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Borrowing Toolkit 
 
 
Pathfinders is a 501(c)(3) non-profit organization that assists families on their way to economic self-sufficiency. As 
a partner in The United Way of Tarrant County’s Financial Stability Initiative, Pathfinders provides financial 
coaching to families and individuals who want to improve their financial outlook and pathway to self-sufficiency. 

 
Financial coaching goes beyond financial education to focus on individual financial practices that will lead to 
financial stability. This is your opportunity to work with a trained financial coach to identify changes you can make 
to attain your goals. 

 

Benefits of Borrowing 

• Responsible borrowing allows you to afford things that are important while protecting you 

against owing more than you can afford to repay  

• Short-term credit can help you gain access to longer-term credit like buying a house, car or 

paying for education 

• Responsible borrowing allows you to build a stronger credit history 

 

Costs of Borrowing 

• Make your borrowing fit your budget by understanding the terms and costs of a line of credit 

account 

 What’s the cost of your credit account? 

 What fees may apply? 

 How are interest rates set? 

 Is collateral required? 

 When will the loan be paid off? 

• Repay loans as soon as your budget allows, to lower your cost of borrowing. Low monthly 

payments could mean higher borrowing costs. Remember that I=P x R x T. Costs of borrowing 

depend on three things: amount borrowed, interest rate and time it takes to repay. 

 Regardless of grace period (time the lender gives you to make your payment, without 

having to pay interest on the balance) make your payment before the due date to avoid 

late fees and potential decline in credit score. If not paid on time, it will not be paid off at 

scheduled term, which means more interest paid. 
 

Re-Payment Methods 

• Installment Loans 

 You pay back in scheduled payments over a specified period of time 

 Each payment includes a predetermined portion of the principal plus the interest due 

 You apply for the amount of money you need and if approved you receive the full 

amount at one time, when the final payment is made the loan is considered repaid 

 If you need to borrow more, you may need to complete another application 

 Simple interest is typically associated with installment loans 

• Revolving Loans 

 Also called a line of credit 



 Lender establishes a maximum amount you can borrow, called a credit limit 

 You don’t have to borrow the full amount, you can borrow amounts as you need to, up to 

the limit 

 Payments are due based on the amount you borrow, not your limit 

 Compound interest is typically associated with revolving credit 

 Credit cards are a form of revolving credit where payments can be either in full or in 

monthly installments   

 Charge cards, however, allow you to make purchases but you must pay the full amount 

you owe each billing period 

 

Interest and Fees 

• Interest is the percentage rate that is multiplied by the unpaid loan balance to calculate the 

amount, in dollars, that you pay as one of the costs of borrowing 

• Fixed Interest Rate - The interest rate remains the same over the life of the loan 

• Variable Interest Rate 

 The interest rate can vary at certain points within the term of the loan 

 Monthly payments can change 

 Interest rates rise and fall which means that payments can get lower at some points in 

time, but also get higher 

• Possible Fees 

 Application fees 

 Annual fees 

 Maintenance fees 

 Payment Processing fees 

 Over-limit fees 

 Returned Check fees 

 Late Payment fees 

 Balance Transfer fees 

 Cash Advance fees 

• Annual Percentage Rate (APR) 

 The percentage of the loan principal that represents the total cost of borrowing for one 

year. 

 APR includes interest and certain fees 

 A loan’s APR may be higher than its interest rate 

 Beware of bundling additional costs into a loan when comparing loans, look at both 

APR and interest rate 

Collateral 

• Secured Loan 

 The lender requires you to provide something of value as collateral to back up your 

promise to repay. 

 If you default, or fail to pay, the lender can take the collateral and use its value to offset 

what you owe 

 Car loans and home equity loans are examples of secured loans where the car or home is 

the collateral 

 Secured loans often have lower interest rates than unsecured loans 

• Unsecured Loan 

 Do not require collateral 

 Lenders charge a higher interest rate because they are taking a greater risk of losing 

money if you default 
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 Student loans and credit cards are examples of unsecured loans 

 

 

Qualifying to Borrow 

• What lenders want 

 Lenders evaluate a borrower’s potential through a process called “underwriting” 

 Lenders grant loans and charge rates based on three specific areas 

▪ Credit (Character) 

• Your history of repaying previous loans 

• Your credit score 

• Your credit report 

▪ Capacity 

• Are you able to take on and pay additional debt, including the loan you are 

applying for? 

• Current income and employment 

• Debt to income ratio 

▪ Capital 

• Value of your assets and your net worth 

• Balances of checking, savings and investment accounts 

▪ Collateral 

• Anything of value that may be used to secure the loan 

• Credit Risk 

 A borrower’s potential for nonpayment 

 Lenders tend to offer loans with higher interest rates or may not approve loans at all 

 A borrower may be considered a high credit risk because of: 

▪ Lower credit score due to, among many things, paying bills late, having too much 

debt, previous bankruptcies, etc. 

▪ Not enough income to support the loan being requested in addition to current 

debts and expenses 

▪ Insufficient length of employment, or employment in an unstable industry 

▪ Not enough collateral to provide as security against the loan 

 

 

 

 



DIRECTIONS   Any debt you have that is not a 
routine monthly expense should go on this sheet. 
Include on the last line how much you pay for housing 
(rent or mortgage payment.) For example, your 
electric bill should not go on this sheet unless you 
are behind on your payments and owe the electric 
company for several months of service. Any credit 
card that you have a balance on and cannot pay in 
full this month should be recorded on this sheet. List 
accounts involving suspected identity theft in red ink.

