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Purpose of the Module

,) This series of ConsumerEducation Modules has been developed in

ao..effort to educate individual adult cqnstimers'in what have been

determined to be the most important general areas of consuner affairs

education.- Community leaders, extension personnel, educators, Aff16'

ancial counselors, and people in business are encouraged to use

° these nodules ini.Conducting group sessions for adults interested in
4 ,

developing more competence in various areas of cgpsumer education.

Each module is self-contained in that som ne with no prior

experience in teaching, coordinating, or directing learning can be

successful in conducting a group consumer learning session.

a
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Introduction4
V

'Many Americans use credit in one form or another and understand,
basically, Whap .consumer dredie is all ab ut.. We are also familiar

':with the term; credit. Credit is a trust that goods and,services
received now will He paid tor in the futu e. Thelresponsible use of
credit, however,-!i4 tin involved procedure with many. iMpOrtant aspects
to be conbidered. Everyone should know pore about ttris servfte. We
should,know how 'to obtain credit and how td use it wisely.

This module contains two suggested approaches to helpyo, as
the leader, help others become more responsible consumers in the area

-tof 'consumer credit. Both amoverview approaa and,an in-depth approath
;a e presented for your use.

ontentii of the Module

is hodule, entitled, "Obtaining and Using Consumer Credit,"
on np the following components or areas,of understanding:

I. REASONS FOR USING CREDIT
II. CONSEQUENCES OF CREDIT USAGE

III. TYPES AND SOURCES OF CREDIT
1 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 ha;le
developed upon completion of the subpart, a narrative-form outlide
containing the information to be covered, leader activities, and
.transparency master's (located in the Appendik) which can be used on an
optional basis to implement the suggested activities. Much of this
information is included for your benefit and will not be-, *en by 'the
learners. You will want touread and examine the entire nodule 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 choices about which activities to use in the learning situation.

Other features of the module are the glossary, sources of further
reference, an evaluation'device, a foul for you to return concern4Qg
your reactions to your use of this module, and an appendix.

Overview Approaches

There are 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 could be used at dinner meetings or
luncheons; 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
interestq,d in learning to improve their use of consumer credit. The

'11
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first of these presentations is a "Leader/Lecture-Oriented Presen-
tation". In this overview; you as the leader would do all of the
talking and explaining unless, of course, there are questions.
The second of these presentations is a "Discussitn-Oriented Pre-7
sentation". In this overview,, ou as the leader would - explain some

1
of the information and then enc urage the group to contribute by asking
them questions, having them dra conclusions about a.ca'ae study,.
and so forth. You shoOld review both of these presentations. 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 consumer credit will bevincreaSe by

.

your presentatiOn::If the} .express a desire to learn, mOre sib t',

consumer credit,.the if depth approach can Ehen j . used, the
.

same group'- , ta-cover any particular area of inte eat,'or 6:3 cover
all five 'components. ->

In-depth Approach
'..-- .

/
.

. . + The in -depth approach is for presentations which cove 11 Of
'the material in the module, in five sessions of fifty mlnu ea.each.

..' (Seas.ioti #1 would cover I and II, Session #2 would cover Ses-
44.-.

A Rioh43.Woul -cover IV, and Sessions #4 and #5 would des w V.)

The.ectiviti on the Leader is. ties page for this lap roa h are
mdte'specific ghd /er the maps ial on the preceding!"COnce tuaq.
Outline" page in Mb detail.-)The leader activities for eat ' (

c-12)
unit are suggestions. Those Which'are strong y "Recommende arid

..)

most.yital to-accomplishing. the. objectives ar 'labeled, "R". .Those
activities which are "Suggested".aAd may be, ecessary for siding
depth to the iearni#g are labeled,"S" Thotie which are "Optional"
and can be done if time permits, are labeled, "0 ". 1- il : ,

g ,

You shOuld select what you believe to be the most-suitable
activities for accomplishing each objective with you articular
.. . . ,

,

group of adults. This may depend upon the people i your group,
:,..the facilities and equipment available to you, the time you have'

to presentthe.material, and the degree to which youfeel comfortable
using the'various methods of presentation. Emphasize first, those
activities laheled "R", next; those labeled "S"; and_finally, if
time permits,Ad.should you decide it would be beneficial, those

. labeled "0"./(it is noteadvisahle to use activities out of sequence
hunless,.of course, you have determined that your adults.already

(
possess some' -of the more important competencies

Wherever an asterisk (*) appears, there is a transparency master,',
which can be used forthat particular activity, located in'the Ap-
pendix. You may prefer to make and distribdte handouts of'the in-.
formation, use a flip chart, write the information on a chalkboard,
or use any other activity which will help,to accomplish the stated
objectives. Each activity is stated in such a way that you can use
whatever method of presentation you are most-comfortable with and
whichever you feel will be post effective for your particular group

9
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/
learnera. Imagtna ionAn edtivity in the 'method of presen-

a on are eneouraged...

Suggested Procedure for. ys7-of gachCompbnent of t4i.te Module

;

1. /Pirst df all, informthe group of the major and slOctfl.c
Objectives for the unit:. Thig can be dope either by reidiftgth'em,

-1;, s-,'

,,

,
to this group by. strowl :the coMknent'tranitparency. .At this, It

' time,the first apt13.4ty 0 %uld.begyl. Activity Numberpne in_each
*compinent4fa.espeapesigned to serve as an oral preterit fof

the adultigin youttgrpup, This ii.a unique feature o these,ConsuMer
Bducation.Modules. :This a tivIticonsists of a-list of :questions

the7.0gussion, to introduced the unit,
.

ert importantly, to determine'to,iihat
r roup aIready-hgve anUnderstanding
after'presenting-the first'two:dr,three

WhiCh'you can 'ask 'to bei
to itlannlate thought, and
degeee the :learners in y
of the information. If,

9., quest ona, you have succ ded in eliciting a factorable response

thehe group, you may wish to procee4 immediately to atating

the generalization.- This method of transition, to the:sedond activity
is an approa0 that ,w 11 help you:Save-10e, / .

2. Proceed4 th'the second leader actiVity,Ahich you have
deterpined feasibleiforyoqrgrOup,"tbe setting, and

the me available) After each ,activity;-it is reipmmended thag

you ask if there', are any queselone.or-if anything is unclear. Mice

p first component is completed, the same proceduttShould be .0

for each successive subp4rtof the module until alL are Compl d.

You will-notice,that pnIlage 66, there is a Section which lists a .

variety a' Terences. You' as the.leader.caphese for ad-
. .ditional,babackground information can' the One or more of these

references shoulafbe available irCy6ur local school, Aiblic, or

college library. If not, you may wish to order seP al of these,

foryoU'r use. t
.

.

9! 1.q Finally, after all of the units have,been compOetad'; some

form of evaluation should be conducted. 'Since yOu are_working
with adults who a e most likely in-a volunteer situation, theret.is

no formal posttes for them to complete. Ideally;-thex shool have

been evaluatingt emselves throw bout the sessions) ii te , ,, : of their

individual objec iveg. Provided 'in the module is an eve ati,ndevice
which'can give you some indication as to what the learners actu lly

..did gain from the session(s) and how effective your metho ef e-
.

sentation were so that you may alter them, if neces-ar ma
note of those activities which seemed te. ble espec lly effictive.

AA---,
Suggestions for Working*with Adults

Since you will be working with adults,Ait la;be h pful to,

identify some ideas to keep ip mind abouiPladjit learninoCsit Lions.;

First. the leaining setting should be boeh'attractive aria inf rmaU
this should be a somewhat' different stmoS here than that of an actual

classroom learning situation. The infocebality is lesplfially important

becauSe the leader 'needs to establish and rtal.ntAinia good rapport with
4.- t

1 t)
)
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-th Lilt era,,.in.addition to demonstrating respect for them as
p kduals ,g.ecohd; by trying, tb some extent tO.determine the life
sty and spending'patterns of those present, you can better assess
thikfutipreeduca Onalpeeds of the group. This will help you identify

0 th direction, ope, or-concentration of your consumer ,affairs edu-
ion pres ons. Third, encourage the learners to self-evaludte

,

r own'pr te consumer behavior throughout the session(s). Sug-
--

that the aok ljuestions. when things are unclear. Furkther, you
might 'recommend that the contribute related ideas and experiences
that "have wo-rked fOr thdn" when they feel it is appropriate, so that.
the wHoie group might benefit from-learning about these experiences.
The leatner's extent of knowledge and interest in the area.to be ex-
amined sbould be the main criteria for you to use in determining
axaqly,KwhAt and'how much of the area will be learned. It is your job .

to selOhat the adult learner "gets What he wants" in the'learning
sessioNC.Remember to keep these ideas in mind when woiking'with
adults ;rrespect the learner at all times; try not to force y uw opi9ion.
on others; take breaks'from time to time rather than meeting -6r_a
long, ektenged time span; and, help give them a feeling of worth.

9

An indication of your success may be your adults requesting a
, 4

follow-up session on the topics covered. Our suggestion for this
:presentation is to moderate a session with one or more guest speakers:,
This might serve as a sixth indepth session or as a follow-up to one,of the overview presentations.

We hope that the auggestions for using eiiis 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
thatilthe modular approach used here will hplp yoU in this effort.



MAJOR AND; SPECIFIC OBJECNVES:'

OBTAINING AND USING CAEDIT

I. REASONS .FOR USING CREOIT
Major Objective:, To explain reasons for the use of credit.
Specific Objectives: Cite the major reasons for 'Using credit

and give examplesof each reason.

II. CONSEQUENCES OF CREDIT USAGE
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 several disadvantages of, using credit,

f and give examples of each.

III. TYPES AND SOURCES OF 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 or places

to obtain credit.

IM. CREDIT AND YOUR CREDIT RATING
Major Objective: To summarizfactors,concerning obtaining

t. credit ancla creae rating.
Specific Objectives: Relate the factors infldencing one's

. ability to obtain credit.
Cite examples of different processes used
and information needed 4n obtaining
credit.

Identify factors influencing one's credit,
rating:

BeCome aware of the.importance of main-
.
taininglp good credit rating.

ANT RESPONSIBILITIES CONCERNING CREDIT
To summarize various'oonsUMer rights and.
responsibilities concerning credit:

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

Identify- general consumer' .dredit respon-
sibilities and describe the fundamental
concepts behind each.

V. KNOWING YOUR RIGHTS
Major Objective:

Specific Objectives:

1
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,COMPETENCIES:

OBTAINING AND USING CREDIT

I. REASONS FOR USING CREDIT
'

Cotopetencies: 'Cite three' of the five major reasons for using

credit.
Give two examples of each major reason for using

credit.

II. CONSEQUENCES OF CREDIT USAGE ,f
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 idvatItage.
Name four of the seven disadvantages of using

credit.
Give two reasons why each of the four.disad-
vantages of using credit is considered A
disadvantage.

10. TYPES AND SOURCES OF CREDIT
Competencies: List four of the seven characteristics of

installment credit.
State the two characteristics of non-installment

credit. /

Explain two of the three types of non4-installment

credit.
List eight of the ten sources of or places

to obtain credit.
Describe four of the ten sources of credit as

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

Determine the most suitable sources of credit

\for the f flowing, and give reasons to sup-
port each 7hoice: buying a new car, financing
a home, a quick, small loan, sudden health
emergency, taking advantage of a sale.

