Personal Finance Workshop
BlueCross BlueShield of TN and Chambliss Bahner & Stophel

Time: 65 minutes

Preparing to teach: 
Make copies of the Group Handouts.
Prepare White Board / Easel:
· Definition of Credit
· Credit Terms Defined

Review (10 minutes) 

1. Introduce attorneys:  

2. The Definition of Credit:
· A contractual agreement in which:
a. a borrower receives something now and 
b. agrees to repay the lender at some later date. 
· OR 
a. Get Something Now and Agree to Pay Later

3. Review Terms of Credit Card Agreement?
· Annual Percentage Rate (APR).  The cost per year, as a percentage.
· Grace Period.  The date to repay without getting charged any finance charge. 
· Penalty Rate. A higher rate charged after a late payment. 
· Introductory Rate. A low rate that only applies for a short period of time.  
· Late Payment Fee.  A fee you pay, if your payment is late.

Personal Finance / Credit (10 minutes) 

4. Briefly Review the Parent and Teenager Credit Scenario 
· Teenager wants to go to a movie with friends but does not have the money now
· Parent agrees to lend the teenager the money today IF the Teenager agrees to pay it back
· Parent offers the child a variety of terms
a. Grace Period
b. Cost
c. Late Penalty

5. Introduce the concept of a “modification” – what to do if the teenager just can’t pay.  For example, say the teenager got sick and couldn’t get to work for a week and doesn’t have the money to repay right now.  Allow the students to offer solutions 
· The teenager agreed to repayment terms, but some serious, unexpected event makes complying with the terms impossible?  

6. Try to negotiate a modification given the circumstances.  
· What to do?  The teenager should ask for a modification.
· What could student offer?
· What would Mom accept?
· What could Mom offer?
· What would student accept?

Introduce The Negotiations (5 Minutes)

7. Part of being a lawyer is negotiating a contract.  In this case you will be negotiating a “modification” of the credit card contract the consumer already agreed to pay.  We’ll divide you into groups, and each group should read the fact pattern and consider the terms your client will need in any Modification.  

8. Put students in pairs.  Assign half of the pairs to represent a Bank as its attorney and the other half to represent a consumer as their attorney.

· The consumer attorney groups represent consumers who cannot pay their credit card minimum amounts.  The consumer attorney group should first identify their client’s needs, to negotiate the best compromise for the consumer.

· The bank attorney group should first identify the bank’s needs, to negotiate the best compromise for the Bank.

9. Explain the negotiation process: First, complete the initial offer.  Then, trade your offer, with the offer from the other side. Review the offer from the other side.  Last, see if there is a difference in the offer, and try to negotiate final terms.  

Student Negotiations (30 Minutes) 

10. Once the students are in their pairs, give ½ the consumer groups Handout 1 and assign them to represent Jordan.  Give the other ½ the consumer groups Handout 2 and assign them to represent Alex.  Give ½ the bank groups Handout 3 and assign them to represent Jordan’s bank.  Give the other ½ the consumer groups Handout 4 and assign them to represent Alex’s bank.  Make sure that you have an even number of each consumer & their bank groups, as they will need to negotiate with each other.  

11. Tell students to begin working in their pairs to identify their clients’ needs and draft an initial offer.  Allow 10 minutes. 

12. Put each Jordan pair with a Jordan’s bank pair and each Alex pair with an Alex’s bank pair and have them switch initial offers. 

13. Allow the pairs to spend 10 minutes reviewing and discussing the other side’s offer. 

14. Bring the pairs back together and give them 10 minutes to negotiate and draft final terms. 

Review and Discuss (5 Minutes) – The Offers and Negotiation 

15. Bring the whole group back together and have each negotiating team of 4 explain:  
· Did you settle on final terms? 
· Were the students surprised when they received the first offer from the other side?

16. Discuss the negotiations.

Handout 1

Jordan

You are the lawyer for Jordan, a consumer who wanted to pay her credit card bill on time in order to improve her credit report.  

