Internet Activity

Topic:

Bankruptcy

Course:
Personal Finance, Business College Level

Timeline:
1 1/2 hours

Level:

Beginning

Project Purpose:
The student will examine bad credit decisions and the effects of bankruptcy.

NBEA Standard

Personal Finance VII:  Using Credit
Analyze factors that affect the choice of credit, the cost of credit, and the legal aspects of using credit.

Procedures:


1.
Read the following scenario.


Fred and Wilma are happily married and beginning to plan their life after college graduation.  Fred will be teaching at a local high school for $29,000 a year and Wilma will be working as a graphic designer with a starting salary of $32,000.  Fred and Wilma found the home of their dreams and purchased it for $110,000.  Unfortunately, Fred used up his savings paying for college, so Wilma used what was left of her savings for the down payment on the house.  So with no savings, and a new wonderful income, Fred and Wilma began furnishing their new home by using three credit cards, each with $10,000 limits.  Once the first three cards where maxed out, Fred and Wilma made decided to sign up for four new credit cards, each with a $10,000 limit.  Before long, Fred and Wilma’s monthly obligations were more than their monthly income.  To ensure that they could pay the bills, they began taking cash advances on their credit cards. Now, they have reached their limit on all seven cards and are having trouble finding money for food and other necessities.  Fred and Wilma are now arguing about money and many other things due to the stress of their financial situation.  As a last straw, Fred and Wilma considered filing bankruptcy, but they could not pay the legal fees required to file.

2.
Using the Internet, answer the following questions.

A. What is involved in filing personal bankruptcy?

B. What are the various categories of bankruptcy individuals can file for (such as Chapter 7) and what does each category involve?

C. Are there any personal exemptions of property in a bankruptcy action?  Can a person agree to keep on paying for certain obligations, such as a home mortgage?

D. How much does it cost to file personal bankruptcy?

E. How does bankruptcy affect individuals financially now and in the future?  

F. How long does it take an individual to “recover” from filing a bankruptcy action; e.g., when can they probably obtain a loan to buy a new home, a new car, etc., after filing bankruptcy?

G. What is the Consumer Credit Counseling Service?

H. What services does the CCCS provide?

I. Can the CCCS help Fred and Wilma?  If so, in what way(s)?

J. How much will it cost for Fred and Wilma to use CCCS?

3. 
Summarize what you have learned in an appropriate format.  Include the advantage and disadvantages of credit cards, a plan to help Fred and Wilma repay the debt, and any recommendations for Fred and Wilma’s future use of credit cards.
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	Weight
	Points 

Earned

	Description
	10
	8
	6
	0
	
	

	Grammar
	0 errors
	1-2 errors
	3-4 errors
	5+ errors
	1
	

	Answers to Questions
	Answered all 10 questions completely
	Answered all 10 questions
	Answered 8-9 questions
	Answered less than 8 questions
	2
	

	Summary
	Includes completely the advantages and disadvantages of credit cards, a plan for repayment, and recommendations for future use. 
	Weak in one element
	Missing one element
	Missing more that one element
	2
	

	Comments:




Note to Instructor:

This rubric is just a suggestion for grading.  It is based on 50 points, after you include the weights.  It is created as a table that can easily be edited if necessary.
IDOE—Business Technology Education and Marketing Education
Internet Activity—Bankruptcy

Internet Users’ Guide and Activities, Summer 2002
Page 


