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Money Smart Module #3: Check It Out

Introduction
The AFI Resource Center has developed a series of training toolkits to supplement the FDIC’s Money Smart curriculum.  They provide additional lessons on key asset building topics and are designed for use with participants in Individual Development Account (IDA) programs.  The tools in this document supplement FDIC’s Module #3: Check it Out, which is designed to help participants learn about credit reports, credit histories, and ways to improve credit scores.  The AFI toolkit before you includes: 

· An overview of how this Money Smart Module #3 is organized.  

· AFI Training Tools that can be used to teach the Money Smart curriculum to different Target Audiences. (e.g., people without formal banking relationships, people with existing banking relationships, young people).

To get the most benefit from this Toolkit: 

· Order a complimentary copy of the FDIC Money Smart Curriculum and become familiar with its contents.  

· See the key terms and definitions used in the AFI Training Toolkits.  
· Access the Training Techniques and Terminology used in the AFI Training Toolkits. 
Overview of Money Smart Module #3: Check It Out
Objectives 

By the end of the module participants should be able to:

· State the benefits of using a checking account.
· Determine which checking account is best for them.
· Identify the steps involved in opening a checking account.
· Add and withdraw money from a checking account.
· Reconcile a check register with a bank statement.
The delivery time for the module is approximately two hours. The module may be presented as a two-hour session with one or two breaks during the class, or as two separate one-hour sessions.
Much of the material in the module is presented by a facilitator or trainer via lectures.  There also are large group and small group discussions and exercises that give participants a chance to practice what they have learned.  

The audience for this module is participants who are not currently using a checking account at a bank and who are good candidates for a checking account.  

AFI project staff will need to determine at the beginning of the session if they have participants who are already using a checking account or if they have participants who are not good candidates for a checking account.  When session participants already use bank services, project staff should be sure to modify the presentation accordingly.

For participants who may not be good candidates for checking accounts, AFI project staff will need to help them identify methods of money management that use cash and money order payment methods.  Cash and money order payment systems also require keeping a record of payments using receipts.

Step-by-Step Overview of the Module 
Check It Out begins by soliciting participant expectations on chart paper during introductions and providing an overview of the module objectives. At this time, participants also complete the “Before-the-Training” column of the “What do You Know?” form in the participant guide.

The facilitator then leads a discussion about participants’ associations with the word “checking account” and about participant’s experiences with checking accounts, recording participants’ responses and ideas on chart paper. 

The discussion then transitions to the four key benefits of checking accounts—convenience, cost, better money management, and safety—including an example of the relative cost of using a check cashing service compared to a checking account.

The module continues with a presentation on finding the right checking account.  Participants are referred to the “Determining Your Checking Account Needs Worksheet” in the participant guide.  The facilitator walks them through the questions in the worksheet and then talks about the different types of checking account fees, including:

· Monthly service fee.
· Minimum balance fee.
· ATM user fee.
· Overdraft fee.
· Stop-payment fee.
The facilitator then engages participants in a discussion of reasons why a checking account might not be right for them, using chart paper to record participants’ responses. The section concludes with an exercise in which participants have to (1) read a “real life” scenario and determine whether the person in the scenario should get a checking account and (2) read and answer a series of questions about bank fees.  

The next section of the module compares different types of checking accounts, including: 

· Free/low cost checking.

· Electronic/ATM checking.

· Regular checking.

· Interest checking.

The module then covers how to open a checking account. The facilitator uses the scenario presented on page 9 of the participant guide to go through the process of opening a checking account step-by-step, including:

· Documents needed to open a checking account.

· Account verification.

· Signature card.

· Check register.

The next section of the module discusses using checking accounts, including writing checks and using electronic banking.  The facilitator goes through the three steps needed to write a check: (1) making sure there is enough money in the account; (2) completing the blank spaces in the check; and (3) recording the transaction in the check register.  The facilitator then discusses pre-printed information that should and should not be on the check and how to use the back of the check.  Participants then complete an exercise on writing a check.

The module goes on to discuss three types of electronic banking: 

· Debit card transactions.

· Electronic bill pay.

· ATM transactions.

The next section of the module covers how to add money to a checking account, including examples and exercises on using each of the following methods:

· Cash deposit with a deposit slip.

· Check deposit with a deposit slip.

· ATM deposits. 

· Direct deposit.

The module concludes with a section on how to keep accurate records of checking account activity, including:
· How to reconcile your checking account
· How to report errors, change your address, and close your account
· Bad checks.
· Overdraft protection.
At the end of the module, participants are asked to complete the “After-the-Training” column of the “What do You Know?” form and an evaluation form.

