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Purpose of the Module

w

o This ‘

!

-eries of Consumer:Education Modules haq been developed in
ag effort to‘éducate’individual adult cqgshmers‘in yhaL havé been
. determined to be the most important general areas of consumer affairs
educ;tion; Community leaders, extension personnel, educatorsd, %&ﬁ"lh - 3
ancial.céunselors, and people in businésé.are encouraged'to use
° thebg\?qdules im,%oqductiﬁg group sessions for ;dults interest;d-in
develoﬁing more competencgfin vagiods_areas of cgmsumer educatién.
¢ ' Each module is self-contained in that soméone with no prior

experiénce in teaching, coordinating, or directing learning can be

successful in conducting a group consumer learning session.
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. Introduetion* ' ’
- | B I R ; *
' ‘Many Americans use credit in one form or another and understand
basically, what .consumer ckedit' is all abzut. We are also familiar

“:with the term; credit. Credit is a trust that goods and services
received now will be paid for in the future. Thevresponsible-use of

" credit, however, : ga ﬁn 1nvolved procedure with many important aspects

to be corsidered. Everyone should know wore about tH1s service. We

should know how ‘to obtain credit. and how to use it wisely.

iv
o

‘This module contains two suggested approaches to help. yofi, as
the 1eader, hHelp othérs become more responsible corisumers in the area
*of consumer credit. Both an.overview approadc and .an 1n-depth approach

- sage presented for your use. - , . .
v ' . s 7 .
. Jes o )
é éntentﬁ, of the Module cor . £ : . . .

- A}
.o .
tl{;ﬂ&s podule, entitled "Obtaining and Using Consumer Credit,"
on hs the following components or areas, of understanding

»
~ I. ' REASONS FOR USING'CREDIT -
IT: CONSEQUENCES OF CREDIT USAGE ..~ - \
IIT. -TYPES AND SOURCES OF CREDIT = -+ -
' IV. CREDIT AND YOUR CREDIT RATING
V. KNOWI YOUR RIGHTS AND RESPONSIBILITIES
‘CONCERNING CREDIT -
Each component’ includes an overall objective,. further specific
objectives, competencies which, hopefully, the learner will have
developed upon compleRion of the subpart, a-narrative-form outliife
containing the information to be covered, leader activities, and .
.transparency masters (located in the Appendik)-which can be used on an
optional basis to implement the sugges¢ed activities. Much of this
information 1s included for your benefit and will not be-sgen by “the
learners. You will want to.read and examiné the entire module carefully
before presenting it to the learners. This will help you to understand
the information in the module more fully, and will allow you to make some
tenative dhoices about which activities to use in the learning situation.

¢
v

Other features of the module are the glossary, sources of further
reference, an evaluation device, a form for you to return concernng
your reactions to your use of this module, and an appendix.

\

Overview Approaches

There dre two overview approaches included as suggested presen-
tations for one session which covers all of . the material in the module
in a 50 minute time period. These‘ceuld be used at dinner meetings or
1uncheons, as a program for a men's or women's club meeting; as a
program for the elderly; or any other meeting of adults who might be
interestgg in learning to improve their use of consumer credit. The

)



The activiti

vxuand can be done 1f

. labeled 'O

P Y ‘ .

°

first of these presentations 1is a "Leader/Lecture—Oriented Presen-
tation". 1In thig overview; you as the leader would do all of the
talking and explaining unleaa, of tourse, there are questions.

The second of these presentations 1s a "Diacusaigh—Oriented Pre-:
sentation". In this overview, you as the' leader would: explain some

of the information and then encgurage the group to contribute by asking
them questions, having them draw conclusions about a case study, .

and so forth. You should review both of these preaentations thoroughly
before deciding which overview approach you would feel more comfortable
using or which would be more appropriate for your group of adults.

It may be that.you will present the overview to a group of adults :)
whose interest in:the area of comsumer credit will bevincrease

your presentation. “'If they ‘express a desire to learfi. mofe. dboyd

0

consumer ¢redit, the 1fi-depth approach can then. ?9 used,

same group, td’cover any particular Area of inte eet, or. to cover
all five,components. ' v —~ : o S

In—deprh Approach

.

+ The in-depth approach is for presentatiens which cove
‘the material in the module. in five sessions of fifty minu
(Seaaion #1 \would cover I and 1I, Sesaion #2 would 'cover /AN ,\ Sea-
gioh #3’w0u£§§cover IV, and Sessiona #4 and #5 would deal wikh\ V.)

on the Leader Ac &fud.t;ies page for this flp roach are

méte specific ahd go er the ma 1 on the preceding‘"Conce tua A
Outline" page in mo detail. /The leadex activities for eac ji
unit are suggestions. Those which are strongly "Recommended")apnd -
most. vital to-accomplishing the objectives ar ‘Labele&, "R". ose

dctivities which are "Suggested™ afid may be sfecessary for adding

depth to the learn}g are labeled,"S". Thosd which are "Optional"’
ime permits, are labeled, "O".! ,~ ‘} ol

You shduld select what you believe to be the mosgt:-suitable
activities for accomplishing each objective with yo§54¥artrcular
group of adults. This may depend upon the people in your group,

o the facilities and equipment available to you, the time you have"
0 present -the material, and the degree to which you, feel eomfortable

using the.various methods of presentation. Emphasize first, those -\J“

activities labeled "R", next; those labeled "S"; and finally, 1if
time permita//ﬁhd should you decide it would be beneficlal, those
It

is not advisable to use activities out of sequence

unless, .of course, you have determined that your adults already (

possess some'of the more important competencies:
- N

a3 - ’ '
Wherever an 4sterisk (*) appears, there 1s a transparency master,

which can be used for-that particuldr activity, located in the Ap-
"pendix. You may prefer to make and distribute handouts of ‘the in-_ .
formation, use a flip chart, write -the information on a chalkboard,
or use any other activity which will hélp to accomplish the stated
objectives. Each activity 1s stated in such a way that you can use
whatever method of presentation you are most ‘comfortable with and
whichever you feel will be most effective far your particular group

\ i
R ki

»
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g 45£§;earner9 Imagina ion and Kedtivity in the method of presen-
ta ’ ‘

on ar¢ encouraged e ’hg L . -

. ' gg ested Procedure for Use of Each Comppnent of ;he Module
| -/,

e

[
#* h
- #

y Alrst of all, inform the group of’ the ‘major and agpcific
ohﬂectives for the unpdit; This can be done either by readipg them
to the,gronpvbr by shbwi the combonent transparency. At this.
: ‘time, the first agti ity ) 3u1d ‘begin. Activity Number One in_ggch
‘ ﬁ} 'comanent$}s especi ‘designed to serve as an oragl pretest fof
tbe adults’ in you grpup. /This i1s-.a unique fegture of theae Consumer
Kducation ‘Modules._. This a ctivity consists of a.1list of quéstions
2 which- you can ‘ask 'to begi the: dfscussion to introduce: the unit,
to stimulate thought, and Ner$} importantly, to determine to what
L s,ddegrpe the learners in y roup already hdve an understanding
B of the infdrmation. If,ggfter presenting- the firat two or three
. 44 questions, you have succeeded in eliciting a favorable response
; from the group, you may wish to procee .immediately to stating
L the generalization' This method of transition to the seéond activity
18 an approagh that w &1 help you save - t’me.

2. Proceed £'th the second leader activity ﬁhich you have
;determined will-be mqst feasibléLfor your - group, “the setting, and
lthe me available, fter each activity, it is regpmmended thag&
you/ask if there. are any questions or if anythigg unclear. ce
tie first component is completed, the same procedufe should be ed 7
for each successive. subpqrt of the mflule until all. are compl d.

You will notice that on:page 66, there 18 a section which lists a
variety of ' ferences. You'as the.leader can yse® these for ad-
.ditional badkground information on’ the topic One or more of- these
references should be available in: y8ur local schoozefygblic, or

college library. If not, you may wish to order se¥gfal of these?
for your use. L -
Yg/p.y— Sl é( . o
> 3.4 Finally, after all of the units have been compieted', some
form of evaluation shiould be conducted. ‘Since you are working ’
; - with adults who are most likely in-a volunteer situation, theresis
) no formal posttesf for them to complete. Ideally;- they‘\:ﬁd have
been evaluating themselves threughout the session(s) imte of their
;individual objectlives. Provided In the module is an evaluatien device

which can glve you some indication as to what the learners actu 11y
&did gain from the session(s) and how effective your metho ofgif

sentation were so that you may alter them, 1f necesgarys.o Jma

nbte of those activities which seemed to. bp espec llyAeffective.

. Suggestions for Workfngrwith Adults g» ' /\\

3 L -

Since you will be working with adults,\it®

identify some ideas to keep 1in mind abou'ad t’ 1edtning

* First, the learning setting should be both’ attractive and
This should be a somewhat different 2tmzzphere than that of an actual
classroom learning situation. The “info ality is espifially important
because the leader ‘needs to establish and maintain a good rapport with

({ ) . - | ' . . ) ES % ‘." g , co '

&
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“thh ult erd, .in -addition to demongtrating respect for them as

ipresentation 1is to moderate a session with one or more guest speakers:
This might serve as a sixth indepth seggion or as a follow-up to omne

‘on others; take breaks from time to time rather than meeting

indfffidualsy S2cond, by trying, to some extent to-determine the life
‘and spending patterns of those present, you can better assess
the fqure ‘educa ona1~peeds of the group. This will help you 1dent1fy
th direct?on:;ﬁfbp&, or-concentration of your consumer .affairs edu-

lons. : Third, encoilrage the learners to self-evaludte
te congumer behavior: throughout the session(s). Sug—

3 “ask yuestions- when things’ are unclear. Fungyher, you
might recommend that they contribute related ideas and experiences
that "have worked for them" when they feel it is appropriate, so that.
the wHole group might benefit from”iearning about these experiences .

The ledfner's extent of knowledge and interest in the area, to be ex~

amined should be the main criteria for you to use in determinin
‘exac ‘what and how much of the area will be learned.” It 1s your job .

to se bhat the adult learner 'gets what he wants" in the ‘learning’
sessio 8% .Remember to keep these ideas in mind when working jwith
adultsj frespect the learner at all times; try not to force y%;t opigion:

r.a
long, extended time span; and, help give them a feeling of worth. .

,An indfcation of your success may be your adults requesting a

follow-up session on the topics covered. Our suggestion for this ¢

9

of the overview presentations. ;o

We hope that the suggestions for using this module will be useful
to you and that the purposes of the module will be achieved with your
adults. In all of the modules, the major objective is to educate -

-individual adults. in consumer affairs ‘education. We hope and trust

that athe modular approach used here will help you in this effort.
' ] DI . ’ . ,

e

o S




e MAJOR AND, SPECIFIC OBJECTMVES:*

OBTAINING AND USING CREDIT

.
N

. .\’ ' *'I I
- I. REA@ONS ‘FOR USING CREDIT '
. Majot‘Objective - To explain reasons for the use of credit.
Specific Objectives: Cite the major reaeons for using credit
PR . ‘ o ‘and give examples of each reason. ‘ ,
LI. CONSEQUENCES "OF CREDIT USAGE . s
N Major Objective: To make predictions about. the consequences

of using credit.
Specific Objectives: List several advantages of using credit,
' : : and give examples of each. .
List sevéral disadvantages of using credit
T*W and. give examples of each. ~

Y

III. TYPES AND SOURCES OF CREDIT .
Major Objective: To describe various types and sources
o of consumer credit.
Specific Objectives: Indicate the differences’ between install-
‘ ment and non-installment credit plans.
Differentiate among theé sources or places
‘to obtain credit. - ‘

IV. CREDIT AND YOUR CREDIT RATINC

’, R - Major Objective: .Fo summarize- factors  concerning obtaining
B ET ‘& credit and a credit rating.
. Specific Objectives: Relate the factors inflﬂencing‘one’s
' ability to obtain credit.
\ .- Cite examples of different processes used
' . . and information needed in obtaining
credit. -
' ' Identify factors influencing one's credit

. ' : rating.
ST ’ Became aware of the. importance of main-
taining‘f good credit ratjing.

V. KNOWING YOUR RICHTS AKD RESPONSIBILITIES CONCERNING CREDIT
Major Objective: To summarize various consumer rights and °
- responsibilities concerning credit.’ ,
Specific Objectives: List the basic consumer rights about credit
- : and cite examples of legislation and
‘ ’ agencies which help guarantee each of
those consumer credit rights.
Identify general consumer credit respon-
sibilities and describe the fundamental
concepts behind each.

%
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B ' . . _ COMPETENCIES:

g N . L ,

. ’ : OBTAINING AND USING CREDIT

I. - REASONS FOR 'USING CREDIT : -
' ‘Cofapetencies: ' Cite three’ of the five major reasons for uging
- : credit.’ ]
Give two examples of each major reason for using
credit. ,
II. CONSEQUENCES OF CREDIT USAGE
Co@petengies State five of the eight advantages Of using
' ' credit. : -
Give two reasons why each of the five advantages
_ of using'credit is considered an gdvantage.
- ~ Name four of the seven disadvantages of using

credit.
' Glve two reasons why each of the four disad-
) vantages of using credit is considered .
disadvantage.

[I}. TYPES AND SOURCES OF CREDIT
Competencles: List four of the seven characteristics of

L ) installment credit.
State the two characteristics of non-installment
N credit. /
Explain two of the three types of non~iastallment
credit.

List eight of the ten sourges of or places
to obtain credit,

Describe four of the ten sources of credit as

. to the type of customer served, interest
' ' rates, speclal features, and other re-
quirements.

Determine the most suitable sources of credit
tor the fgllowing, and give reasons to sup-
port each thofce: buying a new car, financing
a home, a quick, small loan, sudden health
emergency, taking advantage of a sale.

%

IV. CREDIT AND YQUR CREDIT RATING
competencies: List and oxplain the tjve major factors (n-

tluencing one's abi{lity to obtaln credit.

Explain the purpose of a credit bureau.

BExplain tour of the five factors which in-
tluence one's credit rating.

Desceribe two of the possible procedures used
to obtaln credit informat ton.

Name tour of the seven types of Intormation
usaal ly asked tor on crvedit appllcations.

State the two major reasons tor nul[nlaln[ng

\ 0 g0<1 credit vattag.

1J

O
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COMPETENCIES (CONTINUED)

KNOWING YOUR RIGHTS AND RESﬁQNSIBILITIES CONCERNING CREDIT

Competencies: State the four basic consumer rights con-
cerning credit.

For each .of the basic consumer credit rights,
give two examples%of legislation, agencies,
or other information further defining or
guaranteeing that right.

Briefly describe the effects of four of the
five .major legislative measures on credit
rights. T

Identify two of the areas protected by the
consumer's right to safety when using
credit.

Ldentifxgkwo Federal agenicies with whom one
may file lcongumer credit complaints or
seek redress because of consumer credit
problems.

State the five major consumer respon-
sibilities of credit usage.

Be aware of factors considered when determining
the true Annual Percentage Rate.

