5% finance 

charge 

(.015)1199 = 

17.99 

   

END OF MONTH 

BALANCE 

$1199+ $17.99= 

$1216.99 

   

 

 MONTH 5 MONTH 6 MONTH 7 MONTH 8 

Total on Card     

- $100 payment     

+ 1.5% finance 

charge 

    

END OF MONTH 

BALANCE 

 

 

   

 

 MONTH 9 MONTH 10 MONTH 11 MONTH 12 

Total on Card     

- $100 payment     

+ 1.5% finance 

charge 

    

END OF MONTH 

BALANCE 

 

 

   

 

 MONTH 13 MONTH 14 MONTH 15 MONTH 16 

Total on Card     

- $100 payment     

+ 1.5% finance 

charge 

    

END OF MONTH 

BALANCE 

 

 

   

1) How many months did it take you to pay off the laptop? 

 

2) How much did you spend in fees?! (add up all the finance charges over the time period) 
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Unit 6 SAS8: Making Sense of Credit 

 

Below is an example of a credit card statement.  Some of the areas have been blanked out 

with ??? because in the following questions you will be figuring out what those charges are.  

 

 
 

1. What are the dates that this credit card statement is for? 

 

 
2. Did this person already owe money on the credit card BEFORE this month?  How much did they 

already owe? 

 

 

3. What did they spend money on this month? (on a credit card statement this shows as debits) 

 

 

4. Did they make any credits to their account? What were they? 
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5. Credit cards give out the interest rate as APR (annual periodic rate).  What is the APR on this credit 

card? 

 

6. Even though interest is given as an APR credit card interest in compounded monthly.  What is the 

monthly periodic rate? 

 

 

 

7. Before interest is added on to the account we need to find what the balance of the credit card was before 

the finance charge. (the previous balance + and expenses – any credits) 

 

 

 

8. What is the finance charge (or interest charge) for this month?  Use the monthly interest rate and the 

answer you just found from number 7 

 

 

 

 
9. So what is the new balance at the end of the month? (Add the finance charge to the balance on the credit 

card) 

 

 

 

Minimum payments come in 2 forms. 1) The credit card company may make a SET minimum 

payment. For example the minimum payment is $25 regardless or how much you currently 

owe. 2) The credit card company may say your minimum payment is a set percentage of 

your current balance before interest. 

 
10. For this particular credit card, the company uses option 2, meaning the minimum monthly payment is 

always a set percentage of the current credit card balance.  Look back at the credit card statement.  What 

is the minimum payment for this month? 

 

 

 
11. What percentage is the minimum payment to the new balance before interest? 

 

 

 

EXTENSION 
12. Marley has a credit card with an APR of 22.75% and a current balance of $14,677.90.  Assume her 

credit card using the “set percentage” method of minimum payments.  If her minimum payment is the 

same percentage of the question before, what is her minimum payment on this credit card? 
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13. Use the TVM solver on the calculator to determine how long it will take Marley to pay off her credit 

card if she only makes the minimum payment. 

 

 

 

 

 

 

 

 

MAKING A BUDGET: 
14. As you can see, Marley is in debt. Marley makes $2,500 gross monthly income.  Assume all of her state 

and federal taxes come to 32.65%.  What is her monthly after tax income? 

 

 
15. Below are Marley’s required monthly expenses. (fill in the minimum credit card payment from above) 

Rent $450 

Renters Insurance $30 

Car  $250 

Car Insurance $80 

Utilities (water, electricity, trash, natural gas) $125 

Medical Insurance $125 

Gas $100 

CREDIT CARD PAYMENT  

 
16. After she pays all of her expenses how much money does she have left? 

 

 

 

 

17. Remember that this budget did not include Food, internet, phone or any other expenses.  Does she have 

enough to pay for those things with the money she has left over for the month? 

 

 

 

 

 

18. What recommendations would you give to Marley to alter her budget so that she could have a 

reasonable budget? 

