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Lesson Eleven Concepts 
 

 Introduction to debit card banking 
 Calculating service charges for using a debit card  
 Recognizing various features of point of purchase transactions and ATM usage 

 

Debit Card Banking 
Banking or debit cards are the ultimate in convenience. More than 34 million banking 
cards are in circulation among an adult population of 21.8 million. Canadians love their 
banking cards using them more than 2.8 billion times in 2004. That's an average of 88 
times a second for every hour of every day. 
 
In 2001, consumer tracking research conducted by Interac Association 
indicated that, for the first time ever, Interac Direct payment has surpassed 
cash as Canadian's preferred way to pay. 
 
Direct payment means that the purchase of an item or service is paid for immediately 
by electronically transferring money from the buyer’s account into the seller’s account.              
 
The Plus ATM system allows access to bank accounts from many international ATM’s 
that also offers the Plus ATM system. 
 
ATM (Automated Teller Machine) or ABM (Automated Banking Machine) 
Shared Cash Dispensing allows Canadians to obtain cash or a cash advance 
using their banking, credit or charge card from any Automated Banking Machine (ABM) 
not belonging to their financial institution, 24 hours a day, seven days a week 
 

 There are now over 47,000 Automated Banking Machines located across the 
country  

 Of 22 million adult Canadians, 86%, (18 million) Canadians hold a banking 
card  

 
Bank machines offer many or all of the following characteristics: 
 

 Withdraw cash 

 Deposit cash or cheques 

 Pay registered bills, including credit card bills 

 Transfer funds between accounts 

 Check account balances 

 Change your Personal Identification Number (PIN)  

 Select your telephone and online banking password 

 Purchase prepaid cellular and long distance 

 Update bankbooks 
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Most financial institutions (banks, credit unions, etc..) allow its own members to 
withdraw cash from it’s own bank machines without added service charges. 
 
When a person withdraws money using their debit card in an ATM that does not belong 
to their own bank they are subject to two service charges. 

 

 One from their own bank 

 One from the bank that owns/operates the ATM being used 
 
Example 1 
 
Calculate the service charges of doing banking using an ATM and Interac purchases 
during the month.   David belongs to the CIBC bank and used a CIBC bank machine to 
withdraw cash 12 times and to pay bills 7 times.  He also withdrew cash from a non-
CIBC ATM 6 times.  He also used his debit card to purchase items 21 times during the 
month.  The account information is given below: 

 
Account Information 

 

 Up to 20 transactions for $6.50 per month and $0.75 for each transaction over 
20. 

 $1.50 for each transaction from an non-CIBC ATM 
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Support Questions 
 

1. For each situation calculate the monthly service charges. 
 

a. Calculate the service charges of doing banking using an ATM and Interac       
purchases during the month.  Kathy belongs to the RBC bank and used a 
RBC bank machine to withdraw cash 17 times and to pay bills 12 times.  She 
also withdrew cash from a non-RBC ATM 13 times.  She also used her debit 
card to purchase items 17 times during the month.  The account information       
is given below: 

 
      Account Information 

 

 Up to 15 transactions for $7.25 per month and $0.60 for each 
transaction over 15. 

 $2.00 for each transaction from an non-RBC ATM 
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b. Calculate the service charges of doing banking using an ATM and Interac       
purchases during the month.  Erin belongs to the BMO bank and used a BMO 
bank machine to withdraw cash 10 times and to pay bills 3 times.  She also 
withdrew cash from a non-BMO ATM 4 times.  She also used her debit card 
to purchase items 12 times during the month.  Erin managed to keep her 
monthly balance above $2000 for the entire month.  The account information 
is given below: 

 
      Account Information 

 

 Up to 6 transactions for $3.75 per month and $0.75 for each transaction 
over 6 

 $1.50 for each transaction from an non-BMO ATM 

 All BMO based transactions are free if minimum balance of $1500.00 
maintained in the account at all times 
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Key Question #11 
 
1. For each situation calculate the monthly service charges. 

 
a. Calculate the service charges of doing banking using an ATM and Interac       

purchases during the month.   Jill belongs to the BMO bank and used a       
BMO bank machine to withdraw cash 14 times and to pay bills 6 times.  She       
also withdrew cash from a non-BMO ATM 8 times.  She also used her debit       
card to purchase items 22 times during the month.  Jill’s was unable to     
maintain a balance above $1500 for the entire month.  The account       
information is given below: 