Categorize six of the eleven sources of
consumer credit into the three with the
lowest truc Annual Percentageé Rate and the three
with the highest true Annual Percentate Rate.

Cite six ot the tourteen things that should be
included in a contract, before agreeing to
sign the contract.

Describe three ways to prevent overextension
or misuse of consumer credit.

Sunmmr fze one's responsibility to repay debts
promptly and meet credit obligations.

ldent ity the consequences af tfalling to meet
tinancial obligations.

Fxplain the fwportance of giving accurate in
formatfon about one's selt for applications,
contractys, and other . verbal or written
Aagreement k.

12
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. - A. Leader/Lecture-Oriented Presentation
- (50 Minute Overview)
\

b
To the leader: THZ following lesson plan 1s a suggested approach
for a 50-minute presentation covering the highlights of the entire
consumer credit module. The first column, '"Section of Module"
.indicates the part of the module to be covered. The "Time" column
suggests how many minutes could be spent on that particular seetion
- in order to cover all of the material in 50 minutes. The "Preparation"
column recommends procedures to help you prepare for the presen-
tation of the material. The "Activity" column tellz)you what you
should do with or for the.group. It 1is 1mportant td remember that. 5
it will be very difficult to cover all of this material 1in just 50
minutes. For fhis reason, be especially careful not to exceed the
time Timit suggestions in the 'Time" column-unless you take equal
time away from another part. Otherwise, you will not accomplish

all of the goals for the session. . \ 3} :
;
Section ‘ J -
of Time
Module (Min.) ., Preparation Activity /-
Intrzo—
duction 2 Refer to the '"Purpose State that:
of the Module" which - "Consumper credit 1s a
. /7
you read on page 3. - term wé are all familiar

with put which many of us
would\like to know more
about.' There are many
aspects of credit to be
considered, too. We will
be taking a look at the
reasong for using credit;
consequences of using
credit; credit and credit
ratings; and, our consumer
rights and responsibilities
concerning credit.

We should begin by de-
fining credit as A TRUST
THAT GOODS AND SERVICES
RECEIVED NOW, WILL BE PAID
FOR [N THE FUTURE." (Say

this definition again.) ’
t t
l “ ' Review the objectives state the 5 reasons for

: tor section T oon page using credit which are on
Reasons 24, and examine the page h. (You may want to
tor Using out lfue tor this sec- explain each of these
Credit tion ou page 06, further by using the exam-

' ples on page 25.)

- iv




Section o

of Time
Modulei (Min.) . Preparation 9 Activity
b 7 Review the objectives Show transparency A-1 on
. for .section IT, on page 76, OR write the

Consequences page. 27. If you de- information on the board

of Credit clide to use a trans- OR state the information

Usage parenicy for this déncerning the conse+
section, use the quences. of using credit.
transparency master (You may want to explain

* .on page 76 to make some of these further by

the transparency. ysing thé examples on
Otherwise, write the ' pages 28-29. '

information from the ‘
_transparency master

on the chalkboard, )
use-a flip chart, or,’ \x
simply, state the 1y
information.

/

Iry - 5 Review the objectives State that there are 2
’ for section III, on basic types of credit:
Types and page 31. Refer to installment and ron-
Sources of the outline on page 32 installment. Explain
Credit for the explanation the differences bet-
' of the differences ween the two.
N between the two types '

of credit. Declde
which of the charac-
teristics you will
mention about each.

) becide whether you will Show transparency A-2, on

show astransparency of page 80, OR write the

the sources of credit information on the chalk-
or whether you will - board OR state the 1infor-
write the information: mation about sources or
on the chalkboard or places to obtain credit.
use a flip chart or, (You may want to explain
simply, state the in- some of these further by
formation. It you using the descriptlve
decide to use a trans- information about each on
parency, use the trans- pages 32, 13, and 34 of

parency master on the aut.tine.)
page 80 to make the
transparency.

|
]
O
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jection . . . .
of Time & ,
fodule (Min.)  Preparation Activity ’ '
Iv 5 Re&iew the objectives/%or Show transparency , On
section IV on ’page 36 and page 85, OR write(‘t\he in-
‘redit and examine the outline on formation on the chalkboard
four Credit pages 37 and 38. Decide OR 'state the infermation
¥ating whether you will show a- ! about factors influencing
transparency or write the one's ability to obtain
information on the chalk- credit.
board or use a flip chart Explain each of these
or, simply, state ‘the ~ further, using the infor-
information. If. you decide - mation on page 37.
. . to use a transparency, use ) ‘
the transparency master
on page 85.to make the \
transparency. )
5 Be familiar with %he infor- Explain what the credit
matiod in parts A and B bureau 1is.
. " of the outline on pages 37 Pescribe the credit file
and 38, o B and what 1nformation'1t
- Use the transparency includes.
master on page 86 to Show transparency. IV,
make the transparency. Activity 7, on page 86
of the -sample credit app11~
cation and point out how the
éx ‘ information asked involves
§ information about the factors
influencing the abi}ity
to obtain credit. -
(Allow time for them to
look over the transparency.)
\Y 5! Review the objectives for Show transparency Actlvitiy

wowing Your
Jphts
lesponsi-
ilities
oncerning
redit

and

ERIC

Aruitoxt provided by Eic:

. section V, on page 40-41,

and
examine the outline on pages
42-49, Decide whether you
will
or, simply, state the
information. It you decide
to use transparencies)

use the transparency mas-
ters on pages 91, 92, 973
and Y4 to make the trans-
parencies.  Decide what
information vou want to
point out or emphasize
about cach of the
consumer credit rights.
"

{.\

(G ]

show trzmsparencies oo

3(a), (b), (¢), and (d), on ™
pages 91-94, one at a time.
Briefly, describe each or
point out some characteris-
tics of each, OR, simply
state the 4 major consumer
credit rights. FExplain
what each right involves
using the Lnformation on
pages 42-40. )



’ {/ A -
\\‘
. ' -
Section . C i . ' "{ “
‘of Time \ :
Module ~(Min.) °* Preparation _- A ,Activity b
o
5 Refer to pages 46-49 State the 5 major consumer’
of the outline and be credit responsibdilities.
familiar with the 5 Show transparency V, acti-
' major consumer credit vity 7, on page 97, to
" responsibilities, ’ 'show how to compare the
g ' especially the last 4. costs of various sources -
. Decide whether you will of cordsumer credit. o
o show a transparency Briefly, state that there
or write the informa- are things W consumer
tion on the chalk- should:be sure are in-
board, use a flip . cluded in a consumer credit
' chart, or, simply, . . . contract before he signs it.
{ state the information. . Name these 14 things which
R L If you decide to use'a: are listed on page$ 47-48.
. transparency, use the -
“sgansparency master
Eﬁ\paééIDVVto make the
transparency.
hN s
2 Refer to page 48 of the State that it,&s important
outline and decide to keep accurate records
which things from to maintain a good credit
number 4 you wafht to rating and prevent over-
ment fon. . extension. Explain the
two types of Llimits that
can be set to help prevent
overextension. Describe
how to keep a credit file.
- 4 You may want tofsave Ask 1f anyone has any
this remaining fime | questlions or comments con-
for questions gnd/or cerning this information?
discyssions. on consumer credit.
N i ‘ °
4 ;?
A"
PN
\ ) !
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To the leader:

module.

of the module to be covered.

\

?
4

Y
.

.

. , \ 1]

. _" : ~
B. Discussion-Oriented E;esentat%ln 5 T .
» (50 M}nut’ Overview)

This 1is a structured‘d13cussion approach for a 50-, \
minute session covering the highlights of the entire consumer credit
The first column, "Section of Module,'" indicates the part

The "Time" column sugge how' many-

minutes could be spent on that partidular section im~order to cover

all of the material in 50 minutes.

The "Preparation'" column recommends

procedures .to help you prepare for the presentation. The "Adivicy"
column suggests how you might leall a discussion on each topic. It

is important to remember that it will be very difficult to cover all

[P

of this material in just 50 minutes.- For 'this reason, be espectally
careful not to exceed thé time limit suggestions in the "Fime' column
(unless you take equivalent time away from another part). herwise, ‘ -

you will not, K accomplish all of the goals for the session.

Section

~

Reasons
tor Using,
Credft

o

* e R ’ t\ ' 1\
Lty

. \\\ L
of " Time - e
Module (Min.)  PYreparation o
Intro- 2 Refer to the "Purpose of
duction

the module" on page 3.

Review the objectives

tor section 1) pape 2o,
Review the oatliae

on page 29 . Decide which
ot the questions trom
page 52 (or trom those
vou can think ot) vou
could ask in ordetr to
help the group pive
answers that would taltl

hn«»tlu-‘)«nnfgl$4twn

$

State-;%at: R

"Consumer credit is a term we are
all familiar with but which many
of us would like to know more
about.  There are many aspects
of credit to be considered, too.
We will be taking a lpok at the
reasons for using credit; the
consequences of using credit;
types and sources of credit;
credit and your credit rating;
and, our consumer rights and
responsibilities concerning
credit. '
We should begin by defining
credit as A TRUST THAT GOODS AND
SERVICES RECELVED NOW, WILL BE
PALD FOR IN THE FUTURE." (Say this
definition agaln.)

Ask questions to elicit res-
ponses from the group about
the reasons tor using consumet
credit.,

(1t thedir answers or comments

have not covered all 5 of the

St

arcas ment foned one page UhH
¥
state these other” reasons.)
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. “Section - ) ’
of Time: . 7 .
Module (Min.) ‘ Preparation Activity
Ir . ’ aé , .
(Cont'd) of reagsons for
uging credit (which
. are onpage 25.)
11 10 'Review the objectives Read .the case study in the
: for section fI, on previous column, to the
\\¥ Conse— page 27, and familiarize  group. AskK the group to’
quences yourself with the fol- . angwer the question; '"What
of Credit lowing case study: agde the advantages and
Ugage. Mr. d Mrs® B. Wise disadvantages of the Wise's
. are stbpping_ for a new decision?" If their answers
refrigerator. Thelr do not cover all of the
old one needs major ° advantages and disadvantages -
. repairs, and they feel listed on pages 28 and 29,
they would be better off,. remind them of these other
v in the long run, to advantages and disadvantdges,

7K,

ot

Wise's

O

ERIC
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purchase a new model and
have it -delivered im
mediately. They find
that the size and qua- .
lity of new refrigerators
cost more than they had
expected. - They have
enough money In thelr
savings account to cover
the expense, but they
hate to use it 1n -case
ang emergency should arise.
They decide to purchage
the appliance using

form of credft.

What are the advantages
and disadvantages ot the

soine

decision?

»
Reter to the advantages
and disadvantages listed
on pages 28 and 29 to
how vou could relate
cach to the Wise's sit-

500

uat fon.

also.-
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Section ) y )_

of ' ‘
Module Preparation i} Activity’ !

III Review tghe objectivés~ Explain the differences

for section III, on page between installment ‘and

Types and 31, and examine the non-installment credit
Sources of outline on pages 32-34. on page 32.
Credit

18Y

Credit
Your

Credit
Rating

and

Familiarize yourself
with differences bet-
ween the two types of
consumer credit. De-
cide which sources of
consumer credit you

will want to describe
‘briefly for the group
"(1.e. 1f they are not
. familiar with a par-

ticular source, this:
1s one source you will
want to explain to
them, referring to
pages 32-34.)

Review the objectives
for section IV, on page
36, and examine the
outline on pages 3}/ and
1, .
Section 2, information
needed, under part C,
on page 33, gives the
usual information asked
on a credit appllicatston.
Use this and page 80 in
the appendix to help
you determine if the
group's responses are
correct .

Yy )
o

Ask the group to help name
the many sources of or’
places to obtain consumer
credit. If they do not
mention all the sources
listed in part B of the
outline (pages 32-34), re-
mind them of these sources,
also, and describe those
sources which may be un-

familiar to them.
-~

State the 5 factors which
influence one's abi to
obtain credit. Brim
describe what is meant by
each (page 37).

Ask the group what questions
a ¢reditor could ask a per-
son applying for credit,
that would give the creditor
informasion about these
factors.

Brietty, explain why a pood
credit rating s fwmportant
(page 38).
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(W)

credit rights and
responsibilities.

You may want to save
this remaining time |
for .questions and/or . _
discussiop.”’ -

»

_Ask 1f anyone has any

questions or comments
concerning th4s infor-
mation on consumer credit.’

.

——

4

Section
. of Time .
“Module (Min.) Preparation Activity
v 12 Review the objectives Ask questions to elicit
for section V, on pages responses from the group
Knowing Your 40-41. Review the ques~ about their consumer credit
Rights and" tions under acti- rights and responsibilities.
Responsi— vities on pages 60-61, (If their answers or com-
bilities and examine the out- ments have not covered the
Concerning line on pages. 42-49, various consumer credit
Credit Decide whigp of the rights and responsibilities -
questions from pages mentioned on pages 42-49.

. 60-61 or from those you state these other rights
can think of, that " and responsibilities, too.)
you may want to ask :
in order to hglpﬁthe R l
group glve answers
that would be examples

p of a consumer's .’ )
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‘OBJECTIVES : e \
I.. REASONS'BOR USING CREDIT -
\ ‘7 : ’ V
. Major: Objective:
- ) ,‘ . . r R »
T To explain.reasons for the use of credit. _ -
- V ’ J’ [J . w

Spe&ichpObjectivea:

Cite the majdr~reasons for using credit and give examplesidﬁqeach

reason. .

- learner Competenc Les:

w

Clte three ot the tiVQ major

Give two examples ot cach ma

O
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‘reasons tor using credic.

jor reason tor_uging credit,
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I.  REASONS FOR USJING CREDIT
“" (Conceptual Oytline)

Repinder about outliﬁe: This 18 /3 conceptual outlineé #n which both
the major and minor ideas are pfesented in narrative form. For
- further explanation of the concepts, review one or more of the
~ specific refarencea'no ~on pages 66-70. "
I. Five reasons for Using Credit ’

=

A; Ener ies creating a néed for credit might include: *
-1 “th and medical emergencies - - ,

2. Auto accidents
3. Funeral expenses
4. Other —

B. “Household loans are sometimes needed for:
1. Large appliances
2. Furnishings for the home

C. Home i@provements that are desired might include
1. Repairs - roof, furnace, etc. .
2. Additions - interior, exterior

D. Auto loans are uahally necessary

E. Debt consolidation is sometimes needed

(=8

lab)
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( 11, CONSEQUENCES OF CREDIT USAGE
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QAJECTIVES

"II. CONSEQUENCES OF CREDIT USAGE J

Major Objective:

To make predictions about the consequences of using credit.

Specific Objectives:

List several advantages of using credit and give examples of
" each. ‘ A

List several disadvantages of using credit and give examples
of each,

Learner Competencies:

State five of the eight advantages of using credit.

Give two reasons why each of the five advantages of using credit
is considered an advantage.

Name four of the seven disadvantages .f using credit. .