1

IV. CREDIT AND YOUR CREDIT RATING
Competencies: List and ekplain the five major factors in-

fluencing one's ability to obtain credit.
Explain the purpose of a credit bureau.
Explain our of the five factors which in-

fluence one's credit rating.
Describe two of the possible procedures used

to obtain credit information.
Name totir of the seven types of information

usually Asked for on credit applications.
:;tat e the two motor roA:;onS for maintaining

A goal credit rating.

li
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COMPETENCIES (CONTINUED) .

V. KNOWING YOUR RIGHTS AND REZEONSIBILITIES CONCERNING CREDIT
Competencies:' State the four basic consumer rights con-

cerning credit.
For each of the basic consumer credit rights,
give two examplesof 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.

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

identify*wo Federal agencies with whom one
may file convumer 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 true Annual Percentage' Rate and the three
with the highest true Annual Percentate Rate.

Cite !;ix of the fourteen 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:.

Summarize one's responsibility to repay debts
promptly and meet_ credit obligations.

identify the consequences of failing to meet_
financial obligations.

Fxplain the importance of giving accurate in
formation about one's self for appiications,
contracts, and otheu.verbal or written
agreement,:.

1 '1



OVERV I EW APPROACHES



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

or

To the leader: The following lesson plan is 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 section
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 tells ) you what you

should do with or for the ;group. It is important-t remember that
it will be very 'difficult to cover all of this material in just 50

minutes. For his reason, be especiallTcareful not to exceed the
time limit suggestions in the "Time" column unless you take equal
time away from another part. Otherwise, you Kill not accomplish

all of the goals for the session. .

Section
of Time

Module (Min.) Preparation Activity",-

14'

Intro-
duction 2 Refer to the "Purpose State that:

of the Module" which "Consumer credit is a
you read on page 1. term we 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
reasons 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.)

Reasons
for Using
Credit

Review the objectives
lot section f on page
:4, and examine the
outline for this sec-
tion 9a. page 2').

16

State the 5 reasons for
using credit which nre on
page 2'). (You may want to
explain each of tleese
further by using the exam-
ples Oct page 2').)



Section
of Time

Module (Min.)

II 7

Consequences
of Credit
Usage

iii

Types and
Sources of
Credit

5

Preparation

Review the objectives
forsection II, on
page. 27. If you de-
cide to use a trans-
parency for this
section, use the
transparency master
,on page 76 to make
the transparency.
Otherwise, write the
information from the

.transparency master
on the chalkboard,
use,a flip chart, or,
simply, state the
information.

Review the'objectives
for section III, on
page 31. Refer to
the outline on page 32
for the explanation
of the differences
between the two types
of credit. Decide
which of the charac-
teristics you will
mention about each.

Decide whether you will
show a transparency of
the sources of credit
or whether you will
write the information'
on the chalkboard or
use a fLip chart or,
simply, state the in-
formation. if you
decide to use a trans-
parency, use the trans-
parepey master ou
page 80 to make the
t rans pa r enc v

1"

Activity

15

Show transparency A-1 on
page 76, OR write the
information on the board
OR state the information
concerning the conse"-
quences.,bf using credit.
(Yertt may want to explain
some of these further by
using the examples on
p'ages 28-29.

State that there are 2
basic types of credit:
installment and non-
installment. Explain
the differences bet-
ween the two.

Show transparency A-2, on
page 80, OR write the
information on the chalk-
board OR state the infor-
mation about sources or
places to obtain credit.
(You may want to explain
some of these further by
using the descriptive
information about each on
pages 32, 13, and 11+ of

the outline.)
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Activity

Retrtiew the objectives/for
section IV on'page 36 and
examine the outline on
pages 37 and 38. Decide
whether you will show a-
transparency or write the
information on the chalk-
board or use a flip chart
or, simply, state the
information. If you decide
to use a transparency, use
the transparency master
on page 85.to make the
transparency.

Be familiar with tale infor-
Matiod in parts A and B
of the outline on pages 37
and 38.
Use the transliarency
master oh page 86 to
make the transparency.

Review the objectives for
secticin V, on page 40-41, and
examine the outline on pages
42-49. Decide whether you
will show transparencies
or, simply, state the
information, if you decide
to use transparencies,
use the transparency mis-
ters on pages 91, -92, 93,

and 94 to make the trans-
parencies. Decide what
information von want to
point out or emphasize
about each of the
colummer credit rights.

Show transparenc9A73, on
page 85, OR write/-the in-
formation on the chalkboard
OR'state the information
about factors influencing
one's ability to obtain
credit.
Explain each of these
further, using the infor-
mation.on page 37.

Explain what the credit
bureau is.
describe the credit file
and what information, it
includes.
Show transparency. IV,
Activity 7, on page 86,
of the-sample credit appli-
cation and point out how the
information asked involves
information about the factors
influencing the abiliZy
to obtain credit.
(Allow time for them to
look over the transparency.)

Show transparency Activity
3(a), (b), (c), 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. Explain
what each right involves
using the Lnformat ton on
pages 42-.46.



Section
of

Module
Time
(Min.) '' Preparation ,Activity

A
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5 Refer to pages 46-49
of the outline and be
familiar with the 5
major'consumer'credit
responsibilities,
especially the last 4.
Decide whether you will
show a transparency
or write the informa-
tion on the chalk-
board, use a flip
chart, or,' simply,
state the information.
If you decide to use 'aj,

transparency, use the
\_ ansparency master
on a-ge '97` to make the

transparency.

2 Refer to page 48 of the
outline and decide
which things from
number 4 you to

mention.

4 You may want to save
this remaining hue.

for questions d/or
(Iiscyssions.

State the 5 major consumer
credit responsibilities.
Show transparency V, acti-
vity 7, on page 97, to

'show how to compare the
costs of various sources
of codsuMer'credit.,
-Briefly, state that there
are things ga_consumer
should'be sure are in-
cluded in a consumer credit
contract before he signs it.
Name these 14 things which
are listed on pagel 47-48.

State that it, As important
to keep accurate records
to maintain a good credit
rating and prevent over-
extension. Explain the
two types of Limits that
can be set to help prevent
overextension. Describe
how to keep a credit file.

Ask if anyone has any
questions or comments con-
cerning this information
on consumer credit.



B. Discussion-Oriented Presentat
(50 Minutt Overview)

To the leader: This is a structuredidiscussion approach for a 50-.
minute session covering the highlights of the entire consumer credit
module. The first column, "Section of Module," indicat s the part
of the module to be covered. The "Time" column suw how-many'
minutes could be spent on that particular section er Co cover'
all of the material in 50 minutes. The "Preparation" c lump recommends
procedures,to help you prepare for the presentation. The "yativity"
column suggests how you. might lead a discussion on each topic. It

is important to remember Chat it will be very difficult to cover all
of this materiaT in just 50, minutes.- For Ithis reason, be especially
Careful not to exceed the time limit suggestions in the "Tim " column
(unless you take, equivalent time away from another part). Otherwise,
you will not,accomplih all of the goals for the session.

Section
of" Time

Module (Min J Preparation

., 18

Intro- 2 Refer to the "Purpose of State. at:

duction the module" on page 3. "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 look at the
reasons for using credit; the
consequences of using credit;
types and sources of credit;
credit and Our credit rating;
and, our consumer rights and
responsibilities concerning
credit.
We should begin by defining

credit as A TRUST THAT GOODS AND
SERV LCES RECEIVED NOW, WILL BE
PALD FOR iN THE FUTURE." (Say this
definition again.)

Review the ohjec1ives Ask questians to elicit res-
tor section page ponces; from the group about
Review the outlitte the reaont-; for using consumet
on page . Dec i which credit.

Reasons
tor Using
Credht 01 the quet:tiouH from

page (or t rom t ho::t

vou can t h I Ill( eft 1 von

could ask in oidei to

help the group give
answers that would tall
into the `) r,It a,tr i tt

( I t t he I r ;1111-1We rs or comments
1111Ve 110t COVered 311 .r) tit t he
at ea:: ioned on page )

St :It t' t lleSe 01111;1'' re.11101111.



'Section
of

Module
Time
(Min;) Preparation

I' .

(Cont'd)

II 10

Conse-
quences
of Credit
Usage

of reat6ons for
usiltg credit (which
are.onpiage 25.)

Review the objectives
for 'section tI, on
page 27, and familiarize'
yourself with the fol-
lowing case study:
Mr. ild Mrs:* B. Wise

are sOtipping,for a new
refrigerator: Their
old one deeds major
repairs , and they feel
they wOuld be better of,1,.
in the long run, to
purchase a new model apd
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 their
savings account to cover
the expense, but they
hate to use it in case
ate, emergency should arise.
They decide to purchase
the appliance using
some form of credit.
What are the advantages
and disadvantages of the

Wise's deciston?

Reter to the advantages
and dlsa,dvantages listed
on pages 28 and 19 to

see how you could relate
each to the Wise's sit-
tuition.

Activity

19

Read.the case study in the
previoucs column, to the
group. Ask,the group to
answer the question; "What
a.40 the advantages and
disadvantages of the Wise's
decision?" If their answers
do not cover all of the
advantages and disadvantages'
listed on pages 28 and 29,

remind them of these other
advantages and disadvantages,
also..



Section
of

Module

III

Types and
Sources of
Credit

IV

Credit and
Your
Credit
Rating

Time
(Min.) Preparation

20

Activity

8 Review pe objectives,
for section III, on page
.31, and examine the
outline on pages 32-34.
Familiarize yourself
with differences bet-
ween the two types of
consumer credit. De-
cide which sources of
consumer credit you
will want to describe
ibriefly for the group

p (i.e. if they are 'not
familiar with a par-
ticular source, this
is one source you will
want to explain to
them, referring to
pages 32-34.)

8 Review the objectives
for section TV, on page
36, and examine the
outline on pages 17 and

3S.

Section 2, Information
needed, under part C,
on page 38, gives the
usual information asked
on a credit applicaoton.
Ise this and page 86 in

the appendix to help
you determine if the
group's responses are
correct.

Explain the differences
between installment and
non-installment credit
on page 32.
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.

"0.

State the 5 factors which
influence one's abil$OF to
obtain credit. Briefry
describe what is meant by
each (page 37).
Ask the group what questions
a creditor could ask a per-
son applying for credit,
that would give the creditor
information about these
factors.
Rrie,.fly, explain why a good
credit rating is important
(page 38).



Section
. of
Module

V

Time
Preparation Activity

21

Knowing Your
Rights and
Responsi-
bilities
Concerning
Credit

I

12 Review the objectives Ask questions to elicit
for section V, on pages responses from the group
40-41. Review the ques- about their consumer credit
tions under acti- rights and responsibilities.
vities on pages 60-61, (If their answers or com-
and examine the tout- ments have not covered the
line on pages,42' -49. various consumer credit
Decide whigiv of the rights and responsibilities
questions from pages mentioned on pages 42-49.
60-61 or from those you state these other tights
can think of, that and responsibilities, too.)

5

you may want to ask
in order to helpthe
group sive answers
that would'be examples
of a consumer's
credit rights and
responsibilities.

You may want to save
this remaining time
for questions and/or
discussiop.

.Ask if anyone has any
questions or comments
concerning th .. infor-:
mation on consumer credit.
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I, REASONS FOR USING CREDIT)
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WECTIVES:

I., REASONS1OR USING CREDIT

Maior,Objective:

To explain.reasons for the use of credit.

Specific,Ohlectives:

24

Cite the major reasons for using credit and give examples of each
. reason.

Learrior Competencies!.

Cite threw eat the five major 'reasons tor using credit.

Civ two examples 01 each wior reason tor_uning credit.



