
NGPF Activity Bank
Financial Pitfalls

FINE PRINT: Payday Loan Agreement

❖ Teacher Tip: If you prefer to administer this activity using a Google Form, please see the answer key for the
Google form link. You can find this on the Unit Page this resource is in.

In this activity, you will explore a payday loan agreement in more detail to understand its various components. Then, you
will answer questions using the payday loan agreement below.

Part I: Read The Fine Print
Analyze this sample payday loan agreement and answer the questions that follow.
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1. What is the borrowed amount for this payday loan agreement?

a. $100

b. $200

c. $300

d. $400

2. This loan payment is due ____ days after the finance date.

a. 7

b. 14

c. 21

d. 35

3. How much did Ron need to pay upfront?

a. $20

b. $36

c. $200

d. $236

4. How many payments should Ron make on the repayment date?

a. 1

b. 3

c. 14

d. 36

5. The APR for this loan is 469.29%. What does this mean?

a. If Ron had this loan for a year, the annual interest charge would be $469.29 more than the principal

amount borrowed.

b. If Ron had this loan for a year, the annual interest charge would be $938.58.

c. Ron's loan will be worth 469.29% more if he waits a year before paying it off.

d. Ron has 469 days to repay his loan before it goes into default.

6. In what kind of situation might Ron be entitled to a refund of part of the finance charge?

a. If Ron paid off the loan on 11/30/2005.

b. If Ron paid half of the finance charge when signing the agreement.

c. If Ron paid off the loan before 11/28/2005.

d. If Ron missed his payment due date.

7. What information is included in this loan agreement that would NOT be included if Ron had gotten a loan from a

bank or credit union?

a. Ron’s phone numbers

b. Ron’s physical features, such as his eyes, race, height, and gender, in case the lenders need to track him

down

c. Ron’s address

d. Ron’s social security number
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8. All of the following could happen if the payday loan is not paid back EXCEPT...

a. Lenders may charge a default fee of $20.00

b. Lenders may go to court and get a judgment against you for the unpaid amount

c. Lenders could charge you for their attorney (if necessary) and court costs

d. Lenders would be in possession of your auto title loan.

9. If Ron does not return to the payday lender with $200 in cash or certified payment by 11/28/2005, what will

occur next?

a. The lender will charge Ron the default fee of $20

b. The lender will cash the post-dated check he gave them at the time the loan was granted

c. The lender will send the police to Ron’s residence

d. The lender will visit Ron’s workplace and garnish his check on payday

10. APRs for credit cards can range from about 9% to 30%. How does the APR for this loan compare?

a. The payday APR is incorrect in this loan agreement.

b. The credit card APR is about 15 times more than the APR for this payday loan.

c. This payday loan APR is about 15 times more than the APR for most credit cards.

d. The APRs for both credit cards and payday loans eventually even out over the course of 15 years.

Part II: What Did You Learn?
Use what you learned from analyzing the payday loan agreement to answer this question.

11. Using information from the payday loan agreement, explain how payday loans can cause many consumers to fall
into vicious cycles of debt.
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