COACH / CUSTOMER NOTES 

 

 

CREDITOR ACCOUNT #
CREDIT LIMIT 
ON CARD

AMOUNT 
OWED

MINIMUM 
PAYMENT  DUE

DATE OF 
MONTH DUE

INTEREST  
RATE (%)

AMOUNT I’M 
GOING TO PAY 
THIS MONTH

RENT

TOTAL DEBT

TOTAL 
MINIMUM 
PAYMENTS  
DUE

TOTAL 
PAYMENTS 
I’M GOING TO 
MAKE THIS 
MONTH

Add the figures in 
the column above 
and total below.

Add the figures in 
the column above 
and total below.

Add the figures in 
the column above 
and total below.

$ $$

Debt Organization

DEBT
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Name of Creditor Balance $
Minimum Monthly 

Payment $ Interest Rate %
New Monthly 
Payment    $ Payoff Date

Debt Eliminator
List all your credit card debt, payday and title loans, bank loans, etc. from the highest interest rate to lowest OR from the smallest debt to 
the largest debt. Enter the name of creditor owed, current balance, minimum payment and interest rate. Calculate the payoff date by using 
a debt payoff calculator; (https://www.ussfcu.org/calculators or bankrate.com/calculators). Pay the minimum payment on all your debt 
except for the one you want to knock out first. Every time you pay a debt off, you add its monthly  payment to your next debt payment. 















How to Calculate Payday Loans Annual Percentage Rate (APR) 
 

First there are 3 Things You Need to Know to Calculate the true APR of a Payday Loan: 

1. Amount Financed - the  amount  of credit the borrower will receive  

2. Finance Charge - the dollar amount the credit will cost 

3. Term of the Loan - the term of the loan (repayment period) 

Here’s an example of a payday loan cost calculation: 

Let’s assume that you are taking out a payday loan in the amount of $300. You will have a repayment period 
of 14 days. Your contract indicates that the lender will charge you $50 in additional fees and interest. This is 
how you would calculate the annual cost of your loan. 

 

 

Case Scenario 1:  Mr. and Mrs. Smith had one vehicle they used for all their transportation needs.  
They lived in an area of the city with no public transportation.  Their car broke down and needed 
repairs at a cost of $350.  They did not have sufficient emergency funds or a credit card to take care of 
the repairs and did not want to borrow money from family and friends.  Mr. and Mrs. Smith went to 
ABC Lending and obtained a $350 loan to be paid back in 14 days.  If the Finance Charge is $50.00 and 
the term of the Loan is 14 days, what is the APR of this payday loan? 

 

APR of a Payday Loan Calculation 

Step 1:  Total Finance Charge ÷ Amount Borrowed _______ ÷ _______ = ____________ 

Step 2:  Answer from Step 1 x Number of Days in the Year _____________ x _____ = ________ 

Step 3:  Answer from Step 2 ÷ Term of the Loan ____________ ÷ ______ = ________  

Step 4: Move the decimal point to the right 2 places and 
add a percent sign 

_____________ becomes _______%  
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Case Scenario 2:  Mr. and Mrs. Smith check with 123 Lending to see if they can get a better rate. The 
Lender tells them that the finance charge is $20 or 20% per $100. They have to repay the loan in 14 
days.  What is the APR of this payday loan? 

 

APR of a Payday Loan Calculation per $100 

Step 1:  Amount Borrowed ÷ Cost per $100 _________ ÷ $100  = ____________ 

Step 2:  Answer from Step 1  x  Finance Charge ($20)             _________ x $20  = _______     

Step 3   Finance Charge  ÷  Amount Borrowed _______ ÷ _______ = ____________  

Step 4:  Answer from Step 3 x Number of Days in a Year __________ x 365  =   ___________ 
Step 5:  Answer from Step 4 ÷ term of the loan ____________ ÷ 14  = ___________                     

Step 6:  Move the decimal point to the right 2 places  ____________ becomes ________%     

         

Comparison of High Interest Loans 

Examples below are for a $300 Loan for 1 month 

Type of Credit Terms Finance Charge Total Paid APR 

 

Credit Card    
Cash Advance 

25% APR  + 4% fee, 
$5 minimum fee 

and no grace 
period 

$300 x 25% = $75 ÷ 
365 = .2055 x 30 = 

$6.16 
$300 x 4% = $12.00 

$6.16 + $12 = $18.16 

$300 + $18.16 = 
$318.16 

4% x 365 = 14.60 ÷ 
30 = .4866 or 

48.66% + 25% = 
73.66% APR 

Bank Loan 30% APR $300 x 30% = $90   
$90 ÷ 12 = $7.50 

$300 + $7.50 = 
$307.50 

30% 

Payday Loan $10 fee per $100 or 
10%                    

Term: 14 days 
Refinance 1 time 

$300 x 10% = $30   
$30 x 2 = $60             

$300 + $60 = 
$360 

$60 ÷ $300 = 0.2 ÷ 
14 =  .0143 x 365 = 

5.21 or 521% 

 

Formula for the cost of borrowing       I = P x R x T 

I = Interest owed 

P = principal or amount of money deposited 

R = annual interest rate  

T = time in years 

 


	1 Borrowing Toolkit
	2 Debt Organization
	3 Debt Eliminator
	Sheet1

	4 Making the Minimum Payment_Comparing the Cost of Credit
	5 Credit Activity Worksheet
	6 Alternatives to Payday Loans
	7 Payday Loan APRs
	9 How to Calculate Payday Loans APR
	How to Calculate Payday Loans Annual Percentage Rate (APR)


