WARMUP from FRIDAY

WHICH IS THE BETTER DEAL?

	METRO: 

One box of 350g Cheerios cost $4.99


	WALMART

One box of 1200g Cheerios cost $7.99




3.6 – Installment Plans  

ADD THE FOLLOWING DEFINTION TO YOUR GLOSSARY ON PAGE 5
INSTALMENT PLAN:  Installment Plans allow you to make many payments over time toward the total cost. This is good if you can’t afford something expense. You can pay for it over a certain amount of time.

Alex’s family wants to buy a new flat screen television for their home.  The television sells at SEARS for $1599.99.
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a) Estimate the after-tax cost of the television.

b) Calculate the actual after –tax cost of the television.

(FASTER METHOD:  Multiply by 1.13)

c) What is the difference between your estimation and the after-tax cost?
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2. The store offers an installment plan.  The cost of the television can be divided between 12 equal payments.  How much will each monthly installment be?

3. Why do you think Sears offers its customers a monthly payment plan?

4. Alex’s family finds another electronics store.  The television costs the same as at Sears or it can be purchased for 36 monthly payments of $69.99.  Why do you think they set the monthly price at $69.99 and not $70?

5. How many years will it take to pay of the television at this store?

6. Calculate the total cost to Alex’s family of purchasing the TV at the second store using the installment plan.

7. Calculate the difference between the total price of the TV using the installment plan and the after-tax cash price. The difference in cost is like the interest paid on a loan.

8. They decide to go to a third store.  The television also costs $1599.99 at this store.  However, they are having a special deal on the television.  Today only, the cost of is 20% off the regular price for customers paying in cash.  For customers using the installment plan, the down payment is 10% of the regular price plus 12 monthly payments of $125.
a) What is the before-tax sale price of the television for customers who pay cash today?

b) What is the after-tax cash price of the television today?   (Hint x 1.13)

c) What was the after-tax cost of the television yesterday?

d) How much do customers save if they buy in cash today?

e) Calculate the total of the 12 monthly payments.

f) Calculate the down payment.

g) Calculate the total cost of the television for a customer who chooses the store’s installment plan.

h) Calculate the difference in cost between paying cash today and paying using the installment plan.