Give two reasons why each of the four disadvantages of using oo
7 credit 1s considered a disadvantage.



"II. CONSEQUENCES OF CREDIT USAGE
- (Conceptual Outline)

-

Reminder about outline: This is a conceptual outline in which both the
major and minor ideas are presented in narrative form. For further ex-
planation of the concepts, review one or more of the specific references

. noted on pages 66-70. '

II. Consequences of Credit Usage

v

/, A. Advantages

1. To improve one's general level of living - one's. level of
living is not restricted to the amount of cash on hand
2. To take advantage of sales .
a. Purchase goods during sales because of lower prices
b. Save by using credit rather than paying with cash
later when- the price 1s hfgher
3. .To purchase large items and use them while still paying
‘: for them
a. Purchase according to personal and family needs -
appliances, car, home furnishings
b. Pay for large expenses in more affordable payment:sw
4. . To make purchases more conveniently
a. Need’not carry large amounts of cash
b. Make returns more easily because a "cash refund" is
‘not necessary . :
. 5. To manage overall expenditures more effectively
‘ - "#3. Keep a record of purchase receipts for credit expendi-
tures ‘ ) .
Make ‘accurate predictions about future expenditures
for the bills “
Make accurate estimates about general expenditures in
the future for budgeting purposes
establish a credit rating .
Obtain credit from, 6 available source - ’
Repay amount borrowed promptly
Avoid misuse of tredit
beat inflation ‘
Buy at the current dollar value
Repay at a future rate when value of .dellar will go down
because of inflated prices ‘ j
8. To use it as a form of ''savings’'
a. A washing machine purchased 6n installment credit is
type of '"installment savings"
b. Use of the good continues long after it is paid for -
9. To keep savings in tact’

i

B. 'Bisadvantages

1. Future earnings are already committed to be spent

30
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a. The credit purchases are paid for in the future,

b. Future .Income is already obligated to spemding done in
the past

Provides a false sense of securit?

a. Immediate possession of the goods falsely 1mp11es

_ "full" ownership of them

b. Easy to overestimate pne's spending and repayment
abilicty :

c. May encourage impulse buying

Decreases cash savings

a. Cash savings may need to be used to repay creditors

b. May be more difficult to provide for emergencies

Pay finance charges in addition to the cost, of the product

or service- ' ‘ -

a. Regular interest is charged for the use of the money

b. Increased finance charges are added if you are late in
paying the bills

May lead to credit overextension or bankruptcy

a. Credit purchases may be too extensive

b. Temporary loss of income may result in one's inability
to make credit payme

c.. May lose the merchang§§e through repossessment of the
goods by the creditor

Misuse results in a poor credit rating

a. Misuse 1s recorded by credit bureaus

b. The credit rating follows you always

c. You may be considered a 'bad.risk" in ‘the future

Credit cards may be lost or stolen

a. You may be liable for some of the charges if the loss
is not reported to the proper agency

b. Take the proper steps 1if any credit cards are lost

29
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~ OBJECTIVES

III. TYPES AND SOURCES OF CREDIT

Mgigr Objective: ' : B . ' /

To describe various types and sources of-consumer credit.

/

Specific Objectives:

L; Indicate the differences between installment and nqn-install—
ment credit plans.

Differentiate among the sources or places to obtain credit.

_\\*/' ~

Learner Competencies:

List four of the seven charaéteristics of installmewzfgredit;
State the ﬁwo chgraéte;istics of non-in<fa11ment cfeui .
Explain two of”the three types of non-installment cfedit.
List eight of the ten soutces qf or places to obtain credit.
Describe four of the tén sources of credif\;s to the type of

customer served, interest rates, special features, and other
requirements.

e

Determine the most suitable sources of credit for the following,
and give reasons to support each choice: buying a new car;
financing a home; a quick, personal loan; sudden health
emergency; taking advantage of a sale., '

31



III. TYPES AND SOURCES OF CREDIT

(Conceptual Outline) . .
E 3 . .

Reminder ab®ut outline: This 1s a conceptual outline in which both the
major and minor ideas are presented in narrative form. For further ex-
planation of the conceptf, review one or more of the specific references -

noted on pages 66-70. +
" III. Types and Sources of Credit

A. Types of consumer credit

1. Installment i -
a. Usually used for major purchases

. ' b. Repayment is over a series of months or years
‘c. A specified amount of interest is added and must be
repaid

-d. Each installment usually includes the finance charges
e. ' Sometimes the total can be repaid befbre it is due
in order to avoid .some of the finance charges
f. This type usually involves a written agreement
g. This may require a trade-in or down payment
2. Non-installment
) a. Characteristics
1. A single payment is made.
- 2. There are no fixed payments
" b. Types
1. Service credit - the customer applies for the
service and fy have to pay a depasit (exa-ple——
utility bills)
2. Doctor's bills - these are usually paid in full
when they are due
3. Charge accounts - the credit CUBQOmer may either
pay the amount due in 30 days or pay a portion of
the amount due within the first ‘30 days and the
remainder later (Revolving charge).

B. .Sources of or places to obtain credit ,
1. Commercial banks - ) 4

Collateral is often required

Monthly repayments are usually required

Low interest rates (10-14% A.P.R.) are charged

Average loans are about $1,100

Serve low and medium risk customers

Service fee 1s usually. charged for early repayment

of the loan

g. May discount the amount of the loan (deduct the interest
amount before giving the amount of the loan to the customer)

h. Character or signature loans are usually available
2. Credit Unions

a. Membership is required in order to receive a loan
b. Low interest rates (9-127 A.P.R. are charged)
¢. Character or signature loans are usually available

moanNn o




. d. Payroll dedictions are normally required
~e. May have a limit on amounts that can be borrowed
f. ‘Usually quick and easy service is available
3. Consumer finance companies
a. Maximum amounts to borrow are limited
b. Serve the highest risk customers
. ¢. Higher interest rates (14-367% A.P.R.) are charged
, d. A high degree of advertising and promotion 18 charac-
. teristic of-this type
! e. Service fees, for early repayment, are usually charged
f, Collateral is needed to 1nsure the loan
4. Sales finance companies
a. Lending is arranged through the retailer (usually done
for automobiles)
This is indirect borrowing in that it is not the re-
taller who -provides the credit’
May serve the higher risk customers
Higher interest rates (16-247% A.P. R ) are charged
The newly purchased goods servq,as collateral (new car)
Service fees, for early repayment, are usually charged
5. Department stores
a. Credit is availah‘oon after the customer submits the

o

Hoan

application
b. Revolving credit vailable with the option of paying
the amount due in full when the bill is received,- or
paying the full amount in installments(usually 18% A.P.R. ) .
c. An installment credit plan 1s usually available(12-16% A.P.R.)
d. Add-on optiom 1is usually available on the installment plans
6. Credit cards - the customer's credit will be honored up to
a specified amount '
" a. Retall store credit cards -
1. Issued by department stores and oil companies
2. Honored in specific store/company or chain of stores
3. Credit cards are issued directly to the customer
4. Regular or revolving charge plan payments are avallable
b. Bank credit cards
1. Issued by a bank or banks for general purposes
2. Honored in a variety of places for a variety of goods
and services
3. Allows payment of various bills by one check
4. Sometimes offers loan privileges
c. Travel and entertainment credit agenciles
1. 1Issued by agencles after careful investigatian of the
applicant (card' holder)
2. An annual fee 1s charged for use of the card
3. Are often used by business men (good expense records
for business expenses absorbed by the employing .firm)
7. Bank overdraft loans ) )
~, , a. Prilor written approval 1s required before exercising the
, privilege of overdrawing the checking account
"b. A maximum credit limit and repayment schedule is established
c. Checks may be written against the credit limit (if the total
' amount owed does not exceed the limit) and thﬁ?(additional
amount is credited to the account as a loan

-t
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d. Automatic dedhctions mh§ be made from the checking account
or monthly payments can be made to repay the loan

et A finance charge on the ougptanding balance is made with
each month's payment or deduction (usually 1 1/2-2% monthly,
18-24% A.P.R.)

Pawn brokers

a. "Security is surrendered to the pawn broker until total

. repayment is made

b. The loan 18 for 60-90% of the present value of the security

c. High interest rates (30-36% A.P.R.) ‘are usually charged

d. The loan need not be repaid however, the.securfty goods -
will be forfeited to ‘the pawn broker

Savings and Associations : o !

a. Mostly fo ousing and treal estate loans '

b. Can borrow against your own savings account (Interest rates
are dow - 8% A.P.R.)

Insurance companies

Loan up to 95% of the cash value of the insured 8 policy

No credit investigation is made 0 e

Low interest rates (5-8% A.P.R.) are charged '

The face value of the policy 18 reduced by the amount of

the loan in the event of the policy. owner's death

There 18 no time limit for repayment of the loan

No service fee, fbor early loan repéyment, is charged
/\, . .
/ ! ' ' ¢ I
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OBJECTIVES

IV. CREDIT AND YOUR CREDIT RATING B ‘

‘Major Objective: -

Tb:pummarize‘factors concerning obtaining credit and a credit rating.

Specific Opjectives:

Relate the factors’ influencing one' 8 ability to obtain credit. SN

Cite examples of different proccsses used and informatiq. needed
in’ obtaining credit. - oo

3

~ Identify factors influencing ®ne's credit rating. .

héécme aware_cffthe‘impOrtance of‘mAintaihing a good credit rating.

- oL ’ &

-

. . Learnmer Coéietencies:

. Liat and explain the five méjor factors. influencing one's abflity to
obtain credit. CoN ‘

Explain the purpose of a credit bureau.

‘Explein féur of the five factors which influence one's credit rating;ﬁrr,

Describe two of the possible procedures used to obtain credit ' 'ifﬁﬁ?fi

., 'Information. w ) \ : . ﬁfl;
gi%

Name four of the seven types “of inférmation usually asgked for on -

R credit applications.

N

State the two major reasons for maintaining a good credit rating.

. . f) (]
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M. CREDIT AND YOUR CREDIT RATING
. (Conceptual Oytline)
'
Reminder about outline: This is a conceptual outline in which both * °
the major and minor ideas ark presented in narrative form. For
further explanation of the concepts, review oné or more of the

- specific references noted on pages, 66-70..- .. :

IV. Credit and Your Credit Rating

[

AL #é@ﬁofs infiuencing one's ability to obtain credit P

1. Character S .
a. Integrity in the use of the credit R - B
‘.b. Honesty of the person applying o
c. Willingness of the person to repay tﬂe debts "
2. - Capacity
a. Earning power (income) of. the individual
b. Current credit commitments of the individual
3. Capital
" a. Net worth of the ‘indiyidual (accunulated values minus
- ‘ © ' all debts)
b. Financial :zhources of the individual (cash value of
. life 1insurajce policiea, home odnership, automobile, .
S savings acdount, etc.)

i " 4. Collateral ({tems ‘that- cah be used ’as security for a loan)

5. "Conditions (the overall pply and demand of credit in
the economy ) S\\ ‘ .
The availability of money
b The general willingness of .lenders to lend

B. The credit rating in the credit ‘bureau file_
1. Credit bureau
a. An independently run, privatey profit-making organization
b. Collects information ion and about individual consumers
> Sells information aobut an individual s credit behavior
. to lenders of credit . . '
2. Credit file
a. This is a written or computerized file_which is begun
the first time .you use credit
W b. Contains, information on’ an indivii/?£25 credit record

ot

57 and credit: beh4vior
" 3. File informatiou and influences’ on the credit rating

a. Date and number of’ other credit accounts is included
1. Recency of other credit usage

) 2. Present status of otherx accounts

b. The largest amount extended to the credit customer

v , c. Amounts that are outstanding for other accounts
' d.. Amounts . that are past due, Lf any
1. -Source: or credlitor :

2. Amount\thqt is due -

37
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e. Legal suits ’ :
1. Type of and reason for the suit '
2. Amount involved in the suit
3. Resolution, if any . .. C
C. Processes used and information needed to obtain credit
1. Processes used N
A ﬂ, .+ .a. Written, applications (commonly used for dep"!Ment store.

o B charge cdrds, bank charge cards, gas chdrge c&ids, club
L charge cards, and larger ‘lpans) A
b. Interviews. (mostly used fBr larger loans) :
c. Phone calls (used for checking on - details dnd references,
- also fgr service dredit) : -
d. Credit report from the credit bureau
2. ‘Information needed .~
.a. Personal- information (person s name, ‘birth date, social
security number, atldress.: and number of years there) “
\Employment (type of " job held and number of years there)
{Income (amount of one's yearly salary plus any other income)
d. “Banking information (sources of checking -and savings
accounts and the account numbers)

’u
et

i

~ e. References (personal character references)
/// f. Signature attesting thag, all information given is correct

D. Importance of maintaining a good credit rating - -.
1. Credit behavior 18 recorded by credit bureaus S
2. A good credit rating 1is needed to obtain future cxedit
3., A credit rating follows you when you move Cohe

RN
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V. KNOWING YOUR RIGHTS AND RESPONSIBILITIES CONCERNING CREDIT
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OBJECTIVES

V. KNOWING YOUR RIGHTS AND RESPONSIBILITIES CONCERNING CREDIT

Major Objective: )

To summarize varlous consumer rights and responsibilities concerning credit.

Specific Objectives:

List the basic consumer rights and cite examples of legislation and
agencies which help guarantee each of those consumer credit rights.

Identitfy general consumer credit responsibilities and describe the fun-
damental concepts behind each.

arner Competencies:

State the four basic consumer rights concerning credit.

For each of the basic consumer credit rights, give two examples of legis-
lation, agencles, or other information, further defining or guaranteeling
that right.

Brietly describe the cottects ot tour ot the five major logislative
measures on credit rightes, :

dent ity two ot the areas protected by the consumer’s right to safery .
when using credie,

ITdent ity two Federal agencies wiph whom one may tile consumer credit ¢om-
plaints or scek redress becans?e of consumer credit problems. . .

Staate the tive mijor consmuer aesponsibilitfes ot coedit usape,
Beaware ol tactors constdered when determining the Croe Al Percent oo Rate,

Cateyorice . ot the eleven sources ot consumer eredit Tinto the three with
the -Towesit nuad Percentape Kate asd the three with the highest
Annual }’t‘l'\‘(‘ll(‘.lg(' Rate.

\
Clite six ot the tonrteeon things to be sure are lacthoaded in o contract

betore aprecims to nivon The contragt.,
Describe three wavs (o prevent overextoemsiton ol misuse ol consumer credit.

s i ce ot v esporeath i byt tepay debits prompt Ty and meet credit

oblbiyat fons.

1. “ )
Q V”*
ERIC
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Identify the éonsequences of falling to meet financial obligations. \Y

Explain the importance of giving accurate information about one's self
for applications, contracts, and other 'written or verbal agreements.
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V. kNOWING YOUR RIGHTS AND RESPONSIBILITIES CONCERNING ¢ EDIT

(Conceptual Outline)

-Reminder about outline: This is a conceptual outline in which both the

major and minor ideas are presented in narrative form. For further ex-
planation of -the concepts, review one or more of the specific references
noted on pages 66-70.

