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Teacher Resource 7.1
Answer Key: Alternative Types of Financial Services Companies 

__A__ Person-to-person lending
__C__ Check-cashing outlet
__D__ Payday lender
__H__ Money-order company
__G__ Prepaid card
__E__ Pawnshop
__F__ Rent-to-own shop
__B__ Auto title lender

A. The name given to a certain type of lending and borrowing that occurs directly between individuals without the participation of a traditional financial institution.
B. A short-term loan that is offered by a lender and is secured by a borrower’s vehicle.
C. A company that cashes checks, including payroll, personal, and government checks, for a fee.
D. A company that offers small cash advances that are intended to cover a borrower’s expenses until the next payday.
E. An outlet that provides customers with relatively small, short-term loans based on some type of collateral.
F. A type of business that provides consumer goods through installment payments.
G. Somewhat similar to a debit card in that in order to make purchases there needs to be enough money in the account that is attached to the card.
H. Offers a product similar to a check; however, the customer must prepay the funds in the amount shown on the document.


Teacher Resource 7.2
Role-Play Scenarios: Alternative Types of Financial Services Companies
Prepare for the activity by cutting out each different scenario and handing one to each group. Explain to students that they must incorporate these elements into their role play. Each student must have a role.
Person-to-Person Lending
Student #1: You are seeking to borrow $1,500 for a down payment on a used Honda Civic. You have just received a new job delivering breakfast items to companies around the area and are in need of a reliable car. You are willing to pay up to 7% interest on the loan.
Student #2: You have been interested in the idea of person-to-person lending and are looking to lend up to $1,500 to someone in need. You are hoping to earn about 8% interest on your loan.
Student #3: You are employed with a company that facilitates person-to-person lending. You have a customer with good credit (Student #1) who wants to borrow $1,500 and you have a person who wants to lend $1,500. You are calling both parties today to try and set up an agreement.
Setting: All involved parties are at home and everyone is communicating on the phone.
Complications: Interest rates don’t match up between the borrower and the lender. Is anyone willing to compromise?
Pawnshop
Student #1: You are in need of some quick cash. You decide that the only way you are going to get the money you need is to try and pawn your iPod at the local pawnshop. You have never pawned anything before and are feeling a bit uneasy about it. 
Student #2: You have used the services of a pawnshop many times to get some quick cash. You are trying to convince a friend to pawn his iPod.
Student #3: You are a pawnbroker. Two young teens enter your store and want to pawn their iPod. Something doesn’t feel quite right with the situation.
Setting: Local pawnshop
Complications: The pawnbroker can tell that one teen is very uneasy about the idea of pawning his iPod for cash while the other teen is pressuring the teen to do it. 


Auto Title Lender
Student #1: You have just been laid off from your job and need to take out a quick loan. You decide to use your car as collateral and visit an auto title lender. You have heard of the high interest rates that these lenders charge (this particular lender is charging 32% interest on a 30-day loan!), but you figure that just this once will be okay.
Student #2: You work as an auto title lender and are willing to loan $800 to Student #1 using the title of the car as collateral. Student #1 will have to pay back the loan within 30 days, and at that time the car title will be returned.
Student #3: You are married to Student #1 and decide to go with your spouse to the auto title lender. Money is tight right now and you need some extra cash to get back on your feet. You both decide that if you can just buy some time and borrow a bit of money, you will have no problem paying it back next month.
Setting: Auto title company
Complications: There is a hidden $150 fee. In order to secure your loan for $800, you need to pay $150 to be a part of the auto club membership.
Payday Lender
Student #1: You’re getting paid in one week; however, the electric company has threatened to turn off your power if you don’t pay within the next three days. You decide to get an advance on your paycheck through a payday lender. You need about $150 to pay your bill.
Student #2: You work at the paycheck advance company.
Student #3: You are the manager of the paycheck advance company. You strictly adhere to all company rules.
Setting: Paycheck advance company
Complications: The borrower was in the store last week and has already taken out a payday loan of $100. She is late on her first loan payment and now she wants to get another advance.
Money Orders
Student #1: Convenience store clerk who will sell the money order.
Student #2: You have just moved here from Mexico and have not opened a bank account. You are looking to purchase a money order so that you can pay the rent for the first month.
Student #3: You are about to rent your home to a nice family from Mexico. They have not yet opened a bank account and so they are unable to pay you for the first month’s rent. You suggest that they get a money order.
Setting: Local convenience store
Complications: None



