KNOW YOUR DEBT LIMITS DECISION MAKING ACTIVITY-Lois Lewis AAFCS 2012 Teacher of the Year

Level:  High School

Introduction:  (This activity accompanies p. 20 in the NEFE Module 02:  Borrowing.)

Review the 20-10 Rule for determining how much debt is OK:  Amount borrowed should be less than 20% of annual net income and monthly payments should be less than 10% of monthly net income.

1.  Create scenarios using realistic annual net income amounts and identify potential purchases such as a car, a house, a cabin, a boat, a recreational vehicle, etc.

2. Cut out and mount photos (from magazines) of potential purchases on large index cards and write down the purchase price in large print on the cards.

3.  Type out and attach the scenario to the back of the card and put the card inside an envelope along with a decision making card.

4.  Hand out envelopes randomly to students and have them open the envelopes and read their scenarios.
5.  Each student must fill in their name and the item being considered for purchase on the decision making card, as well as the price of the item.  Also fill in the annual net income and monthly net income amounts.

6.  Each student must then figure the maximum total debt based on the annual net income provided in their scenario.  Write this amount on the card.

7.  Each student must also figure the maximum monthly payments based on the monthly net income calculated from their scenario.  Write this amount on the card.

8.  Using the limits calculated in #5 and #6 above, each student must determine whether or not the individuals in the scenarios can afford the potential purchase indicated in the scenarios.

9.  Each student should fill in the rest of their card and explain to the class whether or not the individuals in their scenario can or cannot afford their potential purchase and why.













Lois Lewis, CFCS, MN  2014
                       KNOW YOUR DEBT LIMITS DECISION MAKING CARD


Name _____________________________


Item to Purchase and Price:  _______________________________________


Annual Net Income: _______________________


Maximum Total Debt based on 20% of Annual Net Income:  ______________


Monthly Net Income:  _____________________


Maximum Monthly Payments based on 10% of Monthly Net Income: ______�                  


DECISION:


_____  I can afford this purchase.  Why?______________________________


_____  I cannot afford this purchase.  Why not?  _______________________











