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LOANS – Level Two  

Life Skills - ANSWERS  
 

You may wish to ask a tutor to look at your answers so they can mark them and 
give you an independent view. This answer sheet gives you various examples but 
there are many answers for some of the questions so just use the answer sheet for 
guidance.   

Question 1  

Can you think of three other times when a person might need to take out a loan?   

Example answers:  

 Consolidation loan  
 Emergency repairs (washing machines/boiler) 
 To pay for a wedding/special event 
 To pay bills  
 To buy/repair a car 

 

Question 2 

Applying for a loan should be taken seriously and you should think carefully 
before you decide to take one out. List three factors someone should consider 
before taking out a loan.  You can use the internet to help you. 

Example answers:  

 If they can afford the repayments  
 The interest rate of the loan  
 The term of the loan (how long you have to pay it back) 
 If the company is legitimate 
 What might happen if you can’t pay  
 Do they really need the loan?  
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Question 3 

Use the table to show three examples of a loan being used for positive reasons 
and three examples of it being used for negative reasons.  

Example answers:  

Positive Reasons Negative Reasons 

To buy a reasonably priced car to get to your 
job 

To buy a new games console 

To take out a career development loan to pay 
for a professional course 

To pay back a friend or family member 

To pay for house improvements that add 
value to your property 

To pay back other debts such as credit 
cards 

For a student loan as part of a university 
degree course - which is a long- term 

investment 

To pay for Christmas presents 

 

Question 4 

Can you find two other financial products, apart from a loan, in which an APR 
rate is used?  

Example answers:  

 Mortgage  
 Credit card 
 Hire purchase agreements  

 

Question 5 

The table should be completed with information from online research. 

 

Question 6 

What is the difference in the overall amount you pay back for the first loan on 
your list compared to the third loan on your list? Show your working below.  

You should do a subtraction by taking the bigger amount away from the smaller 
amount.  
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Part Two  

Question 1 

List three factors to consider when deciding whether to buy the cheaper or 
more expensive phone. 

Example answers:  

 Can you afford the most expensive phone each month?  
 Does the cheaper phone meet your requirements? 
 Are the extra features on the most expensive phone worth over £30 extra 

per month?  
 Do you need all the extra features? 

 

Question 2 

Work out how much more you would pay for the more expensive phone over a 
period of two years. £804 

2 years is 24 months  

£55 x 24 = £1320 

£21.50 x 24 = £516 

Find how much more by doing a subtraction 

£1320 – 516 = £804 

 

Question 3 

a) Preena applies for a loan of £2,500 which has a representative APR of 17%. She 
will pay back the loan after one year. How much does she have to repay?  £2925 

£2500 x 0.17 = £425 interest 

OR 2500 x 17 = 42500 then divide by 100 = 425 

Preena repays £2500 + £425 = £2925 

 

b) Jermaine applies for a loan of £4,500 which has a representative APR of 27%.  
He will pay back the loan after one year. How much does he have to repay? £5715 

£4500 x 0.27 = £1215 

OR 4500 x 27 = 121500 then divide by 100 = 1215 

£4500 + £1215 = £5715 
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Part Three  

Question Four 

Tick anyone on the list below you think is entitled to do a credit check on a 
person.  

 Banks and building societies 
 Credit providers 
 Utilities suppliers (e.g. gas, water and electricity) 
 Letting agencies and landlords 
 Relatives 
 Mobile phone companies 
 Employers  
 Debt collection agencies 
 Government agencies 
 Insurance companies 
 Friends  

Note: employers can do credit checks but only have access to public information 
rather than the full report.  

 

Question 5  

List three reasons why a person might be turned down for credit. You can use 
the internet to help you.  

Example answers: 

 You have not got a history of paying back money before – it could be you 
have never applied for credit 

 You have not got an address on the electoral roll   
 You have missed payments in your default history 
 Mistakes on your financial records  
 You have made too many credit applications in a short space of time  
 You have not informed current lenders of changes such as name changes 

or changes of address 
 If you have too much credit against your name at the time of applying  
 A person associated with you has poor credit (someone you have a joint 

account with)  
 You have made a mistake on your credit application  
 You don’t meet that lender’s requirements (age, income)  
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Question 6 

Write a summary to a friend about what factors to consider when taking out a 
large personal loan and the effects on their financial future.  

 

Your work should: 

 Include details about factors to consider. At least three factors should be 
described 

 Include the effects of taking out a large loan 
 Be suitable for a peer to read  
 Include some factual information and terminology  

 

You should check your: 

 Spelling 
 Punctuation 
 Use of sentences  
 Grammar  

 