=

/
V. Knowing Your

Righgs and Responsibilities Concerning Credit

ftnformed

A. Rights
1. To be

a.

1.

2.

3.

b.

5.

0.

/.

. b

Truth-in-Lending Law (Consumer Credit and Protection Act)

Disclosure statements are required as part of the
contract to reveal pertinent informatidn about the
dollar amount of the loan and the percentage of in-
terest charges
The true Annual Percentage) Rate charged must be spe
only one stated or referted to g
The itemized dollar cost of interest and all other
charges plus total price must be given
Discounting of loan can still occur. (This means
that the interest dollar charges are deducted from
the total amount borrowed before the consumer gets
the net loan. Thus, the True Annual Percentage
Rate is, accordingly, higher.)
1f credit life insurance is required or selected
by the debtor as part of the loan, it must also be
considered a cost of the loan and be reflected In
the True Annual Percentage Rate.
The first 75% ot one's .take home pay is exempt from
garnishment, and an employee cannot be tired the
tirst time his wages are garnisheed. No garnishment
fs allowed on disposable earnings.
Creditors can compute flnance charges on the out-
standing unpafd balance In several ways:
AL Average dally batance method (computed on the
averdage amountt outstanding)

h. Adjusted balance method (computed on the dLf

S terence batween the outstanding batance and any

payment somade)

L Previous balbince method (tigured on the opening
balance ot the previoas month)

. No o Linance charvge s made bat the total p“m”””
is due within 29 230 days |

Croedit Repovting Ace, 1972

Limits liabitity tor tost credit cards to S50/ canvd

Crodit oratfoy disclosm e

N It denfed credit, an fundividaal coan t it oat the
name and address ot the creditor who fssacd a
detrimental veport and why

1
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d.

:l'\}

ad.

b,

b. A discredited person may request to see his credit
file during regular business hours or demand to
be told what 1s in his file

¢. Incorrect information must be deleted, if in-
corréct, and the credit bureau must inform others,
who have been given this information, that {1t
is incorrect i

d. If information is verified as correct, the person
may find out why and by whom

Fair Credit Billing Act, 1975
1.

4 .

Consumers should report billlng errors, in writing,
and on a separate page from the bill itself
Customers need not pay questionabl amounts, and his
account may not be closed during the time of the
dispute ‘

43

Credi® customers may withhold payment if the merchandise

is defectlive .

Creditors can give up to 5% discount to.customers
paying by cash rather than by credit, and credit card
companics cannot demand that retaflers not offer a
discount to their cash customers

Fqual Credit Opportunity Act
1.

Credit cannot be denied to a person because ol

sex, marital status, race, religion, or age

Couples with jpint bank accounts may request that
information concerning these accounts be reported

in cach person's name so that both will have a credit
history

choose

Truth—in-Leading - An opportunity to compare costs at
different credit granting institutions is possible;
"shopping for credit” using the Truc Annual Percentage
Rate and the dollar amount of fnterest charges for a

comparison purpose is possible
Faiv Credit Reporting Act - electing to notify credlitors
fmmediately about lost credit cards, theveby having no

liability, is a matter ot cholee
Falrv

Credit Billing Act - choosing noto to nay disputed

amount s o oan alternative but credit customers should

be

aw.re o the consequences ot doing so

Fqual vredit Opportunity Act

Creditors must not discriwinate agajost the sex,
marital status, race, religion, or ape ot the creait
applicaat

fncome and past ocredit history should be the oily
Jetermininy, tactors when extending credit (fncome
includes alimony, part time cmployvment | wages, saving:
and public assiatance)

Limits the amaunt ot personal futormat fou l'\‘([llil'(‘d’&
ot the applicant, and a vo sipner way not be necessary
It persen ds denied credit or hiis credit b been
stopped he con demand an explanation

Ureditors canunot ask intormatron repgarding the ap-
plticant' s spousce 0 the spowse will not be shaning the

10
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6. An equal right to choose from all sources of creditors
exists

To safety

ae

Lost credit card liability is up to $50/card, however,

if the customer notifies the company, there is no liability
gpder the Fair Credit Reporting Act. ‘

ince it is 1llegal for a company to send you a credit
card unless you apply for 1t in writing, persons receiving
unsoliciated cards will not be held ltable for illegal
use of such cards, under the Unsolicited Credit Carq‘Act.
If you agree that your home will serve as security for a
loan, you have three business days to think about and
cancel the agreement under part of the Truth-in-Lending
Law. The seller must give you written information of this
right to cancel, and you must tell him, in writing, of
your decision 1f you decide to cancel.
You are protected by law from harrassment while a credit
dispute 1s underway, under the Fair Credit Billing Act.
Credit customers may have the consumer report of their
credit behavior withheld from anyone who has no right to
the information, under the Fair Credit Reporting Act,
and adverse information may not be reported after 7 years.
Both lender and seller are.responsible for a customer's
satisfaction under the "holder-in-due course' ruling by
the FTC. Even 1f the creditor and merchant are different
agencles, the buyer may withhold payment if the merchandise
is defective or 1if the seller does not fulfill his ob-
ligations. The consumer may even collect a full refund

of payments made and cancel remaining payments.

You must be Iinformed of the sale of your repossessed goods
under an FTC ruling, and the sale of these goods myst be
at a “commercially reasonable'' sale price (Uniform Com-
mercial Code). i
You are assured, by law, that you can have your individual
credit history, regardless of your marital status, which
can be separate from your spouse's (if any), under the FEqual
Credit Opportunity Act.

To be heard and seek redress

a.

Federally created legislation for credit redress
1. Fair Credit Reporting Act
4. Consumers may submit any credit related complaints
in 100 words or less and have it included as a
permanent part ot the credit file.
bh. Customers may sue a reporting agency for damages
it thefr actions are determined to be agalnst the
law, and can collect attorney's fees and court costs.
. Report violations of such accounts to the FIC in
Washington, b.C. or a reglonal FTC office.
2o Fafr Credit Billing Act
a. Credlt customer may withhold payment and tite tegal
clalm apainst the (ssdaer ot the eredit card, {4 -
merchandise is detective and 1 attempts to resolve
the problem with the merchant have tafted.
b. Complaints are tiled with the FIC's Burcau of
Consumer Protect fon '

10



3. Truth-in-Lending Law
a. Buyers may sue up to $1,000 for damages plus
attorney's fees on the grounds of false or in-
complete credit information.
b. Complaints are filed with the Federal Reserve Board.
4. FTC ruling - "Holder: in due course"
a. Credit customers may take thelr case to court rather
than pay for defective merchandise or services
(1f the claim can be proved and 1f the contract
was arranged by the seller and the consumer did not
secure financing on his own.)
b. Complaints can be filed with the merchant/lender
and State or local agencies of the FTC; local offices
or the Bureau of Consumer Protection in Washington,
D.C. This does not refer to credit card purchases
(see Failr Credit Billing Act), but to used cars,
health spa contracts, self-improvement ¢ourses,
home improvements, etc.
5. Equal Credit Opportunity Act
a. If a credit applicant is being discriminated against,
" he must take the complaint to the creditor first.
b. Subsequent complaints should be filed with local
or state authorities, the Federal Reserve Board, the
U. s. Department of Labor (Womén's Bureau),
Washington, D. C , or the FTC's Buréau of Consumer
Protection.
6. FIC ruling - repossessed goods
a. Lf you are not Informed of the sale of your re-
’ possessed goods, you may file complaint with the
FIC's Bureau of Consumer Protection.
b. Other Sources for seeking redress :
L. Legal Afd Society - aids people with their debt problems
and can assist in the.procedure for declaring bankruptcy
2. Consumer Credit Counseling Service — a non-profit debt
and tinancial management counseling service

3. Credit Bureau - collects information about people establishing
credit and selts this information to the lenders of credit

4. Better Business Burcau - deals with misrepresentation and
trandulent advertising v

5. State Consumer Protection Agency - usually functions unde

the State Attoruey General's or the Governor's office, and

investigates consumer complaints, deals with disputes,

recommends legistation, educates consumers to avold fraud,

cooperates with other state and local apencles, and en

courdges selt-regutation of businesses .

6. State agencies Guch an the State Corporation Commissfon

or Lhe State Bureau ot Bauking) cuntorcing usury laws and

small loan laws o .

a. o Usuary laws Setoa l}‘)x.fl maximum rate tor those itudlivi-
Juals fending monev '

b. Smatll loan Laws Fatper interest rates are needed to
sarvice swmall Loans bat o ceiling is set on thelr vates;
thevetore, both bortower and teader are protected

o 4 a;c
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7. Local, city, or county protection agencies - provide
for cOnsumer protection, information, education, and
take part in supporting consumer legislation and
policing consumer practices at the local level

46

B. Responsibilities

1. Determine credit costs
a. Down payments
1. These may be required
2. Can help reduce the amount of the loan that must be
financed, the total credit costs, and thé final cost
of the purchase
3. Are subtracted from the sale price to determine the
_ amount to be charged
b. . Finance charges
1. Dollar amount - difference between the cash price
charged and the final credit price paid
Ex. $300 credit .price
- 250 cash price
$ 50 dollar cost of the credit
2. -Anrnual Percentage Rate (true annual interest) tells
the true (real) credit costs Iin percentage terms .
Ex. APR=Annual Percentage Rate
) 2=a constant
_2YF Y=number of payments per Year
APR= D(T+1) F=total Finance charges or dollar cost
) ‘ D=net amournt financed (Difference
- between total amount and down payment)
T=Total number of payments
~ Lf borrowing $200 (with no down payment) and repaying
' it 1n 12 months with payments of $18 each,
Y=12 payments (518 $216)
F=516.00 F=(x12 and -200)
D=5200 financed (216 S 16)
T=12 payments

2(12)(l6) = 384 = .148 (move decimal two places
00 (12+1) 2600 to right)
AR 4 .8% annual interest
V. The "stated Interest rate' {s act - ily different trom
the APR whiich more accurately describes the rate of
} . interest. The true APR assumes that you did not-have
full use of the amount borrowed for the term of the
loan since the amount fs paild back in installments
X, If borrowing $1,000 for 12 months at a stated
(nterest rate of 8%, this indicates $80 as the
dollar cost of the credit ($1,000 x .08 = $80),
N h - but :
AR 2YE N APR = 2(12) (380)
DT _ Rl 000(1’01)
13 000
= 141 or true APR=14.77

APR

10
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2. ‘Compare sources as to credit costs (True Annual
Percentage Rates) : i .
a. Banks , '
1. Usually charge 10~14% annual interest )

2. May charge 18% for unsecured loans
3. May charge 8 1/2% for secured loans and/or
passbook loans
b. Credit unions
1. 9-12% annual interest’ usually charged
2. 1% 1interest 1s charged on the unpald balance
¢. Consumer finance companies
1. 8-22% annual interest 1s charged:
2. +Purchased goods may.serve as collateral
d. Sales finance companies
1.” 16~24% annual interest 1is charged
" 2. Purchased goods may serve as collateral
e. Department stores
1. Usually 1 1/2% interest is charged on the
unpaid balance
2. 18% annual interest is charged
3. 12-167 annnal interest is charged on separate
installment credit plans
f. Credit cards
1. Usually 1 1/2% intcrest 1s charged on the
unpaid balance
g. Bank overdraft loans T
1. 1 1/2% - 2% interest is charged on the unpaid
balance
2. 18-24% annual interest 1s charged
. Pawn brokers —
1. 30-36% annual interest 1s charged
2. If loan cannot be repald, the security goods
must be forfeited
i. Savings and loan nssoGVutionH
1. 7-8%7 or more annuafl Interest 1s charged
j.  Insurance companies .
1. 5-8% annual interest is charged
3. Read the contract to know personal 1eqp0nsibililtus
a.  The sale price of the product must appear
b. The down payment made on the [tem must be inclnded
¢. The interest rate to be paid (true APR) must be stated
d.  The minimum balance to be paid at each installment or
during cach bilting period must be stated
¢.  The ftengeh ot the billing period (amount ot time allowed
for pavment ot the bill, before additional charges are
made) mnat be atated
f. Limitations on the amount of credit the company will
extoend must be ineluded

g The total amount tinanced (sale price minus down payment) .
should appear
h.  Anyv tate pavment charpes (ff bilb s not paid before

the end. of tht billing period) must be mentioned
. The conditlons tor prepavinmg must be stated

l: f)

.

Q , - '
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j. Prepayment charges (any extra amount that will be
charged if the loan is repaid early- Rule of 78) must
be stated
k. The time at which the title will pass to consumer (will
this happen when the transaction is made or not until
the loan is repaid in full. -- Chattel mortgage vs,
. contract purchase, i.e. title passes in former).
1. Authority for the creditor to investigate the credit
history of the person applying for the loan/credit
must appear ’
m. The debtor's obligations if the account is referred for
collection must be explained
n.. Any other terms of agreement must also be described
4. Keeép accurate records to maintain a good credit rating and
"prevent credit overextension
a. Credit limit '
1. Set by the creditor :
2. This is the maximum amount of credit that will be
. ’ extended
4 b. Budgeted limit
l. . An amount to be included in the personal budget for
predicted credit transactions
2. 1If credit payments amount to twenty percent or more
of one's take home lncome, he is very likely over-
extended and too far 1in debt.

t

.. Recelpt files ' o
" 1. Save all credit receipts o .
2. Keep a file and/or an account of the amount of each
debt and when each of the payments arke due
5. Other consumer credit responsibilities 3

a. Be certain all information given for written or verbal
agreements [s accurate
1. Reread all information given to be certain it iﬂ correct.
2. Your signature is a pLLdge that all lnformatton is

correct.
b. Repay debts promptly.
- 1. This enables you to meet your credit obligations.
2. This also helps you maintain a good credit rating.

¢. Realize that fallure to pay an installment on time may
result In the entire balance being declared due,
immediately -

d. Be aware that late pavments may result  in added Interest
“charges . o
¢, Know that it vou tail to pay your debt, the "lending agency may

repossess the items purchased, and you may still be required
to repay the balance due on the goods. v

t, A cosilpner (one who signs a credit agreement saying that they
will fultill the oblipations ot the debtor should the dehtor
be unable to pav), is tiable tor the amount due Lf the debtor
det e

ERIC
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c. May lose the merchandise through repossessment of the
goods by the creditor

Misuse reaults in a poor credit rating

a. Misuse 1s recorded by credit bureaus

b. The credit rating follows you always

¢. You may be considered a "bad risk" in the ‘future

Credit cards may be lost or stolen

a. . You may be liable for some of the charges if the loss
is not reported to the proper agency

b, Take the proper steps if any credit cards are,lost

AN 3 - o i
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| FADER ACTIVITIES
(PRESENTATIONS FOR FIVE SESSIONS) .