Instructor Aids Included in the Module

Money Smart Module #3: Check It Out includes 14 Instructor Aids.  Each Instructor Aid is explained briefly below.  
· #1, Determining Your Checking Account Needs Worksheet, can be used to help participants think about their own money management needs that can be met through the use of a checking account.  

· #2 is a worksheet that gives the definition of checking account fees.  This worksheet is appropriate for all target audiences.

· #3, Practice Exercise: Choosing the Right Checking Account, is a case study type of exercise that participants work through on their own. 
· #4 is a definition sheet covering the four most common types of checking accounts.

· #5, Choosing a Checking Account Checklist, is a good checklist for participants to use when comparison shopping for financial institutions.  It can be used as an instructional aid during the session or as a take-away tool for participants to use on their own.

· #6, Opening and Maintaining a Checking Account, provides a good basis for how you can facilitate a discussion on what information is needed to select the correct checking account.

· #7 is a sample Check Register.

· #8 shows a completed practice Check Register.  Together Instructor Aids #7 and #8 serve as a springboard to instruction on how to write checks, how to enter deposits and withdrawals into the check register, and how to manage a checking account.

· #9, Writing A Check, provides practice on actual check writing.  This exercise can be used to begin instruction on the nuts and bolts management of a checking account.

· #10, Credit Cards and Debit Cards, compares credit cards and debit cards along three dimensions: interest charges, other potential benefits, and other potential concerns. This information will help lead into a short discussion on using ATM machines and Point of Sale Terminals at stores.  The discussion should emphasize the importance of recording these transactions in the check register. 

· #11, Depositing Cash, provides instruction on how to deposit cash into a checking account and how to account for that transaction.  

· #12, Depositing a Check, provides instruction on how to deposit a check into a checking account.  See Supplemental Material 3.2, Types of Endorsements, for additional instructional materials on endorsing checks.
· #13, Sample Checking Account Statement, provides an example of a bank statement.
· #14, Checking Account Reconciliation Form, launches a discussion on how to reconcile an account and the importance of reconciling an account if you notice a discrepancy between your checking account statement and your check register.

AFI Training Tools for

Money Smart Module #3: Check It Out
The AFI Resource Center has developed the following training tools that supplement the FDIC’s Money Smart Module 3: Check It Out for AFI project staff to use to teach financial education to their IDA participants.

The supplemental activities and exercises also may be used for different target audiences of IDA participants, including people without formal banking relationships, people with existing banking relationships, young people, and new Americans (immigrants, refugees, and asylees). Under each exercise heading, we have indicated for which target audiences the exercise is most appropriate.

For the Check It Out module, the AFI Resource Center has developed the following supplemental training tools:
· 3.1 Terms and Definitions – Provides definitions of basic terms used in the Check It Out module.  Project staff may want to provide these definitions to participants as a handout.  Target audiences: people without formal banking relationships, people with existing banking relationships, young people, new Americans.
· 3.2 Types of Endorsements – Explains methods for endorsing checks and the pros and cons of each method.  Target audiences: people without formal banking relationships, people with existing banking relationships, young people, new Americans.
· 3.3 How to Manage Your Money Safely without a Checking Account – Provides IDA participants who are poor candidates for checking accounts with tools for managing their money using a bank or credit union savings account, money orders, and cash payments, and for keeping careful files to document bills paid.  Target audiences: people without formal banking relationships, people with existing banking relationships, young people, new Americans.  
Feel free to adapt these materials for your IDA participants.  The AFI Resource Center welcomes feedback on the content or quality of these supplemental materials and exercises.  
AFI Supplemental Training Tools

Money Smart Module #3: Check It Out
3.1 Key Terms and Definitions 

Checking Account: An account at a financial institution that allows you to write checks or use a debit card to purchase goods, pay bills, or withdraw money from an automatic teller machine (ATM).  
Debit Card: A plastic card that is tied to your checking account and that allows you to purchase goods, pay bills, or withdraw money from an automatic teller machine (ATM).  The amount of money you withdraw or spend using a debit card is deducted immediately from your checking account.

Check Cashing Store: A storefront business that offers check cashing services for a high fee.  

Check Register: A small booklet the size and shape of your checks that fits into your checkbook folder.  You can use a check register to keep track of the money you put into and take out of your checking account.

ATM (Automatic Teller Machine): A computer terminal that can give you money from your account.  You can also deposit cash or checks into your account at many ATMs.