Rent-to-Own Shop
Student #1: You and your family have just moved. Your elderly parents are going to be living in your old home and you need some extra furniture in your new home to make your living arrangements more comfortable. You are not sure how long your elderly parents are willing to live in your house and so you just decide to rent some furniture and appliances for the time being. You go to the store; however, you are stunned at the payment plans for leasing the furniture and decide to talk to the manager for some more clarification.
Student #2: You are a sales associate at the local rent-to-own shop.
Student #3: You are the manager at the rent-to-own shop. You try to explain to your customer that this is not predatory lending and that you have a lot of overhead in your shop.
Setting: Rent-to-own shop
Complications: The monthly lease rate on furniture and appliances is outrageous. By the time your lease is up, you will have paid double the cost of the items in the first place.
Prepaid Cards
Student #1: You are 15 years old and want to purchase a new video game online. A credit card is the only accepted form of payment for the item and your parents don’t want you to use their credit card. You are complaining about this to your friend who suggests that you purchase a prepaid card.
Student #2: Your friend really wants to purchase a new video game online and his parents don’t want him to use their credit card for the purchase. You have had this same problem at your house and your parents have issued you a prepaid card to buy the item online. You are now explaining to your friend what a prepaid card is.
Student #3: You are a mother and you don’t really want your son to have access to your credit card number for an online purchase. He explains that he will pay you the $50 for the item, but he just needs to use your credit card. You are also feeling uneasy about your son using the prepaid card because you know that prepaid cards have some hidden costs.
Setting: House. Student #2 needs to persuade Student #1 to use a prepaid card. Student #1 needs to persuade his mother that she needs to purchase a prepaid card for him to use.
Complications: Hidden costs! There is a purchasing fee for the prepaid card and also a monthly fee even if you only use the card one time.
Check-Cashing Outlets
Student #1: You are 16 and don’t have a bank account yet. You have just spent two days helping your neighbor complete some landscaping in her yard. The work was brutal and you can’t wait to get paid. However, your neighbor pays you with a check! You decide to visit the local check-cashing outlet to see if they can cash your check.
Student #2: Your 16-year-old neighbor has just spent two days helping you complete some heavy yard work. You write him a check for $150 dollars for his help.
Student #3: You work at the check-cashing outlet. A young teen comes in and wants to cash his check.
Setting: Check-cashing outlet
Complications: The teen is very surprised at the fee that is charged for just cashing the check.
Teacher Resource 7.3
Assessment Criteria: Role Play
Student Names:______________________________________________________________
Date:_______________________________________________________________________
Using the following criteria, assess whether the students met each one.
	
	
	Met
	Partially Met
	Didn’t Meet

	Correct knowledge of the specific financial services company is evident in the role play.
	
	□
	□
	□

	Evidence of new research is accurately presented in the role play.
	
	□
	□
	□

	The role play accurately and appropriately reflects the given scenario.
	
	□
	□
	□

	The role play is between three and five minutes in length.
	
	□
	□
	□



Additional Comments:
_____________________________________________________________________________
_____________________________________________________________________________
_____________________________________________________________________________
_____________________________________________________________________________
Teacher Resource 7.4
Key Vocabulary: Alternative Types of Financial Services Companies
	Term
	Definition

	auto title lender
	A company that offers small short-term loans secured by the borrower’s vehicle; usually has very high interest rates. The borrower generally keeps possession of the car but turns the title over to the lender as collateral. If the borrower is unable to repay the loan at maturity, the lender will often renew the loan while adding more charges; if the borrower is unable to pay, the lender will repossess the car.

	check casher
	A company that cashes checks, including payroll, personal, and government checks, for a fee. Outlets cash checks for about 5% of the check and have a minimum charge of $5.

	garnishment
	A legal process of debt collection in which a person’s money and/or property is taken for payment of a debt. Typically, a creditor will require a third party to turn over to the creditor a debtor’s money, wages, and/or property. Wage garnishment is the most common type of garnishment. 

	money order
	A note for a certain amount of money issued by a bank or a company specializing in this type of transaction. Money orders are a more trusted form of payment than a personal check because the funds must be prepaid for the amount shown. 

	payday lender
	A company that offers small cash advances that are intended to cover a borrower’s expenses until his or her next payday. Usually the loans are between $100 and $300 and are based on a two-week term. The interest rates typically range between 300% and 800% based on how long it takes the borrower to repay and how many times the note is extended.

	person-to-person lending
	Lending and borrowing that occurs directly between individuals without the participation of a traditional financial institution. 

	prepaid card
	Cards that behave like credit cards but that are prepaid. They are somewhat similar to debit cards in that in order to make purchases there needs to be enough money in the account that is attached to the card. Young adults without credit and individuals who have damaged their credit and are unable to qualify for regular credit cards often use prepaid cards.

	rent-to-own shop
	A business that provides a consumer with goods in exchange for installment payments. A rent-to-own business rents items on the condition that the renter will own the item if the term of rent is finished. Rent-to-own often costs double the amount of a conventional purchase. 
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