Your Secret Facts.  

After getting her credit card, she was at the mall and saw an amazing TV and bought it with her credit card for $1,000.  Then, one month later she lost her job and has not been able to find a new job.  Since she lost her job, she doesn’t have enough money to pay her bills, including her credit card bill.  She is 2 months behind on her credit card bill, and at a rate of 5% per month, she now owes $1, 010, plus two late charges of $25 each month.  So the total she owes is $1,060.

Jordan’s friend offered to buy Jordan’s TV for $1,000.  Jordan has no money, and needs gas money to drive to a new potential job interview.  If Jordan gets the job, she would begin working at the end of the week, but would not get paid until 2 weeks later.  So, even if she gets a new job, she won’t get paid until she is 3 months late on her credit card.  Also, the job will not pay as much as her old job.  Jordan would like to keep her credit card account open, so that once she has a new job, she can re-build her credit report.

Discuss how possible modifications would help Jordan?

· Jordan agreed to pay $1,060 for the TV.  Can she afford to pay the full amount immediately, if she sells the TV to her friend?
· Jordan agreed to pay each month.  Would more time help Jordan?  How much more time?

Complete the offer to the Bank on the next page.


Jordan’s Modification Offer to the Bank

Our client, Jordan, cannot currently repay under the terms of her credit card agreement because:  

_____________________________________________________________________________.  

We understand she owes the bank $1,060.00, including $1,000.00 for a television she purchased, and we are requesting a modification of terms.

Jordan is willing to immediately pay the bank $ __________________.

If Jordan obtains new employment this week, she is willing to make a payment at the end of this month of $_________________.

Jordan will then pay at least $ _______________ each month afterwards as her minimum payment.  

Jordan also offers: ___________________________________________________________

Please contact us immediately to discuss.

Sincerely, 


Jordan’s Attorney


Handout 2
Alex

You are the lawyer for Alex, who wanted to pay his credit card bill on time, but found out his employer won’t pay him when he expected.  

Your Secret Facts.

Alex received his credit card on Monday October 5th.  On Tuesday his great grandmother passed away in Miami, Florida.  To get to the funeral, he had to purchase a $1,500 round trip flight from Chattanooga to Miami. To stay at a hotel he reserved his 2 night hotel visit on his credit card, costing $500 total.  The total amount charged to his credit card for the flights and hotel visit is $2,000.  

He thought his boss would give him a $3,000 bonus before the due date on his credit card bill.  Upon his return from Miami, his boss informed him that his bonus would be delayed two months.  He’ll have enough money to pay his normal expenses (rent, car, gasoline, and food), but will only have $100 left each month to pay his credit card bill.  Alex is not late yet on a payment, but knows paying the full monthly bill will be difficult until January.  Alex’s credit card rate is 1% per month, but his late fee is $100 per late payment.  He would prefer to keep his credit card open.  He would also like to minimize his late fees, if possible.  He knows that once the bonus arrives in January, he will have plenty of money to pay the credit card bill.

Alex called the bank, and left a message for the Bank President, saying he may not be able to make his payment this month.  

Discuss how possible modifications would help?

· Alex agreed to pay $2000 for the trip.  Can he afford to pay the full amount immediately?
· Alex agreed to pay each month.  Would more time help?  How much more time?
· Would he be able to pay the late fees in January?

Complete the offer to the Bank on the next page.





Alex’s Modification Offer to the Bank

Our client, Alex, is concerned that he cannot currently repay under the terms of his credit card agreement because:  

_____________________________________________________________________________.  

We understand he owes the bank $_______________, for ______________________________.  

Alex spent this money because ______________________________________________________________________________

Alex is willing to immediately pay the bank $ __________________.

Alex is willing to make a payment at the end of November and December of $_______________.

Alex will then pay $ _______________ in January.

Alex  also offers: ___________________________________________________________

Please contact us immediately to discuss.