Checking Account Fees: Common checking account fees include:
· Monthly Service Fee – Also called a maintenance fee.  The bank or credit union might charge you a fee each month just for having the account.  You might also be charged a fee if your balance drops below the required minimum.

· Per Check Fee – Some banks and credit unions charge a fee for each check you write. Depending upon the account, you might pay the fee for each check or only when you write more than a certain number of checks per month.

· Check Printing Fee – You can buy checks from the financial institution where you have your account or from other companies.  If you buy checks from your bank or credit union, the charge for printing the checks is usually automatically deducted from your checking account.  Fancy checks cost more than basic checks.  You can buy more than one box of checks at a time.  Carbon copy checks are an option, but they are usually more expensive. 

· ATM-Use Fee – ATM-use fees are fees charged when you use an ATM.  If you are using an ATM owned by the financial institution where you have an account, you will usually not be charged a fee.  However, you typically will be charged two fees for using an ATM that is owned by a financial institution other than your own – one fee from your own bank or credit union and another fee from the other bank that owns the ATM that you used.

· Overdraft Fee – Also called a non-sufficient funds (NSF) fee.  These fees are expensive and apply when you write a check for an amount that is more than the balance you have in your checking account (often called “bouncing” a check).  The bank or credit union will notify you if a check is returned to the person or company to whom it was issued because you did not have enough funds in your account to cover the check.  Your financial institution will charge a processing fee to your account because of the cost to return the check.  Merchants might also charge a fee if the bounced check was used to purchase goods or services.  The fee charged for bounced checks is usually posted near the cashier.

· Returned Deposit Item – Financial institutions might charge a fee if a check you deposit into your account bounces.

· Stop-Payment Fee – If you lose a check or need to make sure a check is not paid by the financial institution for some other reason you can request a “stop payment.”  There is usually a fee for this service.  This will only work if you request the stop payment before the financial institution has paid the person or company on the check.

· Phone Inquiry Fee – Some financial institutions charge a fee if you call to check your balance or to see if a check or deposit has cleared. 

· Fee for Helping You Balance Your Checkbook – Some financial institutions will help you maintain your checkbook for free.  Others may charge a fee for this service.

· Teller Fee – Some banks and credit unions may charge a fee if you use a teller to make deposits or withdrawals more than a set number of times each month. Banks that charge this fee do so to encourage you to use the ATM and automatic deposit services for your basic banking services.

Types of Checking Accounts: Common types of checking accounts include: 

· Free/Low-Cost Checking

· Electronic/ATM Checking

· Regular Checking

· Interest-Bearing Checking

Signature Card: A form you complete and sign when opening an account.  This is the document that identifies you as the owner of the account.

Check 21 or Substitute Check: A fairly recent law that allows banks and credit unions to use an electronic image of your check and this electronic image has the same standing as the actual check. 

Electronic Bill Pay: A service that automatically takes money from your account each month to pay your bills.

3.2 Types of Endorsement 

[This exercise can be used in tandem with Instructor Aid #12.]
There are three basic types of endorsements: blank endorsements, special endorsements, and restrictive endorsements.  The italicized text below indicates that you should write your signature.
	Blank Endorsement
	
	Special Endorsement
	
	Restrictive

Endorsement

	Ann Lee


	
	Pay to the order of Mike Jones 

Ann Lee


	
	For deposit only

Account Number

Ann Lee




The blank endorsement is the one most frequently used – the one where you just sign your name on the back of the check.  But if you lose a check that has already been endorsed on the back with a blank endorsement you have just lost the same thing as cash.  Anyone can pick it up, sign his name under yours on the back of the check and cash it.

Special endorsements (“Pay to the order of Person X”) are not used often because many businesses will not accept them.  If someone gives you a check with a special endorsement, that is, they have endorsed it “pay to the order of YOUR NAME,” your best bet in getting it “cashed” is to take it to your own financial institution, deposit it in your own checking account, and accept the fact that your financial institution will not give you cash for that money until they have sent that check through the banking system for collection.

Restrictive endorsements are good to use if you are going to bank by mail or use the ATM or night drop at your financial institution.  You can endorse the check “for deposit only” and no one can cash the check and it can be used only for deposit.  It is also helpful to write your checking account number so the bank can easily verify in which account to deposit the money.  However, if you are depositing a check that has been endorsed this way in person at the teller window, you will not be able to receive cash back from it because your endorsement instructs the financial institution to accept this check for deposit only.  If you change your mind and want cash back, you can still deposit the entire check and then write another check or go to the ATM for the cash you want.