I. REASONS FOR US NG CREDIT
(Conceptual 0 tline)

Reminder about outline: This is a conceptual outline'in which both
the major and minor ideas are esented in narrative form. For
further explanation of the ncepts, review one or more of the
specific references "no on pages 66770.

I. Five reasons for Using Credit,

A. Emer ies creating a need 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 improvements that are desired might include:
1. Repairs roof,, furnace, etc.
2. Additions - interior, exterior

D. Auto loans are usually necessary

E. Debt consolidation is sometimes needed



II. CONSEQUENCES OF CREDIT USAGE
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ASJECTIVES

'II. CONSEQUENCES OF CREDIT USAGE

Major Objective:

To make piedictions about the consequences of 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.

Learner Competencies:

State five of the eight advantages of using credit.

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

Name four of the seven disadvantages .4 !salt's; credit.

Give two reasons why each of the four disadvantages of using
credit is considered a disadvantage.
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II. CONSEQUENCES OF CREDIT USAGE
(Conceptual Outline)

Retinder about outline: This is a conceptual outline in which both the
major and minor ideas are presented in narrative form. Fot further ex-
planation of the concepts, review one or more of the specific references
noted on pages 66-70.

II. 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 atount of cash on hand

2. To take advantage of sales
a. Purchase goods during sales because of lower prices
b. Save by using credit than paying with cash

later when. the price is h ghek
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 payments

4. To make purchases more conveniently
a. Neednot carry large amounts of cash
b. Make returns more easily because a "cash refund" is

not necessary
5. To manage overall expenditures more effectively

Keep a record of purchase receipts for credit expendi-
tures

b. Make accurate predictions about future expenditures
for the hills

c. Make accurate estimates about general expenditures in
the future for budgeting purposes

6. To establish a credit rating
a. Obtain credit from, available source
b. Repay amount borrowed, promptly
c. Avoid misuse of Credit

7. To beat inflation
a. Buy at the current dollar value
b. Repay at a future rate when value of dlllar will go down

because of inflated prices
8. To use it as a form of "savings"

a. A washing machine purchased On installment, credit isaC
type of "installment savings"

b. Use of the good continues long aftet it is paid for
9. To keep savings in tact

B. Disadvantages

1. Future earnings are already committed to be spent,

30



a. The credit purchases are paid for in the future
b. Future income is already .obligated to spe g done in

the past
2. Provides a false sense of securit3

a. Immediate possession of the goods falsely implies
"full" ownership of them

b. Easy to overestimate one's spending and repayment
ability

c. May encourage impulse buying
3. Decrea'ses cash savings

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

4 b. May be more difficult to provide for emergencies
4. 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
5. 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 paymence
c,. May lose the merchandise through repossesgment of the

goods by the creditor
6. Misuse results in a poor credit rating

a. Misuse is recorded by credit bureaus
b. The credit rating follows you always
c. You may be considered a "bad.risk" in the future

7. 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

29
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OBJECTIVES

III. TYPES AND SOURCES OF CREDIT
a

Major Objective:

To describe various types and sources of consumer credit.

Specific Objectives:

LIndicate the differences between instalment and n9n- install-
ment credit plans.

Differentiate among the sources or places to obtain credit.

Learner Competencies:

List four of the seven characteristics of installme credit.

State the two characteristics of non-itallment cre it.

Explain two of the three types of non-installment credit.

List eight of the ten sources of or places to obtain credit.

Describe four of the ten sources of credit as to the type of
customer served, interest rates, special features, and other
requirements.

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.,

9 (-1,
k .L-1
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III. TYRES AND SOURCES OF CREDIT
(Conceptual Outline) .

Reiinder abdtt outline: This is a conceptual outline in which both the
major and minor ideas ere presented in narrative form. For further ex-
planation of the concepts', review one or more of the specific references
noted on pages 60-70.

III. Types and Sources of Credit

A. Types of consumer credit

1. Installment
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 before 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 Ay have to pay a deposit (example- -
utility bills)

2. Doctor's bills - these are usually paid in full
when they are duel

3. Charge accounts - the credit customer 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

a. Collateral is often required
b. Monthly repayments are usually required
c. Low interest rates (10-14% A.P,R.) are charged
d. Average loans are about $1,100
e. Serve low and medium risk customers
f. Service fee is 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 (9-12% A.P.R. are charged)
c. Character or signature loans are usually available
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d. Payroll deductions 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
c. Higher interest rates (14-36% A.P.R.) are charged
d. A high degree of advertising and promotion is charac-

teristic of'this type
e. Service fees, for early repayment, are usually charged
f? Collateral is needed to insure the loan

4. Sales finance companies
a. Lending is arranged through the retailer (usually done

for automobiles)
b. This is indirect borrowing in that it is not the re-

tailer who provides the credit',
c. May serve the higher risk customers
d. Higher interest rates .(16-24% A.P.R.) are charged
e. The newly purchased goods server as"collateral (new car)
f.. Service fees, for early repayment, are usually charged

5. Department stores '

a. Credit is avails soon after the customer submits the
application

b. Revolving credit available with the option of paying
the amount due in full when the bill is received, or
paying the full amount in installments(uaually 18% A.P.R.) .

c. An installment credit plan is usually available(12-16% A.P.R.)
d. Add-on option is usually available on the installment plans

6. Credit cards - the customer's credit will be honored up to
a specified amount
a. Retail 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 available

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 agencies
1. Issued by agencies after careful investigation of the

applicant (card'holder)
2. An annual fee is charged for use of the card
3. Are often used by business men (good expense records

for business expenses absorbed by the employing, irm)
7. Bank overdraft loans

a. Prior written approval is required before exercising the
privilege of overdrawing the checking account

b. ,A maximum credit limit and repayment schedule is established

11

c. Checks may be written against the credit limit

1
if the total

amount owed does not exceed the limit) and th additional
amount is credited to the account as a loan

A



d. Automatic deSuctpns may be made from the checking account
or monthly payments can be made t9 repay the loan

e2 A finance charge on the outstanding balance is made'with
each month's payment or deduction (uaually 1 1/2-2% monthly,
18-24% A.P.R.)

8. Pawn brokers
a. 'Security is surrendered to the pawn broker until total

repayment is made
b. The loan is 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
9. Savings and Limp Associations

a. Mostly forhousing and teal estate loans
b. Can borrow against your own savings account (Interest rates

are low - 7-8% A.P.R.)
-10. Insurance companies

a. Loan up to 95% of the cash value of the insured's policy
b. No credit investigation is made
c. Low interest rates (5-8% A.P.R.) are charged
d. The face value of the policy is reduced by the amount of

the loan in the event of the policy owner's death
e. There is nO time limit for repayment of the loan
f. No service fee, for early loan repayment, is charged

,

2 G
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IV CREDIT AND YOUIR CREDIT RATING



OBJECTIVES

IV. CREDIT AND YODR CREDIT RATING

,

Major Objective:'

To .summarize factors concerning obtaining credit and a credit rating.

4

Specific Objectives:

Relate the 'factors influencing one's ability 'to obtaiii credit,.

Cite examples of different processes used'a d information needed
in'obtaining ctedit.

Identify factors influencing one's credit rating.

Become aware of the importance of maintaining a good credit rating.

A

Learner CoRetencies:

Lint and. explain the five major factors. influencing one's ability to
obtain credit.

Explain the purpose of a credit bureau.

Explain fOur of the five factors which ,influence one's credit rating,;,:,,

Describe two of the possible procedures used tO'Obtain credit
inforMation.

Name four of the seven types-of inftermation usually asked for on
credit applications.

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



J. CREDIT AND YOUR CREDIT RATING
(Conceptual Outline)

*
Reminder about outline: This is a conceptual outline in which both
the major and minor ideas are presented in nAtatii:re form. For
further explanation of the concepts, review one,.or more of the
specific references noted on pages 66 -70..

,IV. Credit and Your, Credit Rating

Factors influencing one's ability to obtain credit

1. Character
a. Integrity in the use of the credit

b. Honesty of the person applying
c. Willingness of the person to repay die debts

2. Capacity
a. tarting.power (incom0 of. the individual
b. Current credit commitments of the individual

3. Capital
a: Net worth of the individual (accusiuiated values minus

all debts)
b. Financial r sources of the individual (cash value of

life insure ce policies, home aOnership, autombbile,,
savings ac ount, etc.)

4. Collateral (items that'cgh be Used as security for a loan)
5. 'Conditions (the overall supply and demand of credit in

"the economy).
a.' The availability of modey'1
;O. 4h.ii general willingness o6...lenders to lend

B, The credit rating in the credit 'bureau file.
1. Credit bureau

a. An independently run, private, profit-making organization:
b. Collects informafionon and about individual consumers
c2N Sells information about an individual's credit behayior

to lenders of credit
2. Credit file

a,. This is a written or computerized file,which is begun
the first timejou use credit

b. Contains.lnfor'mation on' an individu 's credit record
and credft:behAlifor' .

1: File infOrmatiOn.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 other accounts

b. The largest amount extended to the credit customer
c. Amounts that are outstanding for other accounts
d.- Amounts that are past due, if any

1. ,Spurcebr:creditor
2: Amount.that is due

37



e. Legal suits
1. Type of and reason for the suit
2. Amount involved in the suit
3. Resolution, if any .

. Processes used and information needed to obtain credit
. .Processes used

a. Written applications (commonly used for detnitment store.
charge cards, bank charge cards, gas chdrge aids, club
charge cards, and larger loans)

b. Interviews.(mostly used eor'larger loans)
c. Phone calls (used for checking on details And references;

also fgr service credit)
d. Credit report frost the credit bureau

2. Information needed
,a. Personal information,(person's' name, birth date, social

security number,, aUdressand nUmber of years there)
b. ,,Employment (type'of job held end number of,years there)
c. Income (amount of one's yearly salary plus any other income)
d. Banking information (sources of checking and savings

accounts and the account numbers)
e. References (personal character references)
f. Signature attesting tha all information given is correct

D. ImpOrtance of maintaining a good credit rating
1. Credit behavior is recorded by credit bureaus
2. Aigood credit rating is needed to obtain future credit
.3., A credit rating follows you when you move

. 38
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V. IMWING YOUR RIGIffs MI) RESMNSIBILITIES CONCERNING CREDIT
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OBJECTIVES

V. KNOWING YOUR RIGHTS AND RESPONSIBILITIES CONCERNING CREDIT

Major Objective:

To summarize various 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.

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

Learner Comptencles;

State the four basic consumer rights c0nCerning credit.

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

Br Jet 1 y descr I be t he t, I t !-; of out 01 Ito five nut tot I eg is tat ve

measures on credit 1[01 t .

Identity two 0 t the area:; protected b v t he cons timer right to safety
when w--; I II t rod i t .

Identity two Federal ogencie!: wi 1 whom one may tile consumer credit com-
p 1,1 i 1t.tk rttiut1:: ht.(' O'It.s o f eon:turner credit p1-01) I 01118 .

t Ilt t i vt 111.1 ck)W;(111101 1 t':;1)011H, Id

W' .1W:11 c 01 1 ,t, I tt1 n 1.1t tki t hcn 11 tl 111111111r, (Itt t 1 ilt A111111.1 IZ.It e.

bCategorie .11 the t It' \It'll !;01.11-Ct.':; of C011::111111. CI:C(1 t lilt o t 110 t111.0t wit 11
t Ilt I Ol../0!1 t I It iA Percent ac Pdte Ahd the thrce wfth thc hfghe.t:t
Annual l'ercenChg lht t'

cite six of the timIl,,n thttw!: (o .11c Inclu,lctl in A cont t Ac t
ht. t Ili' t uitt I t .