LY 7 ) ’ . , cs "-,,‘. v
b ] \ - SESSION ONE PRESENTAT[ON :

-~ REASONS FUR USING CREDIT AND L()NShQUE.N(‘hS OF CRED[T USAGE i

-

The following plan is a suggested approach for a 50- ~minute presen—
tation covering the first two components of the credit module. h

The first column, "Section of Module” indicates the parc of the
modufe to bé covered. . . ¢ ' ‘ » o

The "Type of Acciv1Cy colunm CLllS whether che activity is .+~ g
Recommended, Suggesﬂ!d or Optional. Remember to cpncentrate first '
on the Recommended(R) activities and if time permits, next on the
Suggested(S) activities, and finally on the Optidnal(O) activities.

The "Time' column suggests how many minytes- might be spent on that
.particular activity in order to cover all ‘of the material in 50
‘minutes. It is important to remember that it may be very difficule
to cover all of this material in just 50 minutes. For this reason,
beé especially careful not to‘exceed the time limit suggestions in
the '"Time''“column unless you take equal time away from another part.

7 The "Activity' ‘LolumnvouggcscH ‘activities for meecing the ob-
gg;cctves. Often an activity says 'list", ' state', or '"define" for

ample. The actual approach to be used is ‘left -for you tg decide.
If you have faciligies for overhead project1on, chalkboard, or flip
chart, the#e can be used as well. You are urged to use whatever
method you feel i{s most effective, convenient, and available.

When an asterisk (%) appears at the end of an activity,’ it tndiCJCeq
that a transparency master for that particular &LCIViCy is in the
Appendix. Before you proceed bé sure that you are . familiar with the
objectives for these two compondnts, the material in the conceptual
outline for each component, and ‘have decided how you will accomplish
each activity. o '
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[ntvo- N g State that:

duction "Consumer credit i oa term we are all tamiliax
with but which many ot us we would ke to know
more about . There are many aspects ot credit to
be considered, too. In this session, we will be
tak ing o look at the reasons tor usiong cvedlic gnd
Che Consequences ol ading credit,

3 - - . We shiould began by detining cvedft as A TRUST -
' CHA L COODS AND SERVICES RECEIVED NOW, WILL BE PALD

: FOR TN T 'I"U'l'lll{l'l." (hayv this detinttion apain,)

r
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I R 7 (Oral Pretcsc) '
. o 8 Ask some or all of the following questilons .to stimu-
Reasons - late thought and to check th& amount of understanding
for Using . - the learners have about thib“topig.# (The trans-
Credit . parency of objectives can be” shown while asking these
’ questions.’) C

"1 cannot seem to pay my bills and feel further in
Cdebt ev ery month. What should T do?" (See page 25 E.)
"The new fdrniture l've been admiring has been put-
: on sale. What can 1 do?'" (See page 25, B.)»
”The hot water heater went on the blink. What can
: , Tdo? ’(‘mc page 2H, CL)
o . "My child's college scholarship has been discon-
’ tinued. What can | do?" (gee page 25, A.) - . - .
CAfter 1Hk1ng thage qugscions and receiving responses
rrom the ‘group, state this generalization "Credit .
can be used to dtlsfy both wants and needs.

R 107« Lint the five reasons for uslng credit from page
O, aned one at o time, ask tor examples of each.

-

- - f \F
1 : R . Ask some or all.oof the following questions to
_ stimalate f’houghfn_nd\'t'o ‘chieck the amount of under-—
Conge- ° - atanding the learners have about this toplc.* (The
’ qUEenCes t ransparency showing, object fves can be shown while
Credlt anking these questions.) . ;
Usiape "laodr possible tor me to afford lTuxurfes ou a
Limited monthly income?" (See page 28, Al.) 5
"The sale price was frresistabte, but 1 could not
pay the toral bill last month, so they have added
tinance, chavges, brinpging the price back up again.”
(See page U, BoA b o)
“Where does my money po? L had $50 at the begin-

ni‘n:;'_ ot the week, and now there is none!" (See

page SR AL ) ) '

Atter acking these questions and receiving responses

from the proup, stite this goneralization:  "Thege

are advantapes and disadvantages to using onsumer

crodit, all ot which shoutld be considered boetore

wtually wving, credit” . '

N to Makeo o twe colamn chart Tabeled, "Advantages v,
Disadvantages. " Underneach the appropriate column
freading, besin Tating the adyantapes and disadvan-

ERIC

Aruitoxt provided by Eic:
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(Cont.) tages of using credit from pages 28 and 29, dis-
QF cussing each as it 18 written(or viewed on the
7 transparency), by giving brief examples or’ ex-
planations(also on pages 28 and 79.)
Ask the group 1f they can think of any other .
advantages or disadvantages of using credit.

- 5 Ask if anyone haa questions or commentg concerning
the information on consumer credit covered in this
session. g :

\A
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SESSION ’bo PRESENTAT ION

TYPES AND SOURCES OF CREDIT

The following plan is a suggested approach for a 50-minute presentation
covering the third component of the credit modile.

The first column, "Sectioft of Module'" indicates the part of the module
to be covered. The "Type of Activity' column tells whether the activity
is Recommended, Suggested, or Optional. Remember to concentrate first
on the Recommended(R) activities, and if time permits, next on the

- Suggested(S) activites, and finally on the Optional(0) activities.

The "Time' column suggests how many minutes might be spent on that
particular activity in order to cover all of the material in 50 minutes.
It 18 important to remember that it may be very difficult to cover all
of this material in just 50 minutes. For this reason, be especially
careful not to exceed the time limit suggestions in the "Time" column
unless you take equal time away from another part. '

The "Activity" column suggests activities for meeting the objectives.
Often an activily says "list", "state", or "define", for example. The
actual approach to be ugsed 18 left for you to, decide. If you have
facilities for-overhead projection, chalkboard, or flip chart, these can
be used as well. You are urged to use whatever method you feel 18 most
effective, convenient, and available.

When an asterisk(*) appears at the end of an activity, it indicates
that a transparency master for that ‘particular activity is in the Appendix.
Before you proceed be sure that you are familiar with the objegtives
for this component, the material in the conceptual outline, and have
decided how you will accomplish each activity.
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[Tt R 2 State:
"During this session we will be talking about the
Types and types and sources of consumer credit. Some, you may
Sources of y be familiar with but others may be new to you.'
Credit ‘ ) '
R 8 (Oral Pretest)

Ask some or all of tise following questions to stim—
_ulate thought and to check the amount of under-

standing the learners have about this topic.* (The
. transparency of objectives can be shown while
asking these questions.)

S

"Can I get an installment loan at a department
store?" (See page 32, A.1))

"Are all credit card deals the same?" (See page
Ji . BL6L) < _

"hoes it makge_any difference where you go for a

lmn"' (See papge 32234, BO)
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Activity

S, e

IIIL
(Cont'd)

0

"What does it cost when I overdraw my checking
account?'" (See page 33, B.7.)

"Does the amount borrowed from the consumer finance
company have to be backed by collateral?" (See

page 33, B.3.) .

After asking these questions and recelving responses
from the-group, state this generalization: ''There
are different types of credit and many different
places to obtain credit, each -having characteristics
that consumers seeking credit should be aware of."

Explain that there are basically two types of con-
sumer credit, installment and non-installment.
Describe each (see page 32) and have the learners
give examples.*

Describe the ten sources of consumer credit listed
on pages 32-34.*% Allow time for the group to con-
slder and discuss each.

Review the three sourcés with the lowest true Annual
Percentage Rate and the three with the highest true
Annual Percantage Rate.

Point out the special characteristics ~f each of the
ten sources explained on pages 32-34. Ask if thcre
are any questions. :

Ask if any of the group members belong to a credit
union or if they have one where they work. Do some
of them have life insurance policies which they might
borrow against? What consumer credit sources have
they used? Which do they feel are the best?

Ask Lf anyone has questions or “‘comments concerning
the fnformation on consumer Crbdit covered in this
session.

en
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SESSION THREE PRESENTAT1ON

CREDIT AND YOUR CREDIT RATING

The following plan is a suggested approach for a 50~ minute presentation
covering the fourth component of the credit module.

The first column, "Section of Module'" indicates the part of the module
to be covered. "Type of Activity" column tells whether .the activity

18 Recommended, ;.‘ested, or Optional. Remember to concentrate first on
the Recommended(R) activities, and if time permits, next on the Suggested
(S) activities, and finally on the Optional (0) activities.

The '"Time" column suggests how many minutes might be spent on that
particular activity in order to cover all of the material in 50 minutes.
It 18 important to remember that it may be very difficult to cover all of
this material in just 50 minutes. For this reason, be especlally careful
not to ‘exceed the time limit suggestions 1in the "Time" column unless you
take equal time away from another part.

The "Activity" co 1lymn suggests activities for meeting the objectives.
Often an activity says- "list", 'state", or '"define", for example. The
actpal approach to be used .is left for you to decide. If you have
facilities for overhead projection, chalkboard, or flip chart, these can
be used as well. You are urged to use whatever method you feel is most
ef fectitve, convenient, and available.

When an asterisk(*) appears at the end of an activity, 1t indicates
that a transparency master for that particular activity is in the Appendix.
Before you proceed, be sure that you are familiar with the objectives for
this component, the material in the conceptual outline, and have decided

. how you will accomplish each activity,
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v R 2 State:
"During this session we will be discussing the
Credit and credit rating, what 1t is, and what it can mean to
Your Credit y()uv,"
Rating .
R b) (Wral Pretest)

Ask some or all of the following questions to
stimulate thought and to check the amount of under-
standing the learners have about this topic.* (The
transparency of objectives can be shown while asking
these questions.)

"Noes a (r(dLC rating follow me forever?" (Sec

cpage 38, boil)

"Does everyone have a.credit rating?" (See page 37,

B.2.) .

"Where is the local credit bureau located?” (See
D




Section
of

Module

Type

of
Activity

Time
(Min.)

10

-

Activity

-

your local telephone directory or your local
Better Business Bureau for this information.)
After asking these questions and recelving
regponses from the group, state this general-
ization: "A credit rating 1is establish
'first time you use credit and follows

~ where as a record of your continuous fcredit

behavior."

Vertically, list five letter "C's".
first "C", write the word from page 37,
represents the first influence on one's a 1iity to
obtain credit. ive an example of what it means
in terms of obtaining consumer credit (adso on
page 37). Do tﬁk same for the next fou

Describe how the credit bureau operates ¢ 37).

Discuss factors influencing one's credit rating
(page 37). '

Discuss why it is important to maintain a good
credit rating (page 38).

Explain that there- are f;br ways or processes
that agencies use to obtain credit information. .
Tell and, briefly, discuss what they are (page 38).

Show examples of written credit aoplications.*
Discuss the various questions .+  applications
as each relates to the five '« of obtaining
credit (page 38).

¥ 2
Discuss with the group what quegtions are com-
monly asked during a credit interview, in terms

of the-five "C's" of obtaining credit.* (Role-play)

Tell what types of questions are commonly asked
on the telephone (page 38).

Ask 1f anyone has questions or comments concerning
the information on consumer credit covered in
this session. . Y
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SESSION FOUR_PRE}ENTATION

KNOWING YOUR RIGHTS AND-RESPONSIBILITIES CONCERNING CREDIT (Part I)

Th"!ollowing plan 18 a suggested approach for a 50-minute presentation
covering the first part (Consumer Credit Rights) of the fifth component
of the credit module.

The first column, "Section of Module'" indicates the part of the module
to be covered. ‘ '

'~ The "Type of Activity'" column tells whether the activity 1s Recommended,
- Suggested, or Optional. Remember to concentrate first on the Recommended
(R) activities, and if time permits, next on the Suggested(S) activities,
and finally on the Optional(0) activities. .
" The "Time" column suggests how many minutes might, be spent on that
rparticular activity in order to cover all of the material in 50 minutes.
¥ It is important to remember that it may be very difficult to cover all
of this material in just 50 minutes. For this reason, be egpecially
‘careful not to exceed the time limit suggestions in the "Time" column
unless you take equal time away from another part. :

The "Activity'" columm suggests activities for meeting the objectives
Often an activity says "1list', 'state', or "define", for example. The
actual approach to be used 1is left for you to decide. If you have
facilities for overhead projection, chalkboard, or flip chart, these
can be used as well. You are urged to use whatever method you feel 1is
effective, convenient, and available.

- When an asterisk(*) appears at the end of an activity, it indicates
that a transparency master for that particular activity is in the Appendix.
Before you proceed, be sure that you are familiar with the objectives '
for the first part of ¢thils component, the material in the conceptual
outline (Part A. Rights), and have decided how you will accomplish each

activity.
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v R 28, State:
(Part A) "We all have certain rights and responsibilities
related to our use of consumer credit. During
Knowing . this session, we will be concerned with our
Your consumer credit rights."
Rights
and R 8 (Oral Pretest)
Responsi- Ask some or all of the following questions to
bilities stimulate thought and to check the amount of under-
Concerdiny standing the learners have about this tople.*
Credit (The transparency of object ives can be shown
while asking these questions.)

i
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Activity

\'J
(Part A)
(Cont'd)

4

o

"What rights do women .have concerning credit?""
(See pages 43~44, A.1.d and A.2.d and A.3.h.)
"What should I do if I feel I have been treated
unfairly in a credit transaction?" (See page

44, A.LL)

"If I have been turned down after. applying for
credit, what can I do?" (See page 42, A.l.b.)
"Can alimony or child support money be counted as
income on a credit application?" (See page 43,
A.2.d.2.)

After asking these questions and receiving re-
sponses from the group, state this generalization:
"Each consumer has rights which can help him
know how to. use credit wisely."

List the four consumer credit rights from pages
42-46. ’ ' .

Discuss the four major credit related laws(pages

. 4246 1n terms of what they do for the consumer

(or how they apply to the four rights.)*

Discuss the other sources of consumer credit re-
dress from pages 44 and 46.%

[y

Ask if anyone has questions or comments concerning

the information on consumer credit covered in this
session.

t



SESSION’ FIVE PRESENTATION

KNOWING YOUR RIGHTS AND RESPONSIBILITIES CONCERNING CREDIT‘(Part‘II)

" The following plan 1s a suggested approacH for a 50-minute presentation
covering the second part (Consumer Credit Responsibilities) of the
f1fth component of the credit moddje.

The first column’, "Section of .dule" indicates the part of .the
module to be covered.

The "Type of Activity" column tells whether the activity is'Recom
mended, Suggested, or Optional. Remember to concentrate first on the
Recommended(R) activities, and 1f time permits, next on the Suggested(s)
activities, and finally on the Optional (0) activities.. .

The "Time" column suggests how many minutes might be spent on that
particular activity in order to cover all of the material in 50 minutes.
It is important to remember that it may be very difficult to cover all
of this material in just 50 minutes. For this reason, be especially
careful not to exceed the time limit suggestions in the "Time'" column
unless you take equal time away from another part.

" The "Activity" column suggests activities for meeting the objectives
Often an activity says "list", 'state", or "define", for example. The
actual approach to be used is,left for you to decide. If you have
facilities for overhead projection, chalkboard, or flip chart, these can
be used as well. You are urged to use whatever method you feel 18 most
effective, convenient, and available.