 
      Account Information 
 

 Up to 20 transactions for $7.50 per month and $0.50 for each transaction 
over 20 

 $1.50 for each transaction from an non-BMO ATM 

 All BMO based transactions are free if minimum balance of $1500.00 
maintained in the account at all times 
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b. Calculate the service charges of doing banking using an ATM and Interac 
purchases during the month.   Devon belongs to the RBC bank and used a 
RBC bank machine to withdraw cash 7 times and to pay bills 2 times.  She 
also withdrew cash from a non-RBC ATM 5 times.  She also used her debit 
card to purchase items 9 times during the month.  The account information is 
given below: 

 
      Account Information 
 

 Up to 10 transactions for $4.50 per month and $0.70 for each transaction 
over 10. 

 $1.50 for each transaction from an non-RBC ATM 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
2. Why would a person choose an ATM that belongs to a bank other than the bank 

they belong to? 
 
 
 
 
 
3. Some stores offer cash back after a purchase.  Name one advantage and one 

disadvantage of getting cash back? 
 
 
 
 
 
4. Give 4 services that an ATM can offer. 
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Lesson Twelve Concepts 
 

 Introduction to credit card application forms 
 Characteristics of various credit cards 

 

Credit Cards   
 
Credit cards allow a person to buy items without paying for them immediately.  A credit 
card is considered a way of borrowing money for a short period of time.  Most credit 
cards charge a higher than usual annual interest rate.   
 
Some stores have their own credit cards that can be used to purchase at their own 
stores. 
 
Across Canada there are 3 major credit card suppliers.  These three companies are 
Visa, Mastercard and American Express.   
 
All companies that offer credit cards have application forms.  Below is an example of 
what one such application could look like. 
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Credit card application…continued. 
 

 

 
 

Support Questions 

 
1. Use the above application to answer the following questions. 

 
a. Why do you think the application asks the type of work and how long the              

person has been employed with that employer? 
 
 
 
 
 

b. Why is housing information important to the company potentially issuing the              
credit card? 

 
 
 
 
 
2. Other than credit cards what are other ways of purchasing and paying for them 

later? 
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Choosing a Credit Card 
 
Credit cards often come with conditions and applicants can often choose a credit card 
that best suits their credit card needs. 

 
 

Support Questions 

 
3. Use the credit card information below to answers the following questions. 

 
a. What is the annual fee on the credit card?    
 
b. What does it mean by minimum credit limit?       

 
c. What is the credit card’s annual interest rate?    

 
d. What do you think the purpose of additional cards would be? 
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Key Question #12 
 
a. The following is an example of a general credit card application. 

 

 
 

a. Why do you think employment status and occupation important to the credit card company? 
 
 
 
 

 
b. Do you think date of birth is important information to the credit company?   Explain.  

 
 
 

 
 

c. Why is the applicant’s home address important to the credit card company? 
 

 
d. Why do you think residential status is important to the credit card company? 
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e. Why do you think the credit card company wants the employer’s name and 
phone number? 

 
 

f. Why do you think the credit card company cares about how long the applicant 
has worked for his/her employer? 
 

 
 

 
 

g. Why do you think the credit card company wants to know the amount of employment income? 
 
 
 

 
h. Why do you think the credit card company wants to know the applicant’s monthly housing 

payment? 
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2. Use the information for the following two credit cards to answer questions following. 
 

 

 

 
 

a. What is the annual fee for each of the credit card offers?      
 
b. Why do you think the annual fee varies from card to card?     
 
c. What is the minimum credit limit of the Mosaik mastercard?     
 
d. What is the maximum credit limit of the American Express?     

 
e. What are the annual interest rates for each of the credit cards?     
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3. Suppose you are charged interest on an item that you 

purchased on a credit card.  Which of the two cards would be 
the best to use? Explain. 

 
 
 
 
 
 
 
 
4. Credit limits are the maximum you are allowed to owe on the card at any one time.  

You can request a credit limit increase.  If you do, the card issuer checks to see if 
you owe money on other loans and credit cards before giving the increase.  Why do 
you think the card company does this?  
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Lesson Thirteen Concepts 
 

 Understanding factors that influence the cost of a loan 
 Calculating interest on a loan 
 Calculating the total cost of a loan 
 Interpreting amortization tables 
 Understanding the effect on interest by the length of time in the loan 
 Recognizing advantages and disadvantages of borrowing 

 

Loans 
 
A loan is when money is borrowed with a legal promise that it is to be repaid.  People 
take out loans to buy something specific like cars, vacations, RRSP’s, home 
improvements, etc… Some people also take out loans to consolidate debt, which 
means to take out a loan to pay off other existing debts from other loans and/or credit 
card debt.  Consolidating debt can take many various payments and make just one 
payment.   