1)' ;et 1 1 ) 1 1 1 t . 0 1 , . . i , l v ; t 0 I, t 0 V t I t ` t l l : . 1 0 1 1 t,i iii il:;, it colizminel
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Identify'Oe consequences of failing to meet financial obligations.

Explain the importance of giving accurate information about one's self

for applications, contracts, and other'written or verbal agreements.

-r
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V. I:NOWING YOUR RIGHTS AND RESPONSIBILITIES CONCERNING 'ItEDIT

(Conceptual Outline)

Reminder about outline: This is a conceptual ()aline 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 Riggs and_Responsibilities Concerning Credit

A. Rights

1. To be informed 4'
a. Truth Tin-Lending Law (Consumer Credit and Protection Act)

1. Disclosure, statements are required as part of the
contract to reveal pertinent informatiOn about the
dollar amount of the loan and the percentage of in-
terest charges

2. The true Annual Perceuta e Rate charged must be ipe
only one stated or refer ed to

1. The itemized dollar cost of interest and all other
charges plus total price must be given

4. 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
Kate is, accordingly, higher.)
If 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 he reflected in
the True Annual Percentage Rate.

6 The. first. /r) of one's ,take home pay is exempt from
garntshment, and an employee cannot he fired the
tirst ttme his wages are garnisheed. No garnishment
is allowed on disposable earnings.

I. Creditors can compute tinance charges on the out-
tanding unpaid balance in several ways:

A. Average daily balance method (computed on the
average Amount outstanding)

h. Adjusted balance method (computed on the dir-=
tOUOIWO between the outstanding balance and any
payment:: made)

hAlAnce method (tigured OH the opening
balance of the pl'evlow: month)

1. No 1 inance C11.11-}2,C 111:Itle hut t he t ot A;tmount

I:: due within days
rail RepOUtilW Art

. 1. 11111 t !; It v 1,1 10,:t fell i t c.11 ,h; t

t',it, lit 1.1t d t :;c I

. I t den i ed t , I C.111 t ut t 1,(
1 1.1 1111. .till t t rtli I t OF Who i;;,;110,1

del 1 i men (.11 1i1t1, I And why

4
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b. A discredited person may request to see his credit
file during regular business.hours or demand to
be told what is in his file

c. Incorrect information must be deleted, if in-
corr&-A, and the credit bureau must inform others,
who have been given this information, that it
is incorrect

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

c. Fair Credit Billing Act, 1975
1. Consumers should report billing errors, in writing,

and on a separate page from the bill itself
2. Customers need not pay questionable amounts, and his

account may not be closed during the time of the
dispute

3. Credits customers may withhold payment if the merchandise
is defective

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

d. Equal Credit Opportunity Act
1. Credit cannot be denied to a person because of

sex, marital status, race, religion, or age
2. Couples with jpint bank accounts may request that

information concerning these accounts be reported
in each person's name so that both will have a credit
history

To choose
a. Truth-in-Lending An opportunity to compare costs at

different credit granting institutions is possible;
"shopping for credit" using the True Annual Percentage
Rate and the dollar aMount of interest charges for a
comparison inirpn,:e possible

b. Fair Credit Reporting Act electing to notify creditors
immediately about lost credit cards, tlfereby having no

'liability, is A matter of choice
Fair Credit Billing Act choosing not to pay disputed
Amounts is All alternative but credit customers should
br AWAFC et the cow:equences of doing so

a. Equal credit Opportunity Act
1. Creditor:: must not discriminate against the sex,

marital status, nice, religion, oi of the cre:fit

applicant
Income ana pAnt IeIil iiI,toly nhonki he the only
deteiminin tractor:; when extending credit (income
include:; Alimony, pil time employment, wages, sayings
and public assist once)

Atmilint of rct,:on.ti information required
III the ApplicAnt , and a co signet 111,IV V

It A pci:;on Jenicd cfcdit cicdil becil

:;fopped he cAn demAnd An explanation
cAnnot rOgAldllW the ap-

tlicant ';poll:;; it the spons uill not be shafing (he
Account
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6. An eqUal right to choose from all sources of creditors
exists

3. To safety
a. Lost credit card liability is up td $50/card, however,

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

b. since it is illegal for a company to send you a credit
card unless you apply for it in writing, persons receiving
unsoliciated cards will not be held liable for illegal
use of such cards, under the Unsolicited Credit Car4 Act.

c. 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 if you decide to cancel.

d. You are protected by law from harrassnient while a credit
dispute is underway, under the Fair Credit Billing Act.

e. 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.

f. Both lender and seller are responsible for a 'customer's
satisfaction under the "holder-in-due course" ruling by
the FTC. Even if the creditor and merchant are different
agencies, the buyer may withhold payment if the merchandise
is defective or if the seller does not fulfill his ob-
ligations. The consumer may even collect a full refund
of payments made and cancel remaining payments.

g. You must be informed of the sale of your reposseased goods
under an FTC ruling, and the sale of these goods must be
at a "commercially reasonable" sale price (Uniform Com-
mercial Code).

h. 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 Equal

Credit Opportunity Act.
4. To he heard and seek redress

a. Federally created legislation for credit redress

I. Fair Credit Reporting Act
a. Consumers may submit any credit related complaints

in 100 words or less and have it included as a
permanent part of the credit

b. Customers may sue a reporting agency for damages
it their actions are determined to be against the
law, and can coLlect attorney's fees and court costs.

c. Report violations of such accounts to the FTC in
Washington, D.C. or a regional FTC offIcc.

Fair Credit Billing A) t

A. Credit cwiLomer may withhold payment and tile It, al

claim agaitp:t the ksner 01 the credit card, if -

merchandise is detective and it attempts to resolve
the problem with the merchant have failed.

h. Complaints aro tiled with the FTC's Bureau of
Consutuel Protect k)n
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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 their case to court rather
than pay for defective merchandise or services
(if the claim can be proved and if 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 Fair Credit Billing Act), but to used cars,
health spa contracts, self-improvement Courses,
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 (Women's Bureau),
Washington, D.C., or the FTC's Bureau of Consumer
Protection:

6. vrc ruling repossessed goods
a. If you are not informed of the sale of your re-.

possessed goods, you may file complaint with the
FFC's Bureau of Consumer Protection.

b. Other Sources for seeking redress
L, Legal Aid Society aids people with their debt problems

and can assist in the procedure for declaring bankruptcy
Consumer. (;redit. Counseling Service a non-profit debt
and financial management counseling service

3. Credit Bureau collects information about people establishing
credit and sells this information to the Lenders of credit

4 Boller Business Bureau deals with misrepresentation and
fraudulent advertising

). Stale Consumer Protection Agency usually functions mid,:
the State Attorney General's or the Governor's office, and
investigates consumeT complaints, deals with disputes,
reoMmends legislation, eaUCAte11 COUSUMCI-1; to avoid traud,
cooporat et; with ot her s t e and I th'a I ilgell(1 e , t.11

COltrag0;1 :1(.1 t -regatta ion of bit:; ine;;s0;;

State agencies (such .11; the State Corporation Cmmuission
or the State of Ranking) enforcing usury laws And
small 10.111 law:;

. t1:1111-/ IAW:; ,;et .1 I 111.1 Xi Mill rate t or t hose indivi
dual ; lettdiur, money

b. ;;mall tAl,/ 1.11A intetc!;t FAH::: Are needed to

smrvtco :Amill ioans but A ceiling is set on their tates;
thoretoro, both hortower and louder :ire ptote.'ted

h.
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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

B. Responsibilities

1. Determine credit costs
a. Dawn .payments

1. These may be required
2. Can help reduce the amount of the loan that must be

financed, the total credit costs, and th6 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. -Annual Percentage Rate (true annual interest) tells
the .true (real) credit costs in percentage terms,
Ex. APR=Annual Percentage Rate

2=a constant
2YF Y=number of payMents per Year

APR= D(T +l) F=total Finance charges or dollar cost
I) =net amount financed (Difference

between total amount and down payment)
T=Total number of payments

Lf borrowing $200 (with no down payment) and repaying
it in 12 months with payments of $18 each,
Y=12 payments ($18 $216)

F=$16.00 F=0(12 and -200)

D=$200 financed (216 $ 16)

=12 payments

APR = 2(12)(16) = 384 = .148 (move decimal two places
00(12+1) 2600. to right)

APR = 4.8% annual. interest
1. The 'stated interest rate" is act ,Ily different from

the APR which more accurately describes the rate of
interest. The true APR assumes that you did nothave
full use of the amount borrowed for the term of the
RIAU since the amount is paid back in installments
Ex. If borrowing $1,000 for 12 months at a stated

interest rate of 8Z, this indicates $80 as the
dollar cost of the credit ($1,000 x .08 = $80),
but

Al' R

4u

\t,) APR - 2(12)080)
$1,000(12+1)
1920

13,000
.14/ or true APR-14.1 Z
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2. 'Compare sources as to credit. costs (True Annual
Percentage Rates)
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% interest is charged on the unpaid balance

c. Consumer finance companies
1. 8-22% annual interest is charged -
2. Purchased goods may.serve as collateral

d. Sales finance companies
1." 16-24% annual interest is 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 Ls charged
3. 12-16% annual interest is charged on separate

installment credit plans
f. Credit cards

1. Usually 1 1/2% interest is charged on the
unpaid balance

g. Bank overdraft loans
1. 1 1/2% 2% interest is charged on the unpaid

balance
2. 1.8 -24% annual interest is charged

h. Pawn brokers
1. 30-36% annual interest is charged
2. If loan cannot be repaid, the security goods

must be forfeited
L. Savings and loan assoltations

1. 7-8% or more anneal interest is clyrged
j. Insurance companies

1. 5-8% annual interest is charged
3. Read the contract to know personal responsibilities

a. The sale price of the product must appear
h. The down payment made on the item must be included
c. The interest rate to be paid (true APR) must be stated
d. The minimum balance to he paid at each installment or

during each billing period must he stated
The length of the billing Period (amount of time allowed
for payment of the hi..l I , he fore add itiona1 cha r-ges are

made) must be stated
Limitations on the Amount of credit the company will
extend mw:t- be included

g . The total :mount t i nanceil (sa le pr i cc minas down paymen t ) -

shot' 1d Appear

h. Amlate pJyment cliAre (it hill not paid. before

the end. 0f tM, billing period) must he mentioned
f. The conditions ley prepaying must be stated

41
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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. Keep 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
b. Budgeted limit

1.,, An amount to be included in the personal budget for
predicted credit transactions

2. If credit payments amount to twenty percent or more
of one's take home income, he is very likely over-
extended and too far in debt.

(s. Receipt files
1. Save all credit receipts

t
t2. Keep a file and/or an account of the moun of each

debt and when each of the payments ar due

5. Other consumer credit responsibilities )
a. Be certain all information given for written or verbal

agreements Is accurate
I. Reread all information given to he certain it iF correct.
2. Your signature is a pledge that all information is

correct.
b. Repay debts ,promptly.