When an asterisk(*) appears at the end of an activity, it 1nd1cates
that a transparency master for that particular activity 1s 15 the
Appendix. Before you proceed, be sure that you are familiar with the
objectives for the second part of this component, the material in the
conceptual outline (Part B. Responsibilities), and have decided how you
will accomplish each activity.
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\% R 1 State:
(Part B) - "In addition to our rights in using consumer credit,
. we have certain responsibilities to remember when
Knowing %Sing credit. During this session, we will be con~-
Your : ccerned with these responsibilities."
Rights ) .
and R 7 (Oral Pretest)
Responsi- Ask some or all of the following questions to
bilities stimulate thought and to check the amount. of under-
Concerning standing the learners have about this topic.* (The
Credlt transparency of objectives can be shown while asking
Lhcso questions.)
"Don't bank and auto dealers charge about the same

YO
e
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Activity
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(Part B)

(Cont'd)

R 2
R 5
R 4
R 9
S 8
R 9
S 5

for interest?" (See page 47, B.2.a. and B.2.d.)

"How can I figure out the real-cost of a credit
purchase?" (See page 4b, B.l.) _
"What should I look for in a contract before I sign?"
(See pages 47-48, B.3.) .

"Isn't it true that under the law, I am pot liable
for illegal use of a lost credit card?" (See’ page 44,

~A.3.8.) .

After asking these questions and receiving responses-
from the group, state this generalization: "Each
consumer has responsibilitiies which cah help him
know howCto use credit wisely.

List the five consumer credit respdnsibilities(from
pages 46-49.)

Explain how to compute the true Annual Pércentage
Rate(page 46).* Help the group draw conclusions
‘about the effect of the amount of interest and the
amount of downpayment on the real cost of the credit
transaction.

Rank the ten sources of consumer credit from lowest
to highest true Annual Percentage Rate charged.*
Discuss the great differences in terms of actual
cost to the consumer (page 47.)

Describe an example of a consumer credit contract.*
Mention the fourteen things, from pages 47-48, to be
sure are included before signing the contract.
Discuss each.

Ask the group to discuss how they keep records of
credit transactions. Ask them,to make suggestions

of how to keep accurate accounts of credit expend-
itures. Depending on their responses, suggest ways

of keeping accurate records in addition to suggesting
ways to prevent overextens 'n of credit by setting
limits on amounts to be ii:ut in credit per month
(page 48).

Review the consequences of failing to meet credit
obligations(pages 48-49.) Ask the group to draw
conclusions about the, importance of repaying debts
promptly and of meeting one's financial obligations.

Ask if agyone has questions or comments concerning the

information on consumer credit covered in this session
or in any other session of the module.

€3
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GLOSSARY

Acceleration Clause -~ A statement granting the creditor the right to de-
mand that all payMenta become due.

’ T
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Annual Percentage Rate - The actual rate of intereet figured on a yearly

basis and expressed in percentage terms.

Balance - Total amount due after downpayments are made, or.'the amount
remaining to be paid.

Balloon Clause - A statement allowing for attractive, low monthly pay-
ments until the end of the contract period when amounts may be signi-
ficantlyuhigher than in previous payments.

Bankruptcy - ‘A legal proceeding.déclaring that an 1nd1v1dua1 is over-
extended in debt or unable to pay obligations. ' Assets may be “dis-
- tributed among creditors.

Budget - A systematic method of planning the use of income for various
expenditures. ‘

“

Capital - Assets in the form of cash, property or securities belonging
to a person. ‘ ’

Charge Account - Arrangement permitting the customer to buy goods and
services now and pay for them later.

Collateral - Something of worth which serves as security for a loan.

Consumer Finance Company - A business which makes installment loans to
consumers.

Contract - A sales agreement between creditor and debtor stating condi-
tions of sale.

Credit - A trust that goods or services received now will be paild for in
the future. : /

Credit Bureau - Agency which collects information on the credit behavior
of individual consumers and sells the information to qualified firms
or businesseés for confidential use.

Credit Rating - A record of an individual's past credit behavior,

Credit Union - A cooperétive association which extends credit to members
only. '

Creditor - A person or agency that extends credit by lending money Or
selling goods and services on credit.

Debtor - A person who receives credit and promises to repay

»r-
J
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, : - +
Default'— Failure to meet a payment or to fulfill an obligation.

Diacloaure Statement - A statement giving all the terms of the credit ‘
transaction. . » } e “

Diecodnting —5Deducting service charges, for the crefit being extended,
before giving the horrower the money loaned him.

Dollar Cost of Credit - The total cost.of using the, credit expreaaed in
dollars —_the total cost minus the down payment.

Down Payment -~ Any money pald as an 1nitial 1nstallment on the total cost’
of an item.

Finance Chatge - The amount charged for the use.lf the credit aervices

4

€ - A court order presented to a debtor's employer requiring
{ of his wages be used to repay a creditor because payments to

" Installment Credit - A type of credit in which repayment is made at
specific intervals for a stated period of time.

Interest - Amount paid for the use of credit over a period of time.

Liability -~ An obligation to pay for merchandise or to insure the quality
of merghandise.

Outstandiﬁg Balance ~ The amount of money or charges still to be paid.

Overdraft - A check written for an amount exceeding the balance in the
signer's account.

Principal - The amount to be paid on the original amount borrowed, not on
the interest amount added to the loan.

Service Credit - Credit extended by utility companies or professional
agencies allowing use of their service before paying for 1it.

Title - A document indicating legal ownership,
Unpaid Balance - Amount remaining to be paid.

Usury - Excessive charge for the use of.money.

- 2\
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For more in—depth reading on theé preceding topics, see any ofie or more of
the following references. If ¢t e are not available in your local

school, college, or public 1ibra , Yyou may wish todider several for your
_use. . , X i, : B 3

Textbooks . > : £ - ,':_.‘T.‘
- Burda, Edward T., Consumer Finance, Harcourt Brace Jovanovich, Inc., N.Y.,!

1975, pp. 42, 86-112. ‘ : ‘ ) , o

| ” '

De Brum, S. Joseph, Peter G. Haines, Dean R. Malsbaly, and Ernest H. .

Crabbe, General Business for" Economic Undeérstanding, Smith-Westetn K

Publishing Co., N.Y., 1972, '

Garman, E. Thomas, and Sidney W. Eckert, The Consumer's World, McGraw-
Hi1ll Book Co., N.Y., 1974, pp. 99 26

T

Gordon, Leland J. and M. Lee btewart‘ Economics for Congumerg, Van
Nostrand Reinhold Co., N.Y., 1972, pp. 316-337.

Jelly, Herbert M. and Robert O. Herrmann, The American Consumer, McGraw-
Hill Book Co., N.Y., 1973, pp. 354-391.

Miller, Roger L., Economic Issues for ansumers, West Publishing Co
., N.Y., 1975, pp. 113-272. :

Porter, Sylvia, Money Book, vol. 1 and 2; Doubleday'& Co., Inc., N.Y., -
1975, pp. 89-153, 1122-1170. P

Price, Ray G., Vernon A. Musselman, and J. Curtis Hall, General Business
for Everyday Living, Gregg Division, McGraw-Hill Book Co., N.Y., 1973.

Raines, Margaret, Consumer's Management, Charles A. Bennet Co., Inc.,
III., 1973, pp. 64-69, 229-231. '

Schoen ld, David, and Arthur A. Natella, The Comnsumer and His Dollars,
Oceana Publishing. Inc., N.Y., 1970, pp. 169- 188

u

Smith Cdrlton, Richard Putnam Pratt, and Time Life Editors, The Time-

Life Bgok of Family Finance, Time- Life Books, N Y., 1969, pp. 7-=12,
22-40, 95, 206. - i

ot

Troelstrup, Arch W., Fhe Consumer in American Sociegx, McGraw-Hi1l Book

Co., N.Y., 1974, pp. 168-194, 358-359." £
Warmke, Roman F., Eugene D. Wyllie, W. Harmon Wngon, and Elvin S.
Fyster, Lonegggr»}eonomic Problems, South- Wesuoﬂh, Publishing Co,,

N.‘*, 197L, pp. 152, 189, 420-437, 451.
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*Articles

/S M
Bender, M., "Should You Join #d Credit Unfon?," Mc Calll's, vol. 102

(May, 1975), p. 959.

Brooks, T. R., "At lLast: VFair Credit Treatment for
Digest, vol. 107 (September, 1975), pp. 19-24.

omen,'" Reader's

Chan, J., "Gett’ing, Credit Inh Your Own Name,'
(August, 1976), pp. 96-99.

Mc Call's, vol. 109

"Credit Cards & Loans Dented Women," Ladfes' llome Jourmal, February,
1973, pp. 44, 131.

"Credit Cards: Growing Concern Over Your Privacy," U.S. News & World
Report, (February 23, 1976), p. 43.

Daly, M., "Don’'t Be In the Dark About Credit Terms: Your New Credit
Rights As a Borrower,'" Better Homes & Gardens, vol. 54 (January, 196),

AL

p. 45.
"Discounts for Fach," Changlng Times, September, 1976, p, 6 .

ponnelly, Caroline, "New Long-Term Car Loans at Short-lerm Prices,"”
Money, Scptember, 1976, pp. 43-44. ’

N

"How Cowpanies Rate Credit Risks," U.S. News. & World Report, (July 19,
1976), p. HO.

“How doess vour Credio Cand BT Changing Times, January, 1976, p. 4. .

"How Much Does (eedit Really Cost You,' Me Call's, April, 1973, pp. +2-49.
_ | s pri Dl

"How to Establisnh Your Credit -abitity," Chang fug Times, June, 1973,
pp. 3 b

Meaneatr , Ao 5., "Answers to Your Questions About dredit ,vood Housekeepling,
vol. 183 cduane, 19760), p. 200 ) \

UNeed to o Borrow e Tot oo Money faoa oy S Chong ing Flmes, omuaarey, 176,
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. Wedver, P.,\"ArebYou Using Credit Wisely?," Today's Health, vol. 53
(November, 1975), pp. 42-43. :

~

"When You Need&po Borrow Cash . . .." Changing Times, vol. 29 (February,

1979, pp. 33-34. , \
< |
Urganizat fons ‘
Private’ ' L M

American Bankers Associat{ion, 17 Fast i6th Street, New York, N.Y.,
L0016 .

American Bar Associatfon, 119 Fast o0th Street, Chicago, 11., 60637,

Amer{can Couneil on Consumer Interests, 16?2 Stanley Hall, University
ot Missouri, Columbia, Mo., 65201.

Council ot Betrer Buasiness Bureaus, tane., TS0 - 17th Street, N.W.,
Washineton, Do, o 200 6.
Household Financee Jorporat ion, Prudential Plaza, ¢hicago, 11., 60601,

Natfonal Ndvertising Review Board, 8350 Third Avenue, New York, N.Y.,
10027, -

National committee tor Fdocatfon o Family Finance, 277 Park Aveonue,

Newe Yok, Nov o ool

Natfonal Consumer Finaanee Assoctat ion, BEducational services Division,
ll)()i& loth Strect, MWoWe, Washiongton, Doco, OO 6.

National Public ITaterest Becearche Groups, 1837 M Street, NOWO

Waishineton, oo, T00 o

1

doos Peuneveso, Pdon ctronal Kedattons, 301 Avenue of the Americas,
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State

Attorney General's Office, 1101 E. Broad Street, Richmond, Va., 23219.

Of fice of Consumer Attafvs, Virginia Dept. ot Agricultﬁre and Commerce,

825 East Broad St[ﬂ“‘t, P.o. Box 1163, Richmond, Va.,
. i
State Legislator

23219.

Virginia Citizens Consumer Council, PO Box 777, Springtield, Va.,

22150

Consumer Credit Counseling & Educational bervice of Greater Washington,

Inc., 3541 Chain Bridge Road, Fafrfax, Va., 22030.

Virginia Legal Afd Socfety, PO Box 41/, Richmond, Va., 23203.

Virginia Retail Merchants Association, Raleigh Hotel, Sutte #3,

Richmond, Va., 23719.
State (',‘.wl‘pn( ation Commission, S00-552 9760,
1:0&‘_(}_1
County and City consumer protection .’l},’,t‘[l(‘;i('ﬂ
Lacal bank-.

Low al Bettetr By inea:ss Bur eavis

Better Busioness Burean ot Metropolitan Washington, 1
NoW., Washiogton, D.oo, JO004.

Bt ter Business Bulean ot Roanoke Valley, Suite 646
Power Buildiap . 1945 West Campbell Avenue, Roanoke,

Retter Busine .o Bureau ol Richmond, 40270 West Broad

11l E Street,

A, Crystal
Vh., 24011.

Street, Richmond,

VLo
Spdewater Better Bustues . burean, Tl West York stveet, Nortolk,
Va. ., Jisle
4
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A local crédit union (for infermation on c¢redit fees, debts, credit
laws, financii counseling, purchasing a car or life Insurance)

-

Local Legal Aid Soclety
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REACTLIONS TO YOUR USE OF THIS MODULE

1. I used.this module with the tollowing group of adults:

(please deser ibe)

O, L The group's reactions to the modular approach were:

b, My reactions to ousis this approach arve:

>
' My ooyt bor o penv i ions e
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1
& Activity 1

. REASOMS FOR USING CREDIT

MAJOR OBJECTIVE : To EXPLAIN REASONS FOR THE USE OF CREDIT.

SPECIFIC OBJFCTIVES: CITE THE MAJOK REASONS FOR USING CREDIT AND
GIVE EXAMPLES.OF EACH REASON,

o
ERIC

Full Tt Provided by ERIC.



S IX

Activity 1
’ | I1. CONSEQUENCES OF CREDIT USAGE
Mauor OBJECTIVE: To MAKE PREDICTIONS ABOUT THE. CONSEQUENCES O
USING CREDIT,

SpeciFic OBJECTIVES: LIST SEVERAL ADVANTAGES OF USING CREDIT, AND

GIVE EXAMPLES OF EACH.
LIST SEVERAL DISADVANTAGES OF USING CREDIT,

AND GIVE EXAMPLES OF EACH.




‘- - ' TT. CONSEQUENCES OF CREDIT USAGE

I1. Consequences of Credit Usage ™
A. Advantages
1. To improve one's general level of living- one's
level of living is not restricted to the amount of
/ cash on hand

. To take advantage of sales

3.  To purchase large items and use them while still
. paving tor them '

4. To make purchases more conveniently
manage overall expenditures more effectively
To establish a credit rating
)
J. To beat {nflation
. To use it as a form of "savings"

9.  To keep saving:s intact

)

Disadvantages

.. Future carnings are already committed to be spent
’ Provides a talse sense of security

V.o Decreases cash savings

Ao Pav o inanee charges in addition to the cost of the
product ot service

S Mav tead to o credit overextension or bankruptey
. Micduse tesulbts in g poor credit rating

Crodet conds o may be Tost o or stolen

~¢ N,
¢ L"('

O

ERIC
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Activity ?