Sincerely, 


 Alex’s Attorney


Handout 3
Jordan’s Bank

You are the lawyer for the bank that gave Jordan her credit card.  She is 2 months behind on her credit card bill, and at a rate of 5% per month, she now owes $1, 010, plus two late charges of $25 each month.  So the total she owes is $1,060.  

Your Secret Facts:  

No one is answering the phone when the Bank calls, so the Bank President doesn’t know why Jordan won’t pay as she agreed to pay.  The Bank hired you to negotiate with Jordan’s attorney, to get Jordan to repay as much as possible.  

The Bank President wants to be repaid, but will sometimes help people who are in trouble and cannot repay as agreed.  The Bank president doesn’t mind giving extra time to pay, but wants Jordan to repay the full amount. If Jordan cannot repay the full amount, the Bank president will:

1. Close Jordan’s credit card account
2. Not ever offer Jordan another credit card from the Bank
3. Report the non-payment on the credit report (making it hard for Jordan to ever get another credit card).


Complete the offer to the Bank on the next page.


Bank’s Modification Offer to Jordan

Our client is the Bank who recently provided a credit card to Jordan.  

Jordan owes the Bank $1, 000.00 for a television she purchased.  She owes finance charges totaling $10 and late fees totaling $50, for a total of: 
$________________.

The Bank demands immediate payment of $ __________________.

By the end of this month the Bank demands payment of $_________________, followed by payments of at least $ _______________ each month afterwards as her minimum payment.  

If Jordan cannot pay the full amount, then the Bank will: 

1. ________________________________________________________

2. ________________________________________________________

3. ________________________________________________________

Please contact us immediately to discuss.

Sincerely, 


 Bank Attorney


Handout 4
 Alex’s Bank

You are the attorney for Alex’s bank.  The bank received a voice message saying Alex may not be able to make his full payment this month.  Alex’s account statement shows that he purchased a $1,500 round trip flight from Chattanooga to Miami. To stay at a hotel he reserved his 2 night hotel visit on his credit card, costing $500 total.  The total amount charged to his credit card for the flights and hotel visit is $2,000.  

The bank president thinks that people should pay their credit card bills, and should pay them on time.  He doesn’t want to give customer’s extra time and he doesn’t like to take less money than the consumer agreed to pay.  He is willing to allow late payments, but only in exchange for extra fees of $100 per late payment.  

If the customer used credit for luxury items (vacations, TV’s, expensive clothes) the bank president will not approve any agreement to pay later or to pay less than is owed.  To him, this trip to Miami sure looks like a luxury vacation, and if that is true, he does not want to waive the late fees that Alex will incur.   If Alex is unwilling to pay late fees for the late payments then the Bank President will

1. Close the credit card account
2. Not ever offer another credit card from the Bank to Alex
3. Report the non-payment on the credit report (making it hard for Alex to ever get another credit card).


Complete the offer to the Bank on the next page.




Bank’s Offer to Alex

Our client is the Bank who recently provided a credit card to Alex.  

Alex owes us for a $2, 000.00 for the recent trip to Miami.  His finance charge at the end of the month will cost $10.  If he is late this month, the late fee will be $ ___________________________________________.  

By the end of this month the Bank demands Alex make his minimum payment of $_________________.

If Alex is unwilling to pay late fees, then the Bank will: 

1. ________________________________________________________

2. ________________________________________________________

3. ________________________________________________________

Please contact us immediately to discuss.

Sincerely, 


 Bank Attorney


Final Modification Agreement Between Bank and Consumer

Due to unforeseen hardships, Consumer is unable to pay Bank as originally scheduled.  The parties agree to modify the terms of the credit card agreement as follows:

1. Consumer Agrees to pay $_______________ immediately.

2. Consumer Agrees to pay $_______________ each month afterwards until ____________.

3. Consumer will pay $___________ in total for late fees.

4. Additional Terms: ________________________________________________________

5. The Credit Card Account will remain open | close. (circle one choice)


Signatures:


_______________________________ Attorney for Consumer

_______________________________ Attorney for Bank
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