I. This enables you to meet your credit obligations.
2. This also helps you maintain a good credit rating.

c. Realize that failure, to pay an installment on time may
result in the entire balance being declared due,
immediately

d. Be 114dr0 tlidt late payments may result,in added interest
charges.

e. Know that H you tail to pay your debt, the'lending agency may
repossess the items purchaSed, and you may still be .required

to repay the balance'dne on the goods.
t A co 'signor (one who signs d credit agreement saying that they

W ill ftiltill the obligations of the debtor should the dehtor

he niftble to p,iv), is liAblo tor the amount due if the debtor
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c. May lose the merchandise through repossessment of the
goods by the creditor

6. Misuse results in a poor credit rating
a. Misuse is recorded by credit bureaus
b. The credit rating follows you always
c. You may be considered a "bad risk" in the 'future

7. Credit cards may be lost or stolen
a. You may be liable for some of the charges 11 the loss

is not reported to the proper agency
h. Take the proper steps if any credit cards are ,lost
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SESSION ONE PRESENTATION

' REASONS b0R USING CREDIT AND CONSEQUENCES OF CREDIT USAGE ..,,mot

The following plan is a suggested approach for a 50-minute presen-
tation covering the first two .components, 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'is
RecOmmended, Suggesed, 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 0ptidnal(0) activities.
The "Time" column suggests how many minlges'might be spent on that

.particular activity in order to cover all nf 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 ob-

jectives. Often an activity says "list" state", or "define" for

ample. The actual approach to be used isleft,for you tp decide:
If you have facillities for ovetheaciproiection, chalkboard, or flip
chart, theic can be used as well. You are urged to use whatever
method you feel is 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
objectives for these two compon nts., the material in the conceptual
outline for each component, and'have decided hoW you will accomplish
each activity.

C:o (1) .-4 --. ,(
.,-.1 ,_4 .9. ,11

1.A ,1,4 ../ 0.41 ,1 fl I: -r-i

(1 0 '0 : I, I 1 -1
11 0 i . r 1. .')'. cl

(,)

Intro-

duction

51

t,Ite that:

"Cow:timer credit in a term we arc a I I, familiar
with but which many of us we would like to know
more about . There are wily aspect of credi t t o

he connidered, too. In thin :cession, we will .he

takilw J look At the reason:; for uning crodit ond
ot using vredft.

We ;110111,1 l)cyrt h (let i ci eti t

(A)00..; :WI/ ',(FI:V1(11:; ilF(T:1 V FP Nt1l4 W ILI, Ill'. 1',111)

I IN I III t (lt alt foil .
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(Oral Pretest)
Ask some or all'of the following questions .to stimu-

,

Reasons late thought and to check the amount of understanding
for. Using the learners have abOut'thAsIltoptc,,* (The trans
Credit parency of objectives can be shOwn.while asking these

questions.)
"1 cannot seem to pay my. bills and feel further in
'debt every month. What should I do?" (See page 25,E.)
"The new fOrniture l've been admiring has .been put-,
on sale. What can I do' ?'! (See page 25,
"The hot water heater went On the blink. What can
1' do?"5(See 'page , C.)

"My child's college scholarship has been discon-
tinued, What can i do?" (e0. page 25,..A.)
Atter asking:tilese- questions and receiving responses
from the group, state't4i-S generalization:- "Credit
can he used to satisfy-both wants and needs."

10 List the five. reasons for usin credit from page
.."), And one 31 A time, ask tor examples of each.

52

Conse-
quences ot
Credit

Usage

Ask some or alTof the following questions to
:tImu1 ire thought'and.to 'check the amount of under-
standing the learners have about this topic.* (The
transparency showing obiectivqs can he. shown while
asking these questions.)
"Is it po:::;i1)10 for me to afford luxuries pi a
limited Monthly income?" (See page 28, A.I.)
"'the , 1 price w,1:: i r re't-; , Litt I could not

11,1y the tot -a1 Hilt Jost month, so t 'toy have added'

t inanC., , bringing' the price back up again."
pAge

"Where does my money go? I had $'-)0 at, the begin
orng ot the week, And now there is none!" (See

Alter the (piestfoit And receiving responses
teene t Ike group, rate t i,,,,1101- 1 1 i':!;1 011: "T1101;
Ali' AdvAnt,iges,,And disAdvAntAs to using consumer
credit, ot which should He considered betor

tia I I y i ed t "

L,)11. M, rli,e 1 t 1 11 1' 1 ,Lr,t: v.
tlnelet 114.1111 flee epl,re pri I I column

hccih 1 f the Adv.iht,wo:; duel el i ::aetvan

ti

A
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LL

(Cont.) tages of using credit from pages 28 and 29, dis-
cussing each as it is written(or viewed on the
transparency), by giving brief examples oe
planations(also on pages 28 and /9.)

Ask the group if they can think of any other
advantages or disadvantages of using credit.

5 Ask if anyone 'has questions or commentp concerning
the information on consumer credit covered in this
session.

a"



SESSION *10 PRESENTATION

TYPES AND SOURCES OF CREDIT

The following plan is a suggested approach for a 50-minute presentation
covering the third 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
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 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 is most
effective, convenient, and available.

When an asterisk(*) appears at the end of an activity, it indicates
that a transparency master for that Varticular 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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Types' and

Sources of
Credit

R 2 tate:
"During this session we will be talking about the

types and sources of consumer credit. Some, you may
be familiar with but others may be new to you."

8 (Oral Pretest)
Ask some or all of the 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.)
"Can I get an installment loan at a department
store?" (See page 32, A.1.)
"Are all credit card deals the same?" (See page
ff, 1{.6.)

"Does it ma ,ding difference where you go for a
loan?" (Sp psw,t, 32-14, R.)
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4-4

"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 receiving 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."

R 10 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.*

R 10 Describe the ten sources of consumer credit listed
on pages 3234.* Allow time for the group to con-
sider and discuss each.

S 5 Review the three sources with the lowest true Annual
Percentage Rate and the three with the highest true
Annual Percantage Rate.

S 10' Point out the special characteristics each of the

ten sources explained on pages 32-34. Ask if there

are any questions.

0 Ask ff 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 If anyone has questions or/comments concerning
the Information on consumer credit covered in this
session.
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SESSION THREE PRESENTATION

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. TVI"Type of Activity" column tells whether.the activity
is Recommended, Agkested, 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 he 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- Lor 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" co1imn suggests activities for meeting the objectives.
Often an activity says-- "list ", "state", or "define", for example. The

actial approach to be usedis 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
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
this component, the material in the conceptual outline, and have decided
how you will accomplish each Activity.,

,
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Credit and
Your Credit
Rating

2 State:

"During this session we will be discussing the
credit rating, what it is, and what it can mean to
you.

R 5 (oral Pretest)
Ask some or all of the following questions to
stimulate thought and to check the amount of under-
:-;tanding the learners have about this topic.* (The
transparency of objectives Can be shown while asking
these questions.)
':Does a credit rating follow me forever?" (See
page i8 , i)
"Does evuryone have a.credit rating?" (See page 37,
B.2.)
"Where is the local credit bureau Located?" (See

r-,
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0 w (1) gi 4-4
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IV

(Cont'd)

t.

R 8

R 2

R 8

R 2

R 2

R 5

R 10

2

your local telephone directory or your local
Better Business Bureau for this information.)
After asking these questions and receiving
responses from the group, state this general-

ization: "A credit rating is establish
'first time you use credit and follows ou every-

where as a record of your continuous redit

behavior."

Vertically, list five letter "C's".
first "C", write the word from page 37,
represents the first influence on one's a
obtain credit. ¶ive an example of what i

er the
ich
ility to
means

so on
factor

in terms of obtaining consumer credit (
page 37). Do th 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 fOr ways or processes
that agencies use to obtain credit information.
Tell and, briefly, discuss what they are (page 38):

Show examples of written credit applications.*
Discuss the various questions applications

as each relates to the five ", of obtaining

credit (page 38).

Discuss with the group what questions 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).

S 4 Ask if anyone has questions or comments concerning
the information on consumer credit covered in
this session.
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SESSION FOUR PRE ENTATION

KNOWING YOUR RIGHTS AND'RESPONSIBI ITIES CONCERNING CREDIT (Part I)

ThAollowing plan is 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 is Recommended,
Suggested, or Optional. Remember to concentrate first on the Recommended
(R) activitiep 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 is important to remember that it may be very difficult to cover all
of this material in just 50 minutes. For this reason, be eppecially
'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 is
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 ofethis component, the material in the conceptual
outline (Pact A. Rights), and have decided how you will accomplish each
activity.

a-i .
0 CD CI) r-4 CD

T-1

C-1

4-1
0

1
18

TO
H

-f-1
4-1 "E:41

01 C_J

>
7-1)
U

V

(Part A)

Knowing
Your
Rights
and
Responsi-
bilities
Concerning
Credit

R 2 State:
"We all have cer=tain rights and responsibilities

related to our use of consumer credit. During
this session, we will be concerned with our
consumer credit rights."

R 8 (Oral Pretest)
Ask some or all of the following questions to
stimulate thought and to check the amount of under-
!-;tAndirig the learners have about this topic. *
(The transparency of objectives can be shown
while asking these questions.)
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e
O 0 till I" .r>4

Ti 4.4 0 r4 4.4
1.4 X IJ

4-1

U 0
C/

'13

t
U

V
(Part A)
(Cont'd)

I

"What rights do women have concerning credit?"
(See pages 43-44, A.l.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.4.)
"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."

R 2 List the four consumer credit rights from pages

42-46.

R 28 Discuss the four major credit related laws(pages
(7 min. 42-46 in terms of what they do for the consumer
per (or how they apply to the four rights.)*
law)

R

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

Ask if anyone has questions or comments concerning
the information on consumer credit covered in this
session.

Ci
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SESSIONFIVE PRESENTATION

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

The f9llowing plan is a suggested approach for a 50-minute presentation
covering the second part (Consumer Credit Responsibilities) of the
fifth component of the credit moddle.

The first column, "Section of AllOdule" indicates the part of-the
module to be covered. aur,

The "Type of Activity" column tells whether the activity isRecom-
mended, 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(d) 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 verydifficult 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 is 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 iq 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.

.1..J

o w w ,-4 cl) 1-4
.1-4 1-4 (3., 4-I > 5 >
.4-i 4-4 = 0 *,-4 .r-I ...-1U 0'0 H .1..i H .1..i

W 0 0 ....., 0
CA X ..'f:

V R 1 State:
(Part B)

. "In addition to our rights in using consumer credit,
we have certain responsibilities to remember when
t4sing credit. During this session, we will be con-
cerned with these responsibilities."

Knowing
Your
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
Credit transparency of objectives can be shown while asking

these questions.)

"Don't bank and auto dealers charge about the same
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V for interest?" (See page 47, B.2.a. and B.2.d.)

(Part B) "How can I figure out the real cost of a credit

(Cont'd) purchase?" (See page 4b, B.1.)
"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.a.)
After askilg these questions and receiving responses

R 2

R 5

R 4

R 9

from the group, state this generalization: "Each

consumer has responsibilitiies which eah help him
know howtto use credit wisely."

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

Explain how to compute the true Annual Percentage
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.

S 8 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 overexteut, )n of credit by setting
limits on amounts to be 7..it in credit per month
(page 48).

R 9 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.

S 5 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 payments become. due.'

Annual Percentage Rate - The actual rate of interest 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-

ficantlyigher than in previous payments.

Bankruptcy ='A legal proceeding declaring that an individual 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 paid 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 businesses for confidential use.

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

Credit Union - A cooperative 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

c r
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t

Default - Failure to meet a payment or to fulfill an obligation.

Disclosure Statement - A statement giving all the terms orthe credit,
transaction.

Discounting - Deducting service charges, for the credit being extended,
before giving the borrower the money loaned him.

Dollar Cost of Credit - The total cost,of Using the, credit expressed in
dollars - the total, cost minus the down payment.

Down Payment - Any money paid as' an initial installment on the total cost
of an item.

Finance Charge - The amount charged for the usef the credit services.