 
The cost of a loan varies depending on several factors: 

 The amount of the loan 

 The length of the loan 

 The amount of the regular payments 

 The rate of interest 

 The number of regular payments paid in a year 
 

Example 1 
 

How much is the cost of a loan when $18 500 is borrowed and monthly payments for 
four years of $430 are made to pay off the loan. 

 
Solution:  4 x 12 = 48 monthly payment for the loan 

 
Total cost of the loan  = 48 x 430  
                                    = $20 640  
 

Example 2:  What is the total amount of interest paid on a 5 year loan of $20000 
with monthly payments of $404.57? 
Solution:  5 x 12 = 60 monthly payments 

 
Total cost of the loan  = 60 x 404.57 
                                   = $24274.20 
 
Total interest paid   = Total cost of loan – Amount of original loan 
                               = 24274.20 – 20000 = $4274.20 
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Support Questions 

 
1. For each of the situations below, what is the total cost of loan and the amount of 

interest paid on each loan. 
 

a. $3000 loan for 1 year with monthly payments of $258.20 
 
 
 
 
 
 
 

b. $12000 loan for 3 year with monthly payments of $370.53 
 
 
 
 
 
 
 

c. $8500 loan for 4 year with monthly payments of $220.51 
 
 
 
 
 
 
 

d. $35000 loan for 5 year with monthly payments of $658.89 
 
 
 
 
 
 

e. $5000 loan for 2 year with monthly payments of $241.25 
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Amortization Table 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Principal is that amount of the payment that is subtracted from the original loan. 

Support Questions 

 
2. Refer to the amortization table given below. 

 
a. How many years is it going to take to pay off this loan? 

 
 
 
 
 

b. How often do the payments occur? 
 
 
 
 
 
 

c. How much will the loan have cost in total? 
 
 
 
 

d. What do you notice about the amount of interest as more payments occur? 
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e. What do you notice about the principal as more payments occur? 
 
 
 
 

 
 

Key Question #13 
 

1. For each of the situations below, what is the total cost of loan and the amount of 
interest paid on each loan. 

 
a. $4500 loan for 3 year with monthly payments of $137.92 

 
 
 
 

b. $9000 loan for 2 year with monthly payments of $400.92 
 
 
 
 

c. $6500 loan for 2 year with monthly payments of $293.98 
 
 
 
 
 
 



MEL3E – Mathematics for Everyday Life  Support Question Answers 

 
 

2. Refer to the amortization table given below. 
 

 
 
a. How much is each regular payment?  

 
 

b. How many years is it going to take to pay off this loan? 
 

 
c. How often do the payments occur? 

 
 

d. How much will the loan have cost in total? 
 

 
e. How much interest was paid in total? 

 
 

f. What do you notice about the principal as more payments occur? 
 
 
 
 
 
 
 
 
 

 
 
 



MEL3E – Mathematics for Everyday Life  Support Question Answers 

Key Question #13 (continued) 
 
3. Brianna is trying to decide whether to take out a 1 year loan or a 2 year loan for 

$4000.  Both have monthly payments and the same annual interest rate.  The 
amortization tables for both are given below. 

 

 
 

 
 
a. What is the monthly payment for the 1 year and 2 year loan? 

 
 
 
b. What is the total cost of the loan for both the 1 and 2 year loans? 
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c. How much interest was charged for the 1 and 2 year loans? 
 
 
 
 

d. Why is there more interest on the 2 year loan? 
 
 
 
 
 

e. Why might a person choose a 2 year loan even if it cost more? 

 
 
 
 
4. Describe the effect on the amount of the payment and the total cost of the loan for 

each of the following situations.  
 

a. The interest rate changes to 7.9% from 6.5%. 
 
 
 
 
b. A down payment of $2500 was paid. 

 
 
 
 

c. The length of the loan was increased to 4 years instead of 3 years. 
 
 
 
 

 
5.  Give two advantages and two disadvantages of borrowing. 
 

 
 
 
 
 
 
 

 