3.3 How to Manage Your Money Safely Without a Checking Account
Purpose:  
This exercise provides IDA participants who are poor candidates for checking accounts with money management tools, such as using a bank savings account, money orders, and cash payments, and methods for keeping careful files documenting what bills they have paid.  

This exercise is optional but there are at least two situations within an IDA project where it would provide a helpful learning tool:
1) Some IDA participants are capable of building assets through the use of their IDA savings account but are not good candidates for checking accounts.

2) One of the most rewarding byproducts of having an IDA is that participants who have successfully completed an IDA project and purchased their assets often become the money management experts within their own families.  These people are probably quite capable of managing a checking account, but other family members are not.  This exercise provides a coaching tool for these participants who are helping others stabilize their financial lives.

Objectives:

After completing this exercise, participants will be able to:

· Describe strategies for managing money through the use of savings accounts, money orders, cash payments and careful record-keeping.

· Identify the retail outlets in their area that sell the least expensive money orders.

· Set up a personal filing system for the storage of financial records.

Time Needed: 20 minutes

Materials Needed: Chart paper or erasable board and handouts.
Process: Worksheets followed by large group discussion.  This exercise consists of a pre-activity and three activities. 
Activity 3.3.a: What banking products do your participants currently use?
Exercise 3.3—How to Manage Your Money Safely Without a Checking Account—is designed to benefit people who are not good candidates for a checking account (e.g., parolees, residents of homeless shelters) but who nevertheless could benefit from good money management tools.  You can determine whether the exercise is appropriate for your audience by using a short survey:  
· As participants arrive and before the session starts, provide the Handout Worksheet 3.3.a “Banking Products I Currently Use.”

· Collect the completed worksheets early in the session and review them at break time.
· Determine if you need to cover this material during the session based upon the results of the short survey.  

If you decide you do not need to cover this material because most participants are already successful checking account customers, mention that you have these materials available if anyone wants them to share with a friend or family member who needs money management help, but is not a good checking account candidate.

 Activity 3.3.b: How to keep records of bills paid 
Distribute Handout Worksheet 3.3.b: “Identify the Bills You Need to Prove You Have Paid.”  

As a lead-in to this worksheet, ask the following question and list the responses on a white board or flip chart: “Why would you have to prove that you had paid a bill?”  Be sure that the following answers are included on the white board (either from participants or added by you):

· If a business claims you did not pay.
· If a business claims you did not pay the right amount.
· Lack of payment shows up on your credit history.
· You are charged late fees or interest by a business claiming you did not pay.

Give participants 5 minutes to complete Worksheet 3.3.b: “Identify the Bills You Need to Prove You Have Paid,” then facilitate a discussion asking for input from class members from their worksheets and provide suggestions of your own.  
Based on the discussion, develop a master list of bills requiring proof of payment on a white board or flip chart.  Be sure the following are included on the list: 

· Rent.

· Car payments.

· Insurance payments.

· Mortgage payments.

· School payments.

· Credit card bills.

· Other loan payments.

· Telephone and other utility bills.

Go through each type of bill and discuss what constitutes proof of payment.  List all of the source documents that would serve as proof of payment.  Be sure to explain that cancelled checks always serve as proof, so some day you may be able to open and keep a checking account to pay bills and have this proof.  But in the meantime, good record keeping that keeps and retains these documents is essential.  

Provide tips on keeping papers organized.  Bring in a crate with file folders labeled to illustrate a very simple record-keeping system.

 Activity 3.3.c: How to use money orders 
Start by explaining the following:

· For people who are not able to qualify for a checking account or for whom a checking account may be a challenge, money orders can provide a way to safely pay and keep track of payments.

· Money orders are purchased at financial institutions, stores, and other service based businesses.

Explain how money orders work.  The way money orders work is simple:
· You give the business that sells money orders the amount of money for a bill, the name of the business that you owe the money to, and a little more money to pay a fee for the money order.  This fee varies from business to business so shop around for the lowest priced money order.  
· The business that sells money orders prints a money order with the name of the business that is to receive your payment right on it.  This keeps the money order from being stolen and cashed.
· You send the money order to the business with the return section of the invoice.  Write the number of the money order on this slip.

· You keep the money order stub, which also has the money order number on it and the invoice in your records.  This serves as proof of payment.