 

 

 
 
 
 
 
 
 

 

N: 

I%: 

PV: 

PMT: 

FV: 

P/Y: 

C/Y: 
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How much will a deposit of 

$5,000 be worth in 20 years 

with an interest rate of .45% 

compounded quarterly? 

 

 

 

 

If you want to have $5,000 in 

4 years and you have a 

savings account with 1.2% 

interest compounded 

monthly, how much do you 

need to put in now? 

 

 

 

 

 You work 5 days a week for 

8 hours a day.  Your hourly 

salary is $22.50.  How much is 

your pre-tax monthly salary 

(HINT- find annual salary first 

then divide!) 

 

Your monthly salary is $3,214.  

The following taxes are 

taken out every month: 15% 

for federal income tax, 2.9% 

for Medicare, 6.9 % for Social 

Security and 4% for Georgia 

income tax.  What is your 

monthly post-tax salary? 

How much will a deposit of 

$6,000 be worth in 10 years 

with an interest rate of .75% 

compounded monthly? 

 

 

Your monthly salary is $2,997.  

The following taxes are 

taken out every month: 15% 

for federal income tax, 2.9% 

for Medicare, 6.9 % for Social 

Security and 4% for Georgia 

income tax.  What is your 

monthly post-tax salary? 

 

 

How much will a deposit of 

$4,500 be worth in 30 years 

with an interest rate of .35% 

compounded monthly? 

 

 

 

 

 

 

 

If you want to have $1,000 in 

4 years and you have a 

savings account with .699% 

interest compounded 

quarterly, how much do you 

need to put in now? 

 

 

 

 

 

 

 

You work 5 days a week for 8 

hours a day.  Your hourly 

salary is $25.80.  How much is 

your pre-tax monthly salary 

(HINT- find annual salary first 

then divide!) 

 

 

 

You work 5 days a week for 8 

hours a day.  Your hourly 

salary is $27.25.  How much is 

your pre-tax monthly salary 

(HINT- find annual salary first 

then divide!) 

 

 

Your monthly salary is $3,542.  

The following taxes are 

taken out every month: 15% 

for federal income tax, 2.9% 

for Medicare, 6.9 % for Social 

Security and 4% for Georgia 

income tax.  What is your 

monthly post-tax salary? 

If you want to have $2,000 in 

5 years and you have a 

savings account with .09% 

interest compounded 

monthly, how much do you 

need to put in now? 
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Your credit card has an APR 

(annual percentage rate) of 

28.99%.  You are charged 

interest monthly so what is 

your monthly rate? 

 

 

The balance you owe on 

your credit card is $525.  

Your monthly rate is 3.2%.  

How much will you be 

charged in finance 

charges?  

 

 

 

The minimum payment on 

your credit card is 3.4% of 

your current balance.  If your 

current balance is $525 what 

is your minimum payment? 

The minimum payment on 

your credit card is 3.9% of 

your current balance.  If your 

current balance is $935 what 

is your minimum payment? 

 

How are some people 

‘tricked’ when they get short 

term loans (pay-day loans)  

Your credit card has an APR 

(annual percentage rate) of 

22.99%.  You are charged 

interest monthly so what is 

your monthly rate? 

 

 

 The balance you owe on 

your credit card is $950.  

Your monthly rate is 2.5%.  

How much will you be 

charged in finance 

charges?  

 

 What is one practice that 

credit card companies do 

that you think is wrong? 

Describe what an overdraft 

fee is 

Your credit card has an APR 

(annual percentage rate) of 

31.99%.  You are charged 

interest monthly so what is 

your monthly rate? 

 

 

The minimum payment on 

your credit card is 3.5% of 

your current balance.  If your 

current balance is $852 what 

is your minimum payment? 

 The balance you owe on 

your credit card is $672.  

Your monthly rate is 2.9%.  