ADVANTAGES V. DISADVANTAGES OF CREDIT USAGE

S , » s

Advantages Disadvantages
Improves general level Future earnings are .
of living already committed

to be spent

Allows taking advantage Provides a false sense b
of sales of security B S
Lets you use large items ° Decreases cash savings

while paying for them

Make purchases more con- May lead to credit
veniently (no need overextension or
to carry cash) bankruptcy

Manage overall expend! Misuse results in poor
tures effectively with credit rating
receipts

Establish a credfit Credit cards may be
rating lost or stolen

Other:

Can hefp beat Intlatlon

Use it as a form ot
“savings
Other:

A kb

[




III
Activity 1

-
P4

11, TYPES AND SOURCES Ot CREDIT

MaJor OBJECTIVE: To DESCRIBE VARIOUS TYPES AND SOURCES OF
CONSUMER CREDIT,

SpeciFic OBJECTIVES: INDICATE THE DIFFERENCES BETWEEN INSTALL-
MENT AND NON-INSTALLMENT CREDIT PLANS,

DIFFERENTIATE AMONG THE SOURCES OF PLACES

TO OBTAIN CREDIT, ‘




III
Activity2

TYPES OF CONSUMER CREDIT -

INSTALLMENT
SED FOR MAJOR PURPOSES, USUALLY
PAYMENT IS OVER A SERIES OF MONTHS OR YEARS
ECIFIED AMOUNT OF INTEREST IS PAID
CH INSTALLMENT USUALLY INCLUDED THE FINANCE CHARGES
IMES, TOTAL AMOUNT CAN BE REPAID, BEFORE IT IS DUE,
TO AVOID SOME OF THE FINANCE CHARGES
USUALLY INVOLVES A" WRITTEN AGREEMENT
May REQUIRE A TRADE-IN OR DOWNPAYMENT

NON- INSTALLMENT

HERE ARE NO FIXED PAYMENTS
YPES INCLUDE: '
SERVICE CREDIT - YOU APPLY FOR SERVICE AN? MAY HAVE TO PAY
A DEPOSIT (UTILITY BILLS ,
TOR’S BILLS - USUALLY PAID IN FULL WHEN DUE
HARGE ACCOUNTS - MAY PAY AMOUNT DUE IN 30U DAYS (REGULAR)

OR PAY A PORTION WITHIN FIRST 30 DAYS
AND THE REMAINDER LATER (REVOLVING CHARGE)

i SINGLE PAYMENT 1S MADE

)
v

Sig,

oy ¢




. . )/ ! ’3 B n ,

SOURCES OF OR PLACES TO OBTAIN CREDIT ¢

.
. ’ ",
;
1. Commercial banks .
. : . 1
2. C(Credit Unions g
u":
3. Consumer finance companies R
: . ¢

4, Sales. finance companies
. Department storues
6. Credit cards

/. Bank overdraft toans
3

8. Pawn brokers

. \\ L
9.  Savings and Loan Associat ious . @\ ‘

10, TInsurance companies

o

ERIC | e
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| . ' 7! Activity 3 (a)
vJ ~TEN SOURCES OF-CONSUMER CREDIT

¥

a

Commercial Baniss . '

.,Cdiiateral often required; monthly repayments usually required;
" low interpst rates (10-14% annually); average losan about $1,100;
" serve low and medium risk customers; service fee for early repay-
ment; may discount amount ofr loan-deduct the service charge
“before giving the amount of the loan to the customer; character
or signature loans usually avatlable
: 8

Credit Unlons ‘ B !

ot

Membership required to receive a loan; low interest rate(9-12% .
annually); character or signature loan usually available; ‘payroll *

deduction nprmally required; may have I'imit=<on borrowed amounts;
) -udually quick and easy serviceg

-

“w,

gonsumer Finance Companies’ )

Maximum amounts to borrow are 1im1ted serve highest risk cudtomers;
higher Interest rate(l4-367 annually); high degree,of advertising

and promotion; service fee tor egrly repayment; collateral needed
to insure loan PR .

'

’ ~. / / ‘ o
Y . ; i g

f
Sales Finance Companies

Lending arranged through rotaller (usually automobiles) indirect

borr0wing in that {t is not the retailer that provides the

o credit; may Berve higher risk customers; higher interest rate . |

(16-247 annually); purchased goodb serve as. collategal (new car)'
gervice fee for early repdeent

’

.=‘% .

Department'Stores

Credit available soon atter submitting application revolving
credit available with the option of paying in full when bill
o 1la received or paving in {nstallment credit plan avalilable

o (interest rate of 12-16%); add-on optloen . is dhua%ly,available
¢ *on ipsallment plans ., - S ) ;e
¢ o : , .
Credit Cards-Customer's credit-will .be honored &p to spec{fied amount
T i Ty X - ~

'
S

. : Reﬁuil'stoge oFedft cards-lssued by department stores and roll
. ’ : companiesy honored in dpecific store,
comipany, or chain of stores, credit
cards are Issued directly to customer,
' L repular or revolving charge plan pay-
‘ acnt s are avaflable

\‘1 " . . - - ' .l ,,.4 - \JO . R , . , - ° PN ‘/
ERIC | e | r
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o L 111 “
o o : Activity 3 (b)Y

TEN SOURCES OF CONSUMER CREDIT (CONTINUED)

Bank credit cards issued by bank or banks for general purposes,
honored in a va¥iety of places for a variety’ of
goods and services, sometimes offers loan
privileges

Travel and entertainment credit cards—issued by agencies after

! : careful investigation of card
' . holder, annual fee is charged
. for use of card, often used by
. business men (good expense
: record for business expenses
' absorbed by employing firm)

Bank Overdraft Loans

Prior written approval required before exercising privileges; max-
fmum credit limit and repayment schedule established; checks may .

be writteh against credit limit (if total amount owed'does not

exceéd limit; additional amount 1is credited to account as a loan);
automatic deductions may be made from checking account or monthly )
payments are made to pay back loan; finance charge on outstanding .
balance is made with each month’'s payment or deduction (usually o
1 1/2-2% monthly, 18-24% annually)

Pawn Brokers

‘Security surrendered to pawn broker until repayment; lvan is for

'60-90% -of present value of security; high interest rates (30-36%

annually); -loan need not be repaid (but the security goods will be

forfeited) A N a 3
P

C . ’ .
Savings and Loan Associatlons ’ ’
- — ° :

Mostly housing and real estate loans; can borrow againgt personal

savings account (interest rates aré low - 7-8% annually) : A
8 . o & . " , )
, N » L
[nsurance Companies
- a
Loan up to 957 ot cash valae of insured's policy; no (‘,@m‘li t investi-
pation; low interest rates (5-8% annually); face value of policy Is
reduced by amount of loan in event of death; no time limit fom re- &
payment ; no service tee for early loan repaynfent
. >
827 '
. Qo . o
\) . . . . \J Ax e e e RS S
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- . Activity 1

i

V. CREDIT AND YOUR CREDIT RATING

MaJor OBJECTIVE: To SUMMARIZE FACTORS CONCERNING OBTAINING
CREDIT AND A CREDIT RATING.,

SPECIFIC UBJECTIVES RELATE THE FACTORS INFLUENCING ONE'S ABILITY

TO OBTAIN CREDIT,

CITE EXAMPLES OF DIFFERENT PROCESSES USED
AND INFORMATION NEEDED IN OBTAJNING CREDIT,

IDENTIFY FACTORS INFLUENCING ONE'S CREDIT

RATING.,

BECOME AWARE OF THE IMPORTANCE OF MAINTAINING

A GOOD, CREDIT RATING,

[

-anyp

83




, - THEFIVEC'S
\®  (Masor FacToRs INFLUENCING ABILITY TO OBTAIN CREDIT)

ESTY

~CHARACTER: EFNTEGRITY IN USE OF CREDIT
' ILLINGNESS TO REPAY

-CAPACITY: ING POWER (INCOME)
| URRENT CREDIT COMMITMENTS

-CAPITAL: NET WORTH OF INDIVIDUAL - ACCLMLA‘ED ASSET VALUES

MINUS DEBTS

FINANCIAL Rssomces - CASH VALUE OF LIFE INSURANCE,

-COLLATERAL: ITEMS WHICH CAN BE USED AS SECURITY FOR A LOAN IN
| CASE YOU DEFAULT

-CONDITIONS: QVERALL SUPPLY AND DEMAND OF CREDIT
- VAILABILITY OF MONEY
GENERAL WILLINGNESS OF LENDERS TO LEND

—

Activity 2



FACTORS INFLUENCING ONE'S ABILITY TO OBTAIN CREDIT.

0

Character

Capacity . K (:f”z

Capital
Collateral (items that can be used as security for a loan)

Conditiens (the ov%xall éupply and demand of credit in
the economy) - :

£ '
' *

A
PEY -
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IV
Activity 8

. L
SUGGESTIONS FOR ROLE PLAYING THE INTERVIEW

-

1. For this "interview", the volunteer will pretend to be a sales-
person for a small business. ~He/she receives a moderate income
and 1s buying a home. There is a semi-completed application
form included with these suggestions. This application form
can Indicate the direction for the interview. Quéstions
can be asked about information not given on the application or
to clarify information that is given. )

2. When asking for a volunteer, explain to e gfoup that this will

- serve as a simple example of interviewiga credit applicant.
Be informal and at ease when asking for a volunteer. If no
one volunteers, it is possible that someone is waiting to be
chosen. A good prospect is the person $ho seems to be the most
interested or the one who asks the most questions. (If you still
do not have a volunteer, dispense with the role-playing sug-
gestion. Simply, tell some of the questions asked during an
interview.)

3. Take your places in front of the group; be comfortable. Sit
in chairs facing each other but partially facing the group, too.

4., Use the partially completed application and conduct the "ip-
terview."
+
‘ 5. After the "interview'", be sure to show appreciation to the
volunteer for his, contribution to the session.

6. Review some of the responses made, and indicate the gffect of
such responses on the probability of the applicant receiving |
credit. Ask the group how they felt about a) the interview:
b) the questions asked c\h>he respongses given d) whether or
not they feel the applica c\should receive the credit.

\
' .
~ -

“~
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. Activity 1
-

N

V. KNOWING YOUR RIGHTS AND RESPONSIBILITIES CONCERNING CREDIT

-~

MagoR OBUECTIVE:  TO SUMMARIZE .VARIOUS CONSUMER RIGHTS AND
' RESPONS IBILIFIES CONCERNING CREDIT,

SPECIFIC OBJECTIVESY LIST THE BASIC CONSUMER RIGHTS ABOUT CREDIT
| b AND CITE EXAMPLES OF LEGISLATION AND AGENCIES
WHICH HELP GUARANTEE EACH OF THOSE CONSUMER
CREDIT RIGHTS,
IDENTIFY GENERAL CONSUMER CREDIT RESPON-
3 . SIBILITIES AND DESCRIBE THE FUNDAMENTAL
T CONCEPTS BEHIND EACH, |

i




’ Activity 3 (a)

FOUR MAJOR CREDIT RELATED LAWS

" (As each relates to the four Consumer Credit Rights)

Consumer Credit Right-To be informed

Laws

Truth-1n~Lend1ng ‘ 1-Contracts must include disclosure state-

(Consumer Credit ments with ﬁ;emized~list of all €harges.
and Protection « ‘
Act) ) 2-True Annual Percentage Rate must be stated,

- 3-The first 75% of your take home pay is exempt
from garnishment, and an employee cannot be
'\ : fired the first time his wages are garnisheed.

4-Creditors can compute finance charges on basis
of average daily balance, adjusted balance,
previous balance or insist that the total
amount is due in 25 days. ¢

"J
.

Fair Credit Re= -leimiﬁs lost credit card liability to $50 per
porting Act, 1972 card.

2—1@ you are dented credit, you have a right to

find out why.
1 b . i

Fair/Credit Billing 1-Consumers should report billing errors. T
Act ‘1975 S . . .
 2-Customers' need not pay disputed amount during
- the time of the dispute.

‘ 3-Customers may withhold payments if mercHandise
: is defective

4-Creditor can give up to 5% discount to cust-
omers paying by cash. ~

Equal Credit Op- 1-Credit cannot be denied to a person begause of
“oportunity Act sex or marital status. ,
72;Louples with joint bank accounts may request

that {nformation concerning these accounts be
repdfted in each person's name so both will have
a4 credit history. o v

[ W4

Other :b% . ('r—, ’ ‘

91




. N L Letiwity 3 (b)
: ,‘.3{‘ . Lo ’ , . v ] - . ‘ C . .. -

Pl

A — l’//', I
o . ' *
T

/

. ' 'FOUR MAJOR CREDIT RELATED LAWS
. J/l L

(As each relates to the ;dﬁr Consumer Credit Rights).

. a
Consumer Credit Right-To ‘choose

R
n )

Laws ’ . ol
I . - &
Truth-In-Lending 1-Opportunity to compare . .rates at i
(Consumer Cpedit different credit granting in- ‘ C
and Protegtion stitutions exists.
Act) W .
&
ne »
s . ' "

Fair® Credit Re-~ 1-Electing to notify creditor . . .

: peorting Act, 1972 immgdiately about lost credit —
e . \ ' cards, thereby having no 1i- i- o
l ability whatsvever, 1s possible. b,
Fair Credit ‘ 1~-To choose not to pay the amount e
Billing Act, 1975 '1in question during the time o

, of the dispute, 1s a 'right..
i
Equél Credit Op- 1-Creditor must not discriminate e
porturity Act against sex or marital status . 'ﬂ)
< : of credit applicant. .
i ’ - . - ~ . .
\ Othef 4 " | S g
fe o 1 , '
.
T,




. o . . "u, . ‘ —\ ’ ] V .
.Qa .o o ;. | o o -Activit§??_(c)

. RS L ' . S, R ;i LT G
FOUR MAJOR CREDIT RELATED Laws

'(As.each“relates to ithe four.COPS“mer Creqit.RiShtS)
R ' - B . b . .

~ “

' Cohsumer Credit'Righ;-To-gafety;m‘.

. .o s L - ¥
B Lawg Q} A . - . L ‘. - .

- Truth-In-lending - 1-If you aBTee that your home will serye
(Consumer Credit ag security for g loan, . you may cancel the
and Protection ' : agreement, “In writing, within three pusi-
‘Act) . ness days fOllow;ng'the_agreement°_, - '

»

- . : . - ,,,T__,;;\'-'\' ‘
1-Lost credit card 1iability 18 litited to
$50/card. . b1 1S .

Fair Credit Re-
\ porting Act, 1972
“‘2-Credit customerg may have thelr credie
"report.withheld from 'anYQne who hag no
right to the information, and adverse in~
formation may not be repOrted after 7 years.
P | : . N .