Provide Handout Worksheet 3.3.3 “Where to Buy Money Orders.” Worksheet 3.3.3 is a tool to help participants gather information on the different places to purchase money orders. Explain that the worksheet should be completed after the session by anyone who needs to purchase money orders.  Give some suggestions to get participants started on where to look:

· Bank

· WalMart

· Check cashing outlet

Activity 3.3.d: Paying with cash and storing receipts.
Lead discussion on how to maintain a record of bills paid with cash.
Also discuss what payments do not need a permanent record (for example, purchases of gas or food).
Pass out Handout 3.3.d “How to Store Your Personal Financial Records.”
Lead a discussion on storage of financial records based on the handout.
AFI Training Tools

Handouts
Handout for Exercise 3.3.a
	Worksheet 3.3.a:

Banking Products I Currently Use

	1. Checking Account
	Yes
	No

	2. Savings Account
	Yes
	No

	3. Mortgage Loan
	Yes
	No

	4. Personal Loan
	Yes
	No

	5. Safe Deposit Box
	Yes
	No

	6. Trust Services
	Yes
	No

	7. ATM Card
	Yes
	No

	8. Debit Card
	Yes
	No

	9. Credit Card
	Yes
	No


Handout for Activity 3.3.b
	Worksheet 3.3.b: 

Identify the Bills You Need to Prove You Have Paid

	

	

	

	

	

	


Handout for Activity 3.3.c.

	Worksheet 3.3.c: 

Where to Buy Money Orders

	Place
	Charge for Money Order
	Convenient to Where You Live or Work?

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


How to Store Your Personal Financial Records

Handout for Activity 3.3.d.

Here are some steps that represent good practice in keeping records:
1. Find a money management spot in your home.  It can be a desk, a drawer, or a crate.

2. Get folders.  You may want to use colored labels or colored folders.  Give each category a color.

· Income in green folder 

· IDA information in yellow folder

· Expenses in blue folder 

· Debt in green folder

3. Put information in the right folder when you receive it each month.

· Paycheck stub—put it in the green folder

· Deposit into IDA—put it into the yellow folder

· Receipts from rent—put it in the blue folder

· Bills with unpaid balances that you have not paid yet—put it in the orange folder 

4. Once a week, sit down to pay bills, check your account balances, and total up spending so far in each category.  

5. At the end of the month, either:
· Keep the bills and other paperwork in the same colored folders, but put a big rubber band around each set of documents and put a label with the month on it to keep all of the information for each month together, OR
· Take the information out of each folder and put it in a big envelope and write the month on it to keep all of the information for each month together in one place.  

What Records to Keep?
You may be asking, “What records do I need to keep?” and “How long do I have to keep them?”  You want to think about records as your proof that you have made your payments.  You keep them to protect yourself!  

Here is a partial list of records you will want to keep and how long you may want to keep them.  

Records of Expenses 
· Keep bills for one year in most cases; keep the canceled checks or official bank records that relate to checks to back-up payment of bills.
· Keep receipts for rent paid as long at you live in that apartment or house.

· Keep receipts and records of big items (like furniture and appliances) as long as you have the item.  This way, you have proof of value if you want to sell it or get it replaced due to theft or damage.

Bank Statements

· Keep them permanently if they have information related to taxes, housing payments, and/or business expenses; otherwise, keep them for 1 year.
Paycheck Records

· Keep them for 1 year.

· If your tax documents (W-2 or 1099) that you receive at the end of the year match up with your monthly paycheck records from the past year, you can toss the monthly records and just keep the W-2 or 1099.  If not, save them until your tax documents are corrected.
Credit Card Statements

· Compare receipts for credit card purchases with credit card statement monthly.

· Keep them for 7 years if there are any tax-related charges; otherwise, keep them until the balance on the credit card is fully paid off and for at least one year.
Taxes

In general, keep all tax related items for at least 7 years.  This includes:
· Copies of Federal and state tax returns that you submitted
· W-2 or 1099

· Canceled checks for taxes that you paid, if you owed any taxes
· Receipts of any items for which you have claimed a tax deduction or credit
· Records for any tax deductions or credits, such as child care tax credit, mortgage interest deduction, education loan payments, earned income tax credit, etc. 
If you did not file a tax return when you should have OR if the IRS suspects you made a mistake or committed fraud, there is no time limit to the IRS looking into your records.

Records related to condominium or house

Keep records until you sell the house or condo:
· Keep records of payments

· Keep records of all improvements













� Developed by Inger Giuffrida based on materials developed for Thrivent Financial for Lutherans and the New York City Administration for Children’s Services.
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