How much will you be 

charged in finance 

charges?  
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 Credit Cards  Debit Cards 

 
PART 1: PLAY SOME FOOTBALL! 

Go to the following website to play Financial Football! A game that tests your knowledge 

about finance: 

http://www.practicalmoneyskills.com/games/trainingcamp/ff/play/ FOR FOOTBALL 

http://www.financialsoccer.com/play/ FOR SOCCER 

 

You may choose to play Single Player or against a Classmate for Head to Head 

Select "Pro" Ages 14-18 

And Select a full 20 minute game. 

 

1) After playing the game, what are 3 facts that learned about finance that you didn't 

already know? 

 

 

 

 

 

 

 

 

 

 

 

 

PART 2: READ SOME STUFF! 

 

Read the information about comparing Debit Cards and Credit Cards(p.46-47).  Then 

answer the questions below.  

 

1. All credit cards charge an annual  periodic rate. (T/F) 

 

 

2. The grace period refers to the time between the billing statement date and the due date. 

(T/F) 

 

3. What are three things that can determine someone's credit limit? 

 

 

4. Interest rates on cash advances on credit cards are (higher/lower) than interest rates on 

other purchases.  

 

5. Your debit card charges an APR (T/F) 

http://www.practicalmoneyskills.com/games/trainingcamp/ff/play/
http://www.financialsoccer.com/play/
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6. You have $500 in your bank account and you just had an emergency car repair that will 

cost you $700.  Should you use your credit card or debit card? Why? 

 

 

 

 

 

7. If you are under 21 what would you need to do to sign up for a credit card? 

 

 

 

 

 

8.  Fill out 3 facts for each part of the venn diagram below (☺ they don't go away ☺ ) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

For each of the following write D. for debit card; C. for credit card and B. for both 

_____9. Can be used at ATMS 

_____10. Money immediately withdrawn from checking account 

_____11. Can be used for online purchases  

_____12. Can improve your credit score 

_____13. Have interest fees 

_____14. Have overdraft fees 

_____15. Have over the limit fees 

_____16. Can be used instead of cash 

_____17.  Covers you against fraudulent purchases 

_____ 18. Offers rewards programs 

Debit Cards Credit Cards 
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DEBIT CARDS (pay now) v. CREDIT CARDS (pay later) 
 
Let’s take a look at each. 

Pay Now: Debit Cards 
 
A debit card (also known as a check card) looks like a credit card but is an alternative payment method to cash and 
checks. When you make a purchase with a debit card, the funds are immediately withdrawn from your bank account 
and transferred into the account of the store or business where you completed the transaction. Because a debit card links 
directly to your bank account, you can spend only what you have in your account. 
 
While this helps keep you out of debt, you need to monitor debit card purchases closely and stick to your budget so you 
don’t overdraw your checking account. If you use your debit card to buy something that costs more than the amount of 
money in your account, the charge may be rejected or, if you have overdraft protection, you may be charged an overdraft 
fee. 
 
Benefits of debit cards: 
• They allow you to make the same kinds of purchases as you do with credit cards so you don’t need to carry cash. 
• Most provide the same type of “zero liability” protection as credit cards. 
• There is no APR or interest rate charged. 
• There are no monthly payments or debt accrued. 
 
Things to watch for: 
• If you overdraw your account, you will be charged a fee for each transaction. 
• If you withdraw money from an ATM machine that’s not part of your financial institution’s ATM network, you could incur 
fees on both sides – from your bank or credit union and the other institution that operates the ATM. 
 
 

Pay Later: Credit Cards 
A credit card entitles you to make purchases based on your promise to pay for these purchases at a later date. The card 
issuer grants you a line of credit, which is a promise from the card issuer to you that they will loan you any amount of 
money up to the credit limit on the account. You can use that credit to purchase goods, pay bills or obtain cash advances 
(like using an ATM).  So no money is immediately deducted from your checking account. New laws from the credit CARD 
Act of 2009 place strict limitations on issuing cards to consumers under 21. If you fall in that age group, you have to have 
a co-signer or show proof of sufficient income to repay the debt. 
 