\ ’ . . : ’ A
N . \ : . .

g Fé@r_Credit Billing =~ = 1-You are'protected by law from harasgment
Act, 1975 while any dispute 1s underway. -
. \‘-‘\, ' . . :
- Equi& Credit Op- l?You are assured py law that you Cag_héve )
- portﬁnity'Act . your individual credit hi8tory, regardless’

. , ' . of your marita] status, which can be gepa-
“ rate from your gpouse's(if any).

other ] . ' - ‘l—Unsolicited Credit Card ACt"PerSOns re-
: o : ceiving unsolicited credit Cards_will noé
" be held liable for {1legal use of.them.

2-FIC Ruling-Both lender and seller are respon-
sipble for customer satisfaction.

!‘1
o
. __/‘ .




- J’ . 4 D ..&;1 S '.'l . . L
. i T o S o -« cActivity 3 (d),
. A f ‘ N o Tl 5 - <
.| FouR MAJOR CREDIT RELATED mws | N
. (As each relateg to the four Consumer Credit Rights) o o
Consumer Credit Right-To be ‘heard-ang-seek ‘réafa?s”éT-“;jj~'—'-~~*'---*ﬂ/”"‘””“'"“”‘”‘*“
faws . - |
1Truth-1n-Lendin8 - 1- Buyers 03y sue up to $1, 000. for damages ‘
. (Consumer Credit _ ‘plus attorney's fees on grounds qf false
“ .and.Protection -~ = - v _or inCOmplete credit 1nformation. )
. Act) . "
' R v’ 2-Complalnts are filed with the Federal Re-
K e F serve Board o . . ;-
Fair Credip ‘Re- 1 - ConSumer may submit a 10o word ‘com laint ;
Porting'Act, 1972 : and Have 1t fnciyded as 2 Permaﬂen part L s
‘ ~of the Credit file. - . - A
L Z-LustOmer may. sue a reporting agency for © Ly
SR .. . .damages. - . C o
. ) , . 3-Report Violafions‘EdAFTC{ i v A;.
‘ k o v ‘ .- - . X _\ ‘ , oo . . :
_ ‘Fair Credit Billins . 1-Credit customers may withh°1d Payment and ’ o
' Act, 1975 o 1‘ file legal claym against 188uer of credit . .-
g e N tard 1f merchandise, 1s defective, - 2
' i , 2-Fife complaings with FIC, o R
Equal Credit Op- 1- -1f ‘credit aPplicant is. discriminated agalnst,~77 '
Portunity Act . complaints may be taken £1TSt to creditor,
, - . ~N then to 1°°al or state authoritjeg or Federal
T U . ' Reserve Board or FIC.
Other . .~ o *" FIC Rulings

1- Credit ‘Customers. may file complajnts for
N . ~ defectlve merchandise or serVices(if seller
e S arranged the contract).

2-You must be informed of the sale Of your re- E

) oo posseSBed goods,
Y .

~ L B

A / = _ - : A
h 94 e . " PN
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s / /o , L ] ) v '.‘.“. .
\» . ':’//\/'_“ ; ‘< :," . - , ISR
, | i - - - P */i | Q,ﬁ"&
- OTHER- SOURCES OF CONSUMER CREDIT REDRESS =~ . < ' "1 L . .7
Source L ' ?*f) o gw'? xpe of add - ft,n o
_Legal Aid Society ,fi" o, ':Aids péople with debt problems SR
¥ . Consumer Credit Counseling e N°n-Profit debt’ and financial DI
- Service T 5 management counseling ' ‘;3‘,4
I'CrodiF‘Bureau : - o A Gollecgs information on consy- '”1 S
' . T mer's gredit behavior and el
L - A sellsainformation to L e
_ . . L " creditors " X /
g R N LV K . - ?;: . ] 1 ) iv* . \
Better Business Bureau - -Deals with' misrepresentation ,
g ’ R ' ‘and frauddlenc advertising i
* - State Consumer,Pro- _ —d ] Invescigates ‘consumer complaints, ‘
-~ tection Agency LT o deals with disputes,.re-~ ‘
. & - ‘ ) . commends legislation, and
o o . - educates consumers to
e TR e S avoidefraud
. < h ) ) ‘ ,‘2‘ . 2y ‘ . A ) B
' 'Other state agencies . . / -Enforce’ usury. and small loan
. . b C laws _ A
Local City or ount§., Provide consumer proCectio .
-Protection Agencies inform,. ¢ducate, and take ,
‘ . Lo ﬁért in supporting cousumer -
X . i . légiélation and policing
- .o o : consumer practices at ‘
. lJ ‘the local level A
- ‘ . e i Y
5 - L ;-ly
. . S ) p
, ) (‘—CF . ,
) : ST ;
6, . ‘~'. N )
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B g ' WORKSHERY FOR,COMPUTING THE TRUE ANNUAL AR A S

' / Ve : PERGENTAGE RATE S A AP AR SN

S . v o i ' -
t . S r C . -
N o come T . s : - :
' R . .
; . o
! . I

: L

_The true Ann“al PerCentage Rate (true: annual interest char7ed) w !

!

ella ;he/true, feal cost of ' credit in percentage terus,, ey
b . L N A
~Determinin8 t d°11ar amount (diﬁ,ﬁrenCe between the..cash price? R )

s «paid and the/,”Edit price), Example - If the’price of ‘an’ ftem 1g ' "
R S oo $250.00, and the/store charges you R L
& AR & 4 total amount of $300.00 becayge .-, . - .
o e - you use credit to pay “for- the item,l,"f 1. NN
A ,the dollat cost of the credit is $50 oo, O

R

"1 ! ' - ' e-' ’ 4 . $300 00 Vl ) . "’VF * .' . “ "4;-
[N S L ARSI - 250.00 A

B K t § 50.00 dollar coat o ' V;ﬂ

+/ Determining the‘truetAPR. Example - If you mneed to borrow $200. 00
. JORN o and you are not going to Pay-a down- - - * -,
AR '~ payment, your payments might be $18.00 =
- - . .. per. monthyif you .plan.to repay it in - | = -
.*;- _.> T " one. year 8 time, The true APR would be. ° - ¥
- ag v . 14.8%.. The following formula ig used ° = '
B R - for this calculation: : ‘ - ,
- L Co R o h .ﬁa .
o APR = true Annual Percentage Rate . TR
! a .constgnt L '

) .o B P

N

v . number\ of payments per Year L A
. - F = total ‘Finance charges or dollar BT
cost . SO
L A e
‘ ~ __. D = net amount financed (Difference ' T »
o S 1 " between total amount and down- :
. , R payment) ' - e
' - . T = Total nymber of payments ' o '
Y . ' ' - )
For our example, Y =12 payments per Yedrﬁ(notice this is also the T) { t,‘:'
T . $18,00. .. . 8216,00 s
‘and- - ~_200.00 -

I R

(= ‘
4 +
R =
oo N

P
.-

Ak A

U,:"i. e, ;..{,y

g
]
v
et

o,

L]

o
=]

L SR 00 o, 16,00 .
' D = $200.00 financed e (AP X
: 12 payments : - ) '

H3
[}

L . . . i :e.:‘ N ‘ ij;
' - APR = ~2~(12) (16) T 384 = ' .148(move decis . . -
e - 20 Q2 2600 " mal two' - :

. ,‘ e R _ . places to .
v S V B . right) C e
" APR = 14,87 = o R o - X
(0 > : N ' S

« -
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T o L s~ Activity 7

EL

L - * . PROGRESSION OF CONSUMER CREDIT SOURCES =, = > . .
A _FROM LOWEST TO HIGHEST TRUE APR “§§P |

- Source " Annual Percentage Rate
1 B o . A R
‘Insurance companies I ' N . 5-8%. .
ngings.'Q loan associations C S 7-8%
g , . S, R . : ‘
o . Credit unions - . a 9-12% B
{7 ) .
. o . c . = . . . s ) . . N
o Gommercial ‘banks . o ' . 10-14%
B . ConsSumer finé_hce company ; L 14-36%
S ‘Sales’ f\ilnanc:.e.cbmpalpy - 16~24% s
. - SR ;
IR . (' 'erartmen\;: stores ' /18%
i 0 . o . ! :
- . Credit cards . ‘18%
/ ~Bank overdraft loans. T )\ - 18-24% .
J ; e L ' . - o ) . o
- ¢ Pawn brokers . © - 0o 30-36%
. ‘,}' ) _ ) 7 ',— 4
, i ‘%
- b ’ ) A i
[ | . ) .
T . ) .
i ) ; .
¢ .
B - .
. , e
£ - r‘q’ ! “ .
o ‘.'(\", -
:)‘ . . h [ -
) - )
. PR . -
97 *.




or more. 3 lte charge up to 5% of the amount of eagh {ate payment M2 bei Mposed. Further, in such event the Bap ot js

. beﬂrmtemt al the Anp PerCentage Rateshown above. '@

ar Wi T P TEREEER SR
IR uJ lete g
VL Third Mationa] Bagk of Virginia"l ;
Y " Ins;al ent Loan and ‘Discl{osurey :
Cg . - ' ‘ ° o
: ﬁ»monmﬁg" N PR T *{“Barmover” o
) . ADDRESS " L ‘. ] o ‘ ‘C" . ‘ . : . - v .,
' FOR VALUE RECEIVED Borrower (Jomtly and severally f ot tan o, hcremaﬁer clled B°"°Wer") hereby
promises 10 P8Y the Totg| of Payments s¢t forth below to the order of
(“Bank") at any of ity offices in the State of Vlrgmm in_ monthly instajments begmnlﬂﬂr\_, eh Ny
of said instalments being for § , except the last for $—~——____, All subsequent instelmenys shall be
~ paidon the same day of egoh succeedlﬂﬂ month untj| paid in ful: 1f the 145t Payment is more than fwice 8 regujay payment it -
is 4 Ballodn Payment, Banknsnot obligated t‘mﬁﬂlmceaBalloon Plymeﬂ‘ oot pag when due. R
o ' . (R B
®. ' Personal ]nsurance 1§ not requxred and s not prowded -1, NetLoan Progees [ oooeeeenn, S -
C unless BOTTOWET Sighs blow and the insurance is issyed by, 2. Charges Relatedtolban " |
o theinsurer. OnYthepersonsmgnmgbelowmll becOVered . Personallns“rance ________ S_____h
- DcredltLlfefortenn of . I'Property IﬂSUrance ________ i A
‘ I loan v, Premlums*r-'j--a—__.._ o Flh“BCOsts ........... L s-----—-___ .
o L Other. ..., .r..'l ...... L S o
- 5;;5-—*'““%—— o ﬂm“mFmancedu+2).-----'---<---'-- 5739 L
| - 4. FINANCE cpapgE B =
e lntefeS!.'.'__J ________ PTEE SR {
SONED 45 T ‘ ‘ : ServlceChare,,,,,,,...-. S_______ § g
- QwidentandHegyy , s Tomofpa)mmtsﬂﬂ)--""""1-- S~ )
fortémofloan. - premums . " 6 AN UAL PERCENTAGE RATE..... %y T
D,AccideﬂtDeathand ' : R D Lo
Dismemberment fo, b ‘
___'_,_,’rﬂn;nths' | Pre'rrlillms._,_"_‘u'/_ﬁ_:__ | - .
SIGNED . DATE i ‘ : S P , .

LATE CHARGE; AN)ACCELERAT!ON In event of nonpayrﬂcnt ofany intalment whén d“°°°mm“lng fir 10days‘ I

A

option, may declare the entire indebtedness due and payable but the ba]anCe OWlng stiall be computed as if the B&nowerh »
mage 4 voluntary PPepayment and obtained an interegt ebate as st forth below, g thereaﬂer such ecelerated balance shall"

(ey- g £L3raradv

. ¢
S ! i i . . ' c
‘ - ) Ca . . . .‘
t : LT ' C S .
) o . v . , R . . - ¢« -
o ) . ) S , . S
M R . . o . i P _"

Y <R B
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- fom proceeds of dredit ifeinsutance,there wil b o rebate to

66

agree that Bank shall have the right to offset the amount owed by a Party hereunder to the of against . o
* checking, savings o otherwise, which a Party may have with the holder. Further, this. loar Ois  Ois not secured, If i

/secutity agreerpent granting Bank a security interest in the Collatéral and/or s, (] hereby.gt

. Bank, If obtarned through the ‘Bank, the cost will beS ¥ for thefollowmgc verage and term:

y " SAMPLE CONTRACT (chnrrnueo) R S T

. PREPAYMENT Except as stated below i evept of prepaymer( Borrower will rederve a rebate of the an{ount of the Y

. ufeardd rntcrest portian of the Finanae Charge, Somputed under the Rule of 18s. Notwrtlstandrng the preceding seftence, rf\
* the Bank has not ¢arned a minimum of $25.00 in Fmanoe Ch%:ét the time of prepaymentpthen the Bank shall withhold from -

the rebate otherwise payable an amount equal to the extent su nrmum was-niot eatned

urther. in the event of prépavment R

SECURITY: Boroer,ny guarantor, surty, et o oher party hereo herinafte collectrvely elermed o B “Parl)")",' o i
older | heteof against any account, - .

secured; Bank has been granted a'security interest in the property described below (“Collthral”), together with all accessions -

ntsasecuntyrnterest in,and has e
caused; and/or hereafter will cause, the Collateral (ncluding any eertrﬁcates evrdencrng wnership) to be deposrted with, . w\ .
prgned and pledged to Bank The Collateral is descnhed as follows (if any) AR

thereof afd proceeds theteof, To create the-security interest,if any, Borrower (] has exputed or caused to be executed 8 o

v . '

L Ty
h]’ . v _ rﬂz - ¥‘I“pp p T _ n ;pip . q'

any property i insdirance in connetion with thi loan is obtalned Such'insurance  (Jis - {J is not obtainable through the . o

PROPERTY lNSURANCE Ois  [Jis not requrred If requrred Borrower may %oose the person throughshom

- all obligations.evidenced hereby rmmedratelydue and payable together with an attorriey's fee of 20% of the amount then owing - R

‘,dlU'U%
.ERIC

 DEFAULT: Upon default as set forth‘dnthe reversesrde hereof, Bank may, at its option, w}thout notice or demand, declare T

andunpaid by Borrower, i servicesofan attorneyare cmployedto effctcollection, and other expenges ofcollecfion and enforcement, T
REFERENCE IS MADE SPECIFICALLY TO THE PROVISIONS APPEARING ON'T E REVERSE SIDE HEREOF. T | -‘

ALL OF WHICH ARE EXPRESSLY MADE PARTS, TERMS AND CONDlTIONS HEREO o
Borrower hereby acknowledges that he has received a bompletely flled-in 10p) of thrs Note prrpr to consummatron of thrs loan S
WlTNESS the follovnng signatures and seals as of the date first above wntten '
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T e L For further informa fion - about the Title I Consumer Education ahd
P Financial Management Projject; pleage contact: - TR
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= e ¢ Dr. Glen Mitchell Project Di?ectdr S TN

—{/“ f‘-,a L ) 202 Waliape Annex .
Virginia Polytechnic Institute“and State. Universir_y .-
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