Garnishmen - A court order presented to a debtor's employer requiring

that par of his wages be used to repay a creditor because payments to
him are Oast due.

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 merchandise.

Outstanding 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 it.

Title - A document indicating legal ownership.

Unpaid Balance Amount remaining to be paid.

Usury - Excessive charge for the use of:money.
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For more in-depth reading on the preceding topics,. see any ode or more of
the following references. If tI/ilie are not available in your. locall
school, college, or public libraN, you may wish to761-der several fdr your
Use. . .

Textbooks .

Burda, Edward T., Consumer Finance Harcourt Brace Jovanovich, Inc., N.Y.,,,
1975, pp. 42, 86-112.

De Brum, S. Joseph, Peter G. Haines, Dean R. Malsbar\y, and Ernest H.
Crabbe, General Business for-Economic Understanding, Smith-Westetn
Publishing Co., N.Y., 1972.

Garman, E. Thomas, and Sidney W. Eckert, The Consumer's World, McGraw-
Hill Book Co., N.Y., 1974, pp. 991.26.,

Gordon, Leland J. and M. Lee Stewart; Economics for Consumers, Van
Nostrand Reinhold Co., N.Y., 1972, pp: 316-337.

Jelly, Herbert M. and Robert 0. Herrmann, The American Consumer, McGraw-
Hill Book Co., N.Y., 1973, pp. 354 -391.

Miller, Roger L., Economic Issues for Consumers, 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.

Price, Ray C., Vernon A. Musselman, and J. Curtis Ha]l, 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.

Schoenf ld, David, and Arthur A. Natella, The Consumer and His Dollars,
Oceans Inc., N.Y., 1970, pp. 169-1.88.

Smith, C rIton,,Richard Putnam Pratt, and Time-Life Editors, The Time-
Life B ok of Family Finance, Time-Life Books, N.Y., 1969, pp. 7/12,
22-40, 95, 206.

Troelstrup, Arch W., The Consumer in American SocI.etE, McGraw-Hill Book
Co., N.Y., 1974, pp. 168-194, 358-359.- ,

)t
Warmke, Roman F., Eugene D..14'yllie, W. Harmon Wiltion, and Elvin S.

Eyster, Consumer. .Economic Problems, South-WesLeliti Publishing Co
14.1*, 1971, pp. 152, 189, 420-437, 451.
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'Articles

Bender, M., "Should You Join Credit Union?," Mc C 11's, vol. 102
(May, 1975), p. 59.

Brooks, T. R. , "At Last: Fair Credit Treatment for omen," Reader's
Dispst, vol. 107 (September,.1975), pp. 19-24.

Chan, J., "Getting Credit 1ft Your Own Name," Mc Call's, vol. 109
(August, 1976), pp. 96-99.

'"Credit Cards 5 Loans Denied Women," Lad1es: How Journal, February,
1973, pp. 44, 131.

"Credit Cards: Crowing Concern Over Your Privacy," U.S. News & World

Report , (February 21, 1976) p.

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

P. 4).

"Diiicount:: for Lich," Clialfain& Times September, 1976, p, 16.

Donnelly , Caro L i ne , "New LOng-erni Cat Loans at Short-form Prixe,"
Money, September, 1976, pp. 43 -44.

"How Companies Kate Credit Risks," U.S. Nows,6, World Report., (July 19,
19/6), p. )0.

"How Jot:; vont Cicklit CAld Januitty, 19/6, p. 42.

"How Mitch Doe:: (wedit Really Cost You," Mc Aprfl, 1973, pp. +2-49.

"How to 1'.'t.thii!,11 Yetu Ciedii --Ability," Clutn&bng_pme:;, June, 1971,
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We Aver, Y., ,"Arenou Using Credit Wisely?," Today's Health, vol. 53
(November, 1975), pp. 42-43.

"When you Need to kitorrow Cash ,n changing Times, vol. 29 (February,
1975), pp 13-34.
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Private'
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Attorney General's Office, 1101 E. Broad Street, Richmond, Va., 23219.

Office of Consumer Attairs, Virginia Dept. of Agriculture and Commerce,

825 East Broad StroliCt, P.O. Box 1161, Richmond, %41., 23219.

State Legislator

Virginia_ Citizens Consumer Council, P.O. Box 777, Springfield, Va.,

22150

Consumer Credit Counseling Educational .).?_rvice of Greater Washington,

Inc., 15/i1 Chain Bridge Roaa, Fairfax, Va., 22030.

Virginia Legal All Society, P.O. Box 41/, Richmond, Vs., 23203.

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

Richmond, Va., 21219.

AAte Corpotation Commission, 800,'l'l2 '9/60.

Local
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N.W., Washington, 0.C., 20004.

cAti I ROA nok c Val lev , Su i I e 646 A, Ci yst a

1:1 1 s;ss,s I Ca turbo I I Avenue , Roanoke', VH. , 24011.

Be tier Ilus Inc 1ItH call or Sl, Ittnottri 4(11'0 fit-r.Ltd St t cot BIcltntontl,

VA. it i

dew t sr s tt, [tor !ss:; sse-, htn, , I I -s kJ( t 1'etl. St t es' t , Not folk

. r

c

r Jrmr.e:

11,1r, I, I ',II . It, k; it, I

liii i ter I f 111,i ..1111111(1'

I

I ,r co .1 on I



70

"Ii?!

A local credit union (for Information on credit fees, debts, credit
laws, fiaanci counseling, purchasing a car or life insurance)

4Local Legal Aid ociety



EVALUATION

Rather than have the adult learners complete a final. post-test, it

is htig,t,.!,e; Cod tint t vott ti;, thi t cva I uat Ry ir; i tip thi I orm

of evaluat ion, you will havt- i,ic t t i :tct.1111 I

learned, and wh o your tochnique:-. viw MAV want ttr use again or alter.

I I , t he ot ht r It Ind voti pi t Iii , inn I pit t t bet ter

.1S1-; !-C-; t u.l l It am i n,,, I In c)1111.),t at t Le htTinni 11},, ut this module

1 1 , l I f ' I ' t , i ) A t I I t k. r, t (1 I It' t t'S

Ilr t-t kt it tits oyd I Hat ion KrivI iii length and iu time needed

tot , ttntl,lt ilon l itt oo Tr mitdtt a:tk d. Tho par ici pant tt could
J

111,1 ;111,1 tiro I ht m i Ii I o vt,tt with 1.1w

11,1111t 011 t lit I .1 it, Itt t'nrt t art.t: Orniti t von want

t I It, tvalu.rl I, '11 'AI iII I II. I V ill

y -.7 )\'.'1.,1 I t Wit:. ,,c;;
II ;11 .1 t ,I ' I i t .

t tilt t ti! t ntt t i t IttI volt
I" trill' I 1 rant , ;,, ,tk,Hkm),

Wit tt ;,com in,. I if i I v t' imi gat
ht'

1111c1 HA'A I, I I t h It .11 Il I II I I I I gall I

11 int . 1.! I

f

f

t

d

hi I i t !IL 111,1 11,\s' a I t,1 I t

't I t 11 I lu

71



REACTIONS TO YOUR USE OP THIS MODULE

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

REASONS FOR USING CREDIT

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

SPECIFIC OBJECTIVES: CITE THE MAJOR REASONS FOR USING CREDIT AND
GIVE EXAMPLES OF EACH REASON,



II

ACtivity 1

II: CONSEQUENCES OF CREDIT USAGE

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 SPERAL DISADVANTAGES OF USING CREDIT,
AND GIVE EXAMPLES OF EACH,



A-1

TT. CONSEQUENCES OF CREDIT USAGE

II. 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 for them

4. To make purchases more conveniently

manage overall expenditures more effectively

'Co establish a tmlit rating

/. To beat inflation

To use it rs it form of "savings"

re keep savings intact

Disadvantages

Finny', earnings are already committed to he spent

Provides A talse sense of security

I. Decrease: cash savings

PAN .inance charges in addition to the cost of the

io0Juci of soryicc

1.tv l'' id to credit ovcrextension or bankruptcy

Ni 1c):Hlt); ill A poor credit rating

cledit WAV lit lol ol .;101cil

,



ADVANTAGES V. DISADVANTAGES OF CREDIT USAGE

Advantages

Improves general level
of living

Allows taking advantage
of sales

Lets you use large items
while paying for them

Make purchases more con-
veniently (no need
to carry cash)

Manage overall expend!
tures effectively with
receipts

Establish a credit
rating

Can help beat Inflation

Use it as a tom of
savings

Other:

Disadvantages

Future earnings are
already committed
to be spent

Provides a false sense
of security

Decreases cash savings

May lead to credit
overextension or
bankruptcy

Misuse results in poor
credit rating

Credit cards may be
lost or stolen

Other:

Activity 2



III

Activity 1

III. TYPES AND SOURCES 4. CREDIT

MAJOR OBJECTIVE: To DESCRIBE VARIOUS TYPES AND SOURCES OF
CONSUMER CREDIT.

SPECIFIC OBJECTIVES: INDICATE THE DIFFERENCES BETWEEN INSTALL
MENT AND NONINSTALLMENT CREDIT"PLANS.

DIFFERENTIATE AMONG THE SOURCES OF PLACES
TO OBTAIN CREDIT.

a



III

Activity2

TYPES OF CONSUMER CREDIT

I NS TALLMENT

kET

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

SINGLE PAYMENT IS MADE
HERE ARE NO FIXED PAYMENTS
YPES INCLUDE:

SERVICE CREDIT YOU APPLY FOR SERVICE ANP MAY HAVE TO PAY
A DEPOSIT (UTILITY BILLS)

P(HCTOR'S BILLS USUALLY PAID IN FULL wHEA DUE
ARGE ACCOUNTS MAY PAY AMOUNT DUE IN 5U DAYS REGULAR)

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



SOURCES OF OR PLACES TO OBTAIN CAEOIT

1. Commercial hanks

2. Credit Unions

3. Consumer finance companies

4. Sales. finance t:ompanies

5. Department storms

. Credit cards

/, Bank overdraft luans

8. Pawn Brokers

S,Iving!-; dnd Lou t1 A:ociAtiow;

10. Inurance

t'

ti
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/ Activity 3 (a)

-.TEN SOURCES OF-CONSUMER CREDIT

Commercial Banks

' Collateral often required; monthly repayments usually required;
low interast rates (10-14% annually); average loan sbOut $1,100;
serve low and medium risk' customers; service fee for early repay-

ment; may discount amount oilloan-deduct the service charge
.'before giving the amount of the loan to the customer; character
or signature loans usually available

Credit Unions

Membership required to receive a loan; low interest rate(9-12%
annually); character or signature loan usually available; 'payroll
deduction normally required; may have XimitAon borrowed amounts;
usually quick and easy servi,,,i1

Consumer-Finance Companies'

Maximum amounts to borrow are limited; serve highest risk customers;

higher interest rate(14-367. annually); high degree,of advertising
and promotion; service fee for eqrly repayment; collateral needed

to insure loan (

Sales Finance Companies

Lending arranged through rutuiler(usually automobiles); indirect
boTrOwing,In Ohat It is not the retailer that provldes the
credit; may ,serve higher risk customers; higher interest rate
(l6-24% annually); purchased.,4400ds serve ascollateetil(new car);
service fee for early repayment

Deartment'Stores

Ciedit available soon after submitting application; revolving
credit available with the option of pa)iing, infutl when bill
is received or pdying in installment credit plan available
(interest rate of 12-16Z); Add-on ogption,is UNNually.available .