Each month, the card issuer sends you an account statement that lists all of your purchases and the total amount you 
have purchased using the card that month.  All credit cards issue you credit which you must pay back at an annual 
percentage rate set by the credit card company. The total amount is called your balance. When you pay the full amount 
of the balance, the card issuer charges you no interest for this service. If you do not pay the full amount, the balance 
on your card account becomes a loan to you from the card issuer and you begin paying interest on this loan in 
ADDITION to the balance you already owe.  Essentially you are paying for the fact that you are in debt.  
 
 
Benefits of credit cards: 
• They let you buy items in stores, online, on the phone or through a mail order catalog without using cash.  Or buying 
items that are expensive in one purchase like a new laptop 
• They help you to establish credit history if you use them wisely. 
• Enable you to purchase airline tickets, reserve hotel rooms and rent cars – all transactions that can be difficult to do 
using cash. Many debit cards cannot be used for this 
• Provide access to cash advances in case of emergency. 
• Depending on the credit card issuer, their rewards program may provide points with each purchase that can be used to 
receive free airline miles, merchandise or cash back on purchases. 
 
Things to watch for: 
• Credit cards make impulse buying easier, which can throw off your budget and increase your level of debt. 
• Items charged cost more (cost of item + interest) unless you pay the balance in full each month. 
• Late payments may incur fees, increase interest rate and negatively impact your credit rating. 
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• If you don’t monitor spending carefully, your purchases can push you over the credit limit, resulting in an additional 
fee. This could also increase your interest rate and lower your credit score. 
• While cash advances can be helpful in emergencies (using your credit card at the ATM), these incur a very high interest 
charge.  
 
Key Terms 
• Annual fee – This is a fee that some, but not all, credit card issuers charge to use their credit card. 
 
• Annual percentage rate (APR) – Also known as interest rate, it is the percentage used to compute the finance charges 
on an outstanding balance. 
 
• Available credit – The amount of unused credit available on your credit card account. 
 
• Cash advance transaction finance charge – Most credit cards let you obtain a cash advance from your account, but 
there is a dollar limit and you may be charged an additional fee for this transaction. Plus, interest rates charged for cash 
advances are often higher than the rates for purchases. 
 
• Cardholder agreement – This document details the terms and conditions of your credit card account. It will include your 
APR, any applicable annual fee, penalties and other costs associated with the use of the card. 
 
• Credit line (or credit limit) – The maximum amount you are allowed to carry as a balance on the card.  The amount of 
your credit limit is determined by your income, your credit score and your payment history (on-time payments) 
 
• Finance charge – Based on the interest rate, this is the amount of interest you pay on the outstanding balance. 
 
• Grace period – The period of time between the billing statement date and the date full payment must be received before 
interest is charged on your account balance and new purchases. 
 
• Introductory rates – The APR offered by a credit card company as a promotional offer, which can vary from a few 
months to a year. The rate is then adjusted to the standard APR. 
 
• Late payment fee – Amount charged if your payment is received after the billing due date. 
 
• Minimum monthly payment – The amount due based on the percentage of the outstanding balance, or a minimum 
fixed amount. 
 
• Overdraft – When you write a check or make a withdrawal from your checking account that leaves you with a balance 
below zero. If you sign up for overdraft protection, your bank will cover the transaction but will likely charge you an 
overdraft fee to do so. 
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Frontline: The Card Game 

1. How much debt have credit cards created in the past 30 

years? 

 

 

 

2. How much money did the credit card company Providian 

make in a year? 

 

 

 

3. What does “un-banked” refer to? 

 

 

 

4.Name at least one credit card ‘gimmick’; they call them stealth pricing . 

 

 

 

5. Describe what the credit card company charged to the woman, how much did she end 

up paying in fees? 

