FINANCIAL LITERACY WORKSHOP 4

Borrowing Money
1 Facilitator Needed

Estimated Time lhr 55 min

Things to prepare BEFORE THE WORKSHOP

ITEM APPENDIX # Page # Used
Flip Chart 4-1 A-4-1 4-3
Flip Chart 4-2 A-4-1 4-3
Flip Chart 4-3 A-4-1 4-4,4-5,4-6
Flip Chart 4-4 A-4-1 4-4
Handout 4-1 Obtaining a Loan A-4-2 4-3
Novela
Handout 4-2 Frias Family Budget A-4-3 4-5
Handout 4-3 Orozco Family Budget A-4-4 4-5
Handout 4-4 Loan Checklist A-4-5 4-6
Evaluation form Trainer’s Section 4-7
Activity Page | Time Materials
Introduction [ Blank Flip Chart/Markers
¢ Introduction of facilitator, 15 min
participants, icebreaker 4-2 [ ] Flip Chart 4-1 Workshop
e Review Workshop 5 min Objectives
Objectives 20 min
Learning Activity 1: Money [ ] Blank Flip Chart/Markers
Management [ ] Handout 4-1 Novela:
e Read Novela-Obtaining a 4-3 20 min Obtaining a Loan
Loan [] Flip Chart 4-2 Novela Key
e Novela Discussion 5 min Points
25 min
Break 15 min
Learning Activity 2: [ ] Blank Flip Chart/Markers
Borrowing Money Basics 4-4 [ ] Flip Chart 4-3 Questions
e Group Discussion 15min | [] Flip Chart 4-4 Save or
15 min Borrow
Learning Activity 3: [ ] Blank Flip Chart/Markers
Borrowing Money Basics 4-5 [ ] Flip Chart 4-3 Questions
e Group Discussion 15min | [] Handout 4-2 Frias Budget
[ ] Handout 4-3 Orozco
15 min Budget
Learning Activity 4: [ | Blank Flip Chart/Markers
Borrowing Money Basics 4-6 [ ] Handout 4-4 Loan
e Group Discussion 15 min Checklist
15 min
Wrap-up 10 min
e Workshop Evaluation 4-7 10 min | [] Evaluation Form
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Introduction

Time 20 min

Materials: Blank Flip Chart, Flip Chart 4-1, Markers

Reminder: The Trainer’s role is always to educate, not to provide advice.

Introduction of Facilitator and Participants

o Welcome the participants and introduce yourself to the group.

o Ask the participants to introduce themselves and conduct one Icebreaker selected by the
facilitator from the Icebreaker list.

o Tell the group that this session will focus on the basics of borrowing money, and the do’s
and don’ts of obtaining a loan.

Workshop objectives.
o Refer to Flip Chart 4.1 Objectives and review it with participants.

o Hang the Flip Charts so that it is visible to the entire group.
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Learning Activity 1 Novela- Obtaining a Loan
Time 25 min
Materials: Handout 4-1 Obtaining a Loan Novela, Flip Chart 4-2,
Blank Flip Chart, Markers.

« Novela Reading

o Distribute Handout 4-1 Obtaining A Loan Novela.

o Ask for three volunteers to read the roles of each of the characters. You will be the
narrator. Read the Novela as a group.

o During the reading check to see that participants are following along.
« Novela Discussion
o Ask the group: “What did you learn?”

e Be prepared with a blank flip chart and write down all the answers that you
receive.

o Check participants responses against Flip Chart 4-2 Novela Key-points.

e Try to clarify any questions the group may have before this activity is over.

o Ifyou cannot answer a particular question, write it down along with the
contact information for the person who asked the question. Contact them later
with an answer.
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Learning Activity 2: Borrowing Money Basics

Time 15 min
Materials: Flip Chart 4-3 and 4-4.

o Group discussion

o Before starting this activity ask the participants these questions:
Refer to Flip Chart 4-3 Questions.

« Do we really need to borrow money?
« Can we afford to repay?
« Do we know how to apply for a loan?

o In order to answer question number one correctly, they might first consider:
When is it wiser to save rather than borrow?
Refer to Flip Chart 4-4 When to borrow and when to save.

o To reinforce the key points, tell the following story:

o I had a compadre that wanted to go on vacation with his family, but they
didn’t have any money. Someone told him that he could apply for a loan at a
loan company using their car title as collateral. Once he obtained the loan and
returned from vacation he found out that there were lay-offs at his place of
employment. Eventually, he was laid off. He wound up losing his car and
ruining his credit.