'on insChIlment plans

Credit Cards-Customer's credltwill,be honored up to specified amount

Retail store 4,4rt cards-ls,;ued by department stores andoll
companies,' honored in :;specific` store,

company, dr chain of stores, credit
cards are issued directly to customer,
rewilar or revolving charge plan pay-
ment r, .1/(: Available

(1.1



TEN SOURCES OF CONSUMER CREDIT (CONTINUED)

III

Activity 3 Cb'Y

Bank credit cards-issued by bank or banks for generalpurposes,
honored in a vailety 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-
imum credit Limit and repayment schedule established; checks may
be writteh against credit limit (if total amount owed'does not
exceed lithlt; additional amount is 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 onth's payment or ,deduction (usually
1. 1/2-2% monthly,- 18-24% annually)

0

Pawn Brokers

'Security surrendered to pawn broker until repayment; lean 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)

4*

Savings and Loan Associations
4

Mostly housing and real estate loans; can borrow against personal
savings account (interest rates are tow 7-8X annually)

A

insurance (ompanies.

Loan up to (1)7, of cash value of Insured's policy; no clfeot investi-
gation; low interest rater? (5-8/ annually); face value of policy ts
reduced by amount of loan in evunt of death; no time limit fomre-.
payment; no service tee for early loan repaynlent



IV

Activity 1

IV, CREDIT AND YOUR-CREDIT RAPING

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

SPECIFIC OBjECTIVES: RELATE THE FACTORS INFLUENCING ONE'S ABILITY
TO OBTAIN CREDIT.

CITE EXAMPLES OF DIFFERENT PROCESSES USED
AND INFORMATION NEEDED IN OBTAINING CREDIT.

IDENTIFY FACTORS INFLUENCINGONE S CREDIT
RATING. -

BECOME AWARE OF THE IMPORTANCE OF MAINTAINING
A GOOD, CREDIT RATING.

83
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Activity 2

. THE FIVE C'S

(MAJOR FACTORS INFLUENCING ABILITY TO OBTAIN CREDIT)

IpN

-CHARACTER: NTEGRITY IN USE OF CREDIT
ESTY

ILLINGNESS TO REPAY

CAPACITY:

-CAPITAL:

EARNING POWER (INCOME)
LURRENT CREDIT COMMITMENTS

NETS:MTH OF INDIVIDUAL ACCUMULAIL ASSET VALUES
MINUS DEBTS

FINANCIAL RESOURCES CASH VALUE Or LIFE INSURANCE,
HOME, CAR, SAVINGS ACCOUNT, ETC.

COLLATERAL: ITEMS WHICH CAN BE USED AS SECURITY FORA LOAN IN
CASE YOU DEFAULT

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



iP

I

FACTORS INFLUENCING ONE'S ABILITY TO OBTAIN CREDIT

1. Character

2. Capacity

3. Capital

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

5. Conditions (the overall supply and demand of credit,in
the economy)
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IV
Activity 8 1

SUGGESTIONS FOR ROLE PLAYING THE INTERVIEW

1. For this "interview", the volunteer will pretend to be a gales-

person for a small business. -He/she receives a Moderate income
and is buying a home. There is a semr-completed application
form included with these suggestions: This application form

can indicate the direction for the interview. Questions

can be asked about information not given on the application or

to clarify information that is given.

ir2. When asking for a volunteer, explain to e group that this will

serve as a simple example of .interviewin a 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 00 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 "in-

terview."
ti

S. 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 affect 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) the responses given d) whether or

not they feel the applican-t,should receive the credit.

k



Third National Bank of Virginia

1,
INDIVIDUAL APP) ICALION (COMPLETE A JOINT APPLICATION (COMPLETE SECTIONS A ENO B I

PURPOSE
YOU NEED, ONLY TO COMPLETE SECTIONS

DIFFERENT FROM A.

UNSICUPB AMU IDE,CPIBI ElLew) $ NO OF MOMS

AUTO REC, VEHICLE TRUCK HoTOPEYRI vcR ILA HUM) HOUSEHOLD GOODS (DESCRIBE)

MAKE MOTEL_.____
YE Au

AUTO, TRANS, POWER SIHRING HHAA(',

AIR COND, VINit TOP No. OF CYL,

llsT PRICE 4
Down PAYmENT $

_

TYPE INSURANCE WAIVE

AUNT

ADDRESS

CO DOES ANYONE OTHER THEN APPLICANT oR cp

--"Mt -
ADORE

SELLER OF GOODS /MAY ICF 5:

NAME WHEY.,

A, APPLICANT (ITU

OPTIONAL

FULL NAME

X11

OTLICANT HAN, AN) INOIST

HOME 100RESS

CITY

J.

HOW LONG HOME PH, NO,

PREVIOUS HOW,ADDRESs IF Al fr,

NEAREST RELATIVE NoT LIVING WITH You 41, At

HOME ADDRESS

SOCIAL SECURITY No,

/

OWN DR BUYING

LANDLORD OR MORTGAGEE

PURCHASE PRTO $

PRESENT EMPLOYER

EMPLOYER ADDRESS

POS HON

CITY ,TAI 'IC

.11 1 Al '.,ii PIN, I IL '', 11,1

RENT

1,11,4 41

[ f; hi THHL)

PEAL PROPERTY HOME IMPROVEMENT/REAL PROPERTY

(DESCRIBE)

(LOCATION)

OTHER (DESCRIBE)

IN THE SECURITY? YES NO RELATIONSHIP

REFERRED.TO BANK BY SELLER YES

3, JOINT APPLICANT TITLE MR, MRS,

(SPOUSE OR OTHER) OPTIONAL MS. MISS

FULL NAME

Homi ADDRESS

CITY

(RELATIONSHIP

STATE ZIP

HOW 10HC 1 HOME PH, N0, BUSINESS PH, NO,----

0,1 y log HOME ADDRES! IF AT PRESENT ADDRESS LESS THAN 2 YR,

NI 047J RELATIVE NOT LIVING WITH YOU

HOME ADDRESS

RELATIONSHIP-

CITY STATE / IP

CS

_

mC IAL SECURITY 40, 1-TOTAL DEPENDENTS LACE

__/ _ / _, _ ___

04N OP DOTING RENT OTHER

LANDLORD OR MORTGAGEE

PURCHASE PRICE $ m)EMAtE BALANCE

';PRESENT EMPLOYER.

'pnA,LoyE; ADDRESS

1 rA
trEAP5,THERE

R.

ri

H. H
rrC

91



MONINiY LSPLNSIS moNtAN , IN, 041-----_,__
MORTOAGE ALARY,WAGI '

OR RENT $

--------.
(:omroeS",ION 1

' Ell, LIVING UTHIR

EXPENSE $ INCOME. $___.

°Ur OOLIG- IALImov, CHILI) SOPruAll,

ATIONS $ ON 4111N1fNANCI PATuf NL

NEED NI 'I HI HIVIAI +HI

TOTAL

FIXED TOTAL

EXPENSES S INCIMI $

BALANCE OF INCOMIEWhEi

PRESENT DEBT !CREDIT REP RI yLiY, A,'1, IN01.1

LOANS, DEPT. S.IOREG, I Tr. AL, IL , N 1,

AND COURT OKA RID PYI41; 1,0, Al jto, A., I1 It PP!).1,

1)k 16 ?Ai 1,11411111 -Ai f

Ath10".1 / I

BANKAmERICARD

MASTER CHARGE

OTHER

ACCT. Nr. .

AC( T.

ACCT.

Vd

MONTHLY EXPENSES

woRTGAGE SALARY/WAGE/

OR RENT $ cowl SSION $_______

EST, LIVING OTHER

1 fRE NSF $ _
INCOME $

MONTHLY INCOME

DIRT 'JR'

r110`,

TOTAL

I LAID

lo(Ny S

,ALIMONY, CHILD SUPPORT,

OR MAINTENANCE PAYMENTS

NEED NOT BE REVEALED)

TOTAL

INCOME $4

BALANCE Of INCOME OVER EXPENSE $

AP. yAly REFIRENCIS: INCLUDE BANK, FINANCE CD.
'INS, 101. 510111S, ITC, ALSO LIST ALL NON COURT oROENID

T:MJIRIO PYLITS, NI/ ALIMONY AND/OR CHILD SUPPORT,

RANA RICAN(!

1,0 I.

I oR It INAL IMONTHE Y !BALANCE

otUNi__i_PAYMENI

{I r

_

1

ACCT, NO,

ACci. NO.

ACCT. NO.

CUSTOM CREDIT E OVIHDRAA7 PXIVILELfC LJS130.CFIC.T DR OVERDRAFT PRIVILEGES

YOUR BANK NAME (JAI IriN

EkECK ING ACCT, NO,

SAVINGS ACCT. No,

PREVIOUS _LOANS wITH_ TYPE

DOES APPLICANT DE;IFFE

BAC CUSTOM CREDIT FINANCIAL PRoF ILI

SAVINGS DEBIT CKG.ILOAN PfmT, OTHER

J',

RANK NAM( LOCATION

(HILAING ACCT,

AvINGS ACCT. 43,

PREVIOUS LOANS WITH TvPi

DOES JOINT APPLICANT DESIRE

SAC CUSTOM CREDIT 'FINANCIAL PROFILE CRG.

Iv INGS DEBIT CAC,./LOAN PYMT, OTHER

FC

THE ABOVE STATEMENTS ARE NOM 1TTID 1 uEI 11.11 PURPOSE 11E (Jill IN Ni, CR .011 AND ARE CERTIFIED To BE CORRECT. I EWE) AGREE THAI USUAL

CREDIT INQUIRIES MAY BE MADE 7) oplir ATIMENTS. I 'WE) AuRI I +AT THIS APPLICATION SHALL REMAIN THE PROPERTY OF THE BANK WHETHER

THE LOAN IS COMIC NI NOT, 101E1 AcANowEIGIGF REci [VAL 1Ao NUT' I REQIIIR[D UNDER THE FEDERAL EQUAL CREDIT OPPORTUNITY

SIGNATURE IGNATuRE

AFTCTA41 JO INT APPL ICANITS) 1 DATE

ON TH;

CEPN

AL ,4 rw0H1 S PiDlluw 4.5° AGAINST CREDIT. APPLICANTS

AGENCY WRiiCH ADMINISTERS COMPLIANCE WITH THIS LAW CON

Id 1.:,4"P Hi CU AFFA:(RS DIV1s1nN. wASHINF.TnN 6 r



V 11

Activity 1

V. MOWN YOUR RIGHTS NID RESPONSIBILITIES CONCERNING CREDIT

MAJOR OBJECTIVE: To SUMMARIZE VARIOUS CONSUMER RIGHTS AND
RESPONSIBILITIES CONCERNING CREDIT,

SPECIFIC OBJECTIVES'. LIST THE BASIC CONSUMER RIGHTS ABOUT CREDIT
'w 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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FOUR MAJOR CREDIT RELATED LAWS

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

Consumer Credit Right-To be informed

Laws

Truth -In- Lending

(Consumer Credit
and Protection ,

Act)

Fair Credit Re-p
porting Act, 1972

,Fair--Credit Billing
Act, '1975

Equal Credit Op-
\portunity Act

Other
A

Actiiiity 3 (a)

1-Contracts must include disclosure state-
ments with Itemized list of, all Charges.

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 wage's 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.

1- Limits lost credit card liability to $50 per

card.

2-4 you are denied credit, you have a right to

find out why.

1-Consumers should report billing errors.

2-Customers) ne9d 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.

1-Credit cannot be denied to a person because of

sex or marital status.