 

 

 

6. What did the credit card companies do to Don Bolinger? 

 

 

 

7. What was one of the reasons for the 2008 stock market crash, for example what were 

people doing to pay off debts? 

 

 

 

8.  Why did it take a near collapse of the economy to create a bill regulating Credit Cards? 

 

 

 

9. What is one of the loopholes of the CARD law? 

 

 

 

10. Describe the shady practice that the credit card did to either Pam Swinski the free-lance 

author or Ben Collins the small business construction owner. 
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11. How can banks make money on debit cards/ free checking accountings? 

 

 

 

12. How much did Josette Wermeth  have to pay TOTAL overdraft fees that she did not know 

she was accumulating? 

 

 

 

13. How much do “pay-day” lenders lendout per year? 

 

 

 

14. How much did the $255 cost in fees and what would have been the annual interest rate? 

 

 

 

15. What does the Truth In Lending Act require? (TILA) 

 

  

 

16. What does Elizabeth Warren suggest is necessary to make sure banks and credit cards 

companies do not abuse their power? 

 

 

 

Wait until the video has ended before answering the following 

17.OPINION: Do YOU think there should be a government agency that regulates banks and 

credit cards?  Provide at least TWO arguments to support your side.      
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You’ve Graduated College….. NOW WHAT?! 

For this project you are going to be planning out your monthly budget for when you have graduated 

from college.  Remember that all of the following will be for AFTER COLLEGE. 

SALARY (post-tax monthly salary) 
a. Research a job that you plan on going into and find the STARTING SALARY for that job.  Use the bureau of 

labor and statistics website http://www.bls.gov/oes/current/oes_nat.htm#00-0000.  When you find your job click 

on the link and use the 10% percentile wage as that will be closest to the national average for a starting position.  

Note that you cannot pick a job that you do not have the necessary education for.  For example you cannot be a 

doctor with only an undergraduate degree. Determine the monthly income POST-TAX! (assume taxes are 32.65% 

of your monthly income) 

 

COLLEGE LOAN (monthly cost) 
b. Research the college you are planning on attending.  Calculate the tuition for 4 years (and indicate if you will or 

will not be living on campus-that changes the cost) A direct subsidized loan is a 10 year payback at 4.35% and the 

maximum you can take out is 50,000. If 50,000 will not cover it you can take out an additional UNSUBSIDIZED 

loan which is a 6.08% interest rate (it can be a 10, 15 or 25 year payback). Use the TVM solver to determine the 

monthly payments.  Take out a subsidized loan FIRST because it won’t accumulate interest while you are in 

college ☺    

 

CAR LOAN (monthly cost) 
c. Next, you will have to research getting a car loan.  Find an actual car that you want to buy.  Research current car 

loan rates by searching for “auto loan rates.”  Use the TVM solver on your calculator to determine what your 

monthly car rates will be. You can choose a payback of 3-5 years and you can choose to make a down payment or 

not 

 

APARTMENT (monthly cost) 
d. Now, you will research renting an apartment.  Find an actual apartment that will match your needs for when you 

graduate college. If you cannot afford the full rent, you can get a roommate to split the rent with.  

 

OTHER MONTHLY EXPENSES 
e. Do some research to determine the monthly cost for the following budget needs.   I have given you some 

information already 

 MONTHLY COST Where/How you determined the 

monthly cost 

Cell Phone    

Internet   

Cable (or Netflix or other streaming 

services) 

  

Water $25 GIVEN 

Electricity/Natural Gas $75 GIVEN 

Car Insurance $100 GIVEN 

Renter’s Insurance $30 GIVEN 

Health Insurance $125 GIVEN 

Gas (for car)   

Food   

Entertainment/Personal   

Savings   

WHAT’S LEFT OVER 

f. You must (no matter how small) have a positive balance at the end of the month.  If you do not, then you need to 

make adjustments to be positive amount 

http://www.bls.gov/oes/current/oes_nat.htm#00-0000