« Ask the group: “ Do you think the vacation loan was a good idea?”
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Learning Activity 3: Borrowing Money Basics
Time 15 min
Materials: Handouts 4-2 and 4-3, Flip Chart 4-3, Markers.

Group discussion

Q

Tell the group to think about the second question
Refer to Flip Chart 4-3 Questions.
Can we afford paying back the loan?

Tell them this story:

The Orozco and Frias families wanted to go on vacation. They revised their budget using
the forms they received at the Money Management classes that they took at the
Community Center and present their results.

Distribute handouts 4-2 and 4-3 Budget Sheets.

Once they have both budget forms ask them: Based on their budgets, which family
should apply for the vacation loan?

Promote discussion among them and ask for comments.
« The answer you may get is that the Frias family should apply for a loan.

« The correct answer should be:
o None of these families should apply for a vacation loan. The reason is
you shouldn’t get into debt if you don’t have a necessity. Even though the

Frias Family has the ability to repay the loan they might consider saving
for their vacation instead of borrowing.
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Handout 4-3 BUDGET FORM

OROZCO FAMILY

MY MONTHLY NET INCOME IS...
IF YOU ARE PAID (Select one)

WEEKLY
$ 240 X52+12

s 1040 MONTHLY INCOME
TWICE A MONTH:

$ X2

$ MONTHLY INCOME
EVERY TWO WEEKS:

$ X 26+ 12

$ MONTHLY INCOME

SPOUSE'S MONTHLY NET INCOME
IF YOU ARE PAID (Select one)

WEEKLY:
$ 270 X52+12
$ 117¢ MONTHLY INCOME

TWICE A MONTH:
s X2
$ MONTHLY INCOME

EVERY TWO WEEKS:
$ X26+12
$ MONTHLY INCOME

OTHER INCOME

REGULAR OVERTIME
$ 200

CHILD SUPPORT
$ 300

SSI
$

SECOND JOB
$

TOTAL MONTHLY NET INCOME
$ 2710
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EXPENSES

SAVINGS $
RENT $ S00
ELECTRICITY $ 40
GAS $ 30
WATER $ 30
TELEPHONE/CELLUAR

$ 150
CABLE $ 45
CAR PAYMENT #1 $ 235
CAR PAYMENT #2 $
GAS/MAINTENANCE/BUS

$ 220
CAR INSURANCE $ 80
OTHER INSURANCE  $ 3¢
CREDIT CARD #1 $ 100
CREDIT CARD #2 $ 45
TOTAL OTHER PAYMENTS

$ 45
FOOD/GROCERIES $ S00
EATING OUT s _1oc
CHILD CARE/OR SUPPORT

$
CLOTHING $ 100
MEDICAL/DENTAL  $ 50
LAUNDRY/DRY CLEANING

$ 30
HOUSEHOLD SUPPLIES

$ 150
FUN/ENTERTAINMENT

$ 200

MONTHLY EXPENSES
$ 2680




Handout 4-4

Loan Checklist

] The reason I need a loan is to meet an important need such as auto purchase or
repair, home improvements, or purchasing a major appliance (washer, dryer,
stove)

0 I have reviewed my monthly budget and can afford a payment of $ per
month

] I am not aware of any situation that could prevent me from making my loan
payment each month (anticipated layoff or slowdown etc.)

1 I have reviewed my credit report (or met with a nonprofit consumer credit
counselor). I should be eligible for a loan from a credit union or bank.

OR

1 I have reviewed my credit report (or met with a nonprofit consumer credit
counselor) and understand that I have some credit issues that will limit my credit
options to sub-prime loans where I will be charged higher interest and fees.

[0 IfI cannot qualify for a loan from a bank or credit union at prime interest rates, I
will seek help from a nonprofit organization to be sure that I do not get a loan
from a predatory lender that might include large fees and unfavorable clauses.

[] Iknow the difference between secured and unsecured loans. If secured, I know
that I will be required to put up collateral for this loan, and am comfortable with
that.

] I have compared the interest and fees charged by two or three lenders and have
selected the most favorable to me.

] Iunderstand the loan documents or I have had someone that I trust who is
knowledgeable about financial matters read the loan documents before I sign
them. (To protect consumer from entering into contracts with clauses that could
harm them).

1 I will ask whether or not there is a prepayment penalty clause in this loan.

[0 I know what is included in my monthly payment.

] If my home is collateral for the loan, and if required by the lender, I understand
that I must keep the property insurance and taxes current.
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