2-Couples with joint bank accounts may request

that information concerning-these accounts be
r'epi-Trted in each person's name so both will have

a credit history.



FOUR MAJOR CREDIT RiLATED LAWS

(As each relates to the four Consumer Credit Rights)

Consumer

Laws

Truth-In-Lending
(Consumer Credit
and Protection
Act)

Y

YN

Fair
/
Credit Re-

p.rting Act, 1972

Fair Credit
Billing Act, 1975

Equal Credit Op-
portudity Act

Other

Credit Right-To 'choose

1-Opportunity to compare,rates at
different credit granting in-
stitutions exists.

1- Electing to notify creditor ,

immOiarely about lost credit
cards, thereby having no
ability whatsoever, is possible.

1-To Choose. not to pay the amount
in question during the time
of the dispute, is a right.,

1- Creditor must not discriminate
against sex or marital status
of credit applicant.



Laws

FOUR MAJOR CREDIT RELATED

.
(As each relates

Truth-Leuding
(Consumer Credit
and Protection
'Act)

\ Fair Credit Re-
porting Act, 1972

LAWS

tothe four Consumer Credit Rights)

Consumer Credit Right-To safety--

Fair.Credit Billing
Act, 1975

Equal Credit Op-
portunity Act

Other

V

- Activity 3 (c)

r

,yoU may cancel the
1-If you agree that will serve

as security
wtiting; within three bUsi-

ness days following the agreement. -.

1 -Lost credit card liability is,litited to

their credit2- Credit',

customers may. have

$50 /card.

report withheld from anyone
right to the information, and adverse ins
formation may not be reported after 7 years.

17You are:protected by leis from harasaMent

while any dispute is underway.

1-You are you canassured by law that have
your individual credit history, regardless
of your marital status,. which can tq, sepa-

rate from your spouse's(if any),

1-Unsolicited Credit Card Act-Persons re- j

ceiving unsolicited credit cards will not
be held liable ior illegal use of,,them.

2,-FTC Ruling-Both lepder and seller are respon-
sible for customer satisfaction.
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Laws-,

A

FOUR MAJOR CREDIT RELATED LAWS

,(As each relates to the four Consumer Criait Right El)

Conswier. Credit Right -To be heard and -seek- -redreSS

Truth-In-:1,0011E

,(Consumer Credit
and. Protection
Act)

ti

Fair CredipIte7
Porting Aci,,1972

Fair Credit Billing
Act, 1975

Equal Credit Op-
Portunity Act

Other

\

000,,for1-Buyers may sue up to $1, damages
-plus :att9rney's fees on Er°unda q.false
or incomplete credit informati9n.

2- Complaints are filed with the -Federal Re-
.

afrue Board, -

. .

and have it
:edit file.

comailaintmay submit a 100 wpeormrdazi,enr,

included as part

2- Customer may sue a report ing agency for c'

damages,

3-Report violations to FTC.

1-Credit customers may withhold payment and
file legal claim against issuer of credit
-c -card if merchandise is defective,

2-File complaints witlr FTC.

1 -If credit applicant
may be.

Acant is discriminatea against,-

to local
comple first to creditor,

authorities or Federalthen
Board

state

services(if

file complaints
FTC Rulings

lleVecustomers
Arlay

merchandise or
ints

arranged the contract).

2 -You must be Informed Of. the
goods.

.

for

seller

sale of. your re-

d.



OTHERSOURCES OF CONSUMER CREDIT REDRESS.

Source

Legal-Aid Society
. .

Consumer Credit Cdunse4ng
Service

Credit Bureau

Better. Business Bureau

- Statopsumer, Pro-
tction Agency

.447p0ople with deWprohlems-

Non-profit debt' and-financial
management counseling

Collect$ information' on consu-
mer is.gridit behavior and

'Other state a encies

Local City or Bounty ,

.Protection Agencies

sellskinformationto
creditors'

Deals wIth'miarepresentaiion
and fraudillent advqrrisihg

Investigates consumer complaints,
deald with disputes,re.
commends legislation, and_
educates consumers to
avoid fraud

,-Enforce usury and.ema.11'loAn
laws

Provide .consumer protectio
inform00cate, and take
Oari in supporting consumer
legOaation and policing
consumer practices at
the local levei.
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WRIP4EVF011.,compuTING To TRUE. ANNUAL;
'TERCENTAGE RAT4:

.1v:

The trueAnnUal Percentage Rate (true annualAntereSc
tel iheitie, real cost of"credit in percentage-terms., !

, . .. .

Detetthiniog ,t4011arSmount (digarente between ths.cash pricer
paid ,and the price) ,' Example 1- If the price of an As0 is" $250.00, and the/store ctaiges you

4 a total amount of $300i00!.tg;ail

t:M,you use credit to pay
the dollar cost of the credit is $50.00.

etermining the true' APR,

$300.00
- 250.00

.,-$51:j700 dollar cost

Example - If yoU4need'to torrow $i00.00,
and you are not going. to paya downr
paymept, your payments ,might be $18.00
per. month cif you.plan.tO repay it' in

One.year's time. The true-APR would'be.
14.82. The folloWing fotmula is 'used
fOr this calculation:

APR = true Annual Percentage Rate
2 = .a.constant

y = nUmbet\cof payments per Year.
F = total 'Pinance charges or dollar.

cost

D 7 ilt'ainourit finanted (Difference
between total amount and down-
payment)

T = Total numbet of payments'

Or"our example, Y 12

.x 12.
$216.00

14 payments per yeeti(imoticethis is also the T)
. $ 18.09

F '116.00 -' - 200.-00
$21 00

vHand.
1716736

Therefore,

D ' $200,00 iinanced
T ' 12 payments

APR 7 -2-(12) (16)

(12+1).

APR 14,80.

384 = 48(Move
2600 .mal two'

pldoes-to
bright)



PROGRESSION OF CONSUMER CREDIT SOURCES
FROM LOWEST TO HIGHEST TRUE APR

- Source

Insurance companies

Savings:& loan associations

Credit unions.

GOmmercial 'banks

ConSumer finance company

:Sales'finance.comPapY

Department stores

Credit cards

Bank overdraft loans.

Pawn brokers

Annual Percentage Rate

5-8%.

7 -8%

.9-12%

10-14%

14-36%

16-24%

18%

df

(
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(I' MULE ":CONTRACT

11

102

Note

Third National Bank of Virginia
Install ent Loan and Disclosure

Note No.-------,
Virgi

NAME OR NAME
0 1

ADDRESS

FOR VALUE RECEIVED: Borrower (jointly and severally if more than one, hereinafter called "Berrov;errhereby

promises tODYt, 8. the Totalotal of Payments set forth below to the order of

("BanIM at any of its offices in the State of Virginia, in-___Inonthly instalments, beginning----...---, each
of said instalments being

tug for S------. except the last fur $----7-----____ ,. All subsf(ILkent instalments shall be,

paid on the same day of each succeeding month until paid in full. If the lut payment is more than twice a regular payment, it

is a gallodn Payment. Bank is not obligated to refinance a Balloon Payment if not paid when due.

Personal InsUrance Is not required and is not provided

unless Borrower signs below and the insurance is issued by.

the insurer. Only the Persons signing below will be Covered,

Credit Life for term of

loan. Premium

SIGNED

SIGNED

0 °Accident and Health

for firm of loan.

0 Accident Death and

Dismemberment for

months

SIGNED

DATE

DATA,

1
Premium $

Premium

1, Net Loan Proceeds. .... ...... ...
2. Charges Related to Loan

. Personal Insurance.
.

property Insurance
. ....

'ling Costs .. ... ....
Other......... ....

3: Amount Financed (1 + 2). .........
4. 'FINANCE CHARGE

$

Total of Payments (3 4), ...........
6. ANNUAL. PERCENTAGE RATE .....

$ .

LATE CHARGES AN ) ACCELERATION: In event of non

or more, a late charge of up to 5% of the amount of each it payment maybe

nayment of any instalment when,due continuing

event the Bank, at ',ds

frir 10 days

option, may declare the entire indebtedness due an payable, bit the balance owing shall be computed as if the

-e imPosed. Further, in
such

Burrower had

made a voluntary Prepayment and obtained an interest rebate as set forth b'elow, and thereafter such accelerated balance shall

bear interest at the Annual Fereentage Rate shown above.



'' SAMPLE CONTRACT (C NTIWED)

PREPAYMENT: Except as stated below, ip event of prepaymeit, Borrower will .receive a rebate of the anhount of the

, .

.unearned interest portion of the Finance Charge, computed under the-Rule of 78's. Notwithstanding the preceding sentence, if

the Bank has, not earned a minimum of $25,00 in. Fillip Ch rge at the time of prepayment then the Bank shall withhold from .

1 .

the rebate otherwise payable in amount equal to the exfent su nimum was.not earned. Further, in theevent of payrnent

from proceeds of credit life insurance, there will be ro'rettate to /ower:, .

SECURI : Borrower, inyguarantor, surety, inlioiset or other party hereto (hereinafter collectively referred to as "Part} ")

agree that Bak shall have the right to offset the amount owed by a Party hereunder to theiglderhereof against any account,

checking, savings or otherwise, which a Party may have with the holder. Further, this,loa 1 0 is 0 is not secure4,' If

secured, Bank has been granted a security interest in the. property described below ("Collateral"), together with all accessions

thereof and proceeds thereof To create the'security interest, if any, Borrower El hat executed or caused to be executed a

security agreement granting Bank a security interest in the Collateral and/or , E hereby giants-a security interest in, and has

caused; and/or hereafter will cause, the Collateral ffncluding any certificates evidencing: ownership) to be deposited with,
kr.)

ko assigned aclpledged to Bank. The Collateral is describ; as followS (if any):
, . . .

PROPERTY INSURANCE: E is 0 is not required. If required, Borrower may hoose the person through whom
.

any property insurance in connection with this loan is obtained. Such' insurance 0is is not obtainable through the

Bank. If obtained through thetank, the cost will be S for the following `c verage and term:

DEFAULT: Upon default as set fortlftin the reverse side hereof, Bank4nay, at its option, w thout notice or demand, declare

all obligations.evidencedlereby immediately due and payable, together with an attorney's fee o 20% of the amount then owing

and unpaid by Borrower, if services ofan attorney are employed to eff cf collection, and other expen es of collection and enforcement.

REFERENCE IS MADE.SPECIFICALLY TO THE PROVISIONS APPEARING 011iTE REVERSE SIDE HEREOF,

ALL OF WHICH ARE EXPRESSLY MADE PARTS, TERMS AND CONDITIONSHEREOP,

Borrower hereby aeknOwledges that he has received a Eompletely filled-in copy of this Note pnor to consummation of this loan.

WITNESS the following signatures and seals as of the date first above written.

923.83-76

(SEAL)

(S:AL)



.
7For .fhrther informa

Financial Management Pr
ion about the Title I
ect; Please'contact:

7:,
Consumer EdUcation.

Dr. Glen, Mitchell, Project Diectdr.
202 Wallace Annex_

-Virginia Polytechnic Instiiuep'and StatejJnivetsity
Blacksburg, VA 24061

.

Other materials in4prodncon fdr-this project in

COngUnler"

Pamphlets:

"Fraud and the

.How.to,Buy:a-Used Car"

, -
"!Contracts and the Consumer"

"Wartantiesax.id the Consumer"

"Credit and the Consumer"

EducatiOnal Modules:

"Avoiding Consumer Frauds and MisrePresental'Ion ".
- '

"Making and Using a Financial Plan"

-g:

s-

and,

Manual:

"A Financial Counseling Marival"


