Community Loan Center (CLC)
Interest Rate Talking Point Handout
This handout is intended for employer, investor, and high-level discussions and may be shared as part of workforce financial wellness or community investment briefings.

Why the “18% interest rate” should not be the focus
The Community Loan Center (CLC) loan has an 18% interest rate. While that number may raise questions at first glance, it does not reflect the real cost, structure, or impact of the loan on employees. What matters most is total cost in dollars, repayment design, and borrower outcomes.

What an employee actually pays (real dollars)
For a $1,000 CLC loan, repaid over 12 months:
· $1,000 principal
· $20 one-time administrative fee
· $96 total interest over the year
· Less than 10% of the total loan amount
· Total cost of credit: $116
· Total repaid: $1,116

Key features:
· Simple interest (no compounding)
· Fixed payments via payroll deduction
· No rollovers, no late fees, no prepayment penalties
· Loan is fully paid off within one year

Why APR can be misleading on its own
APR is a regulatory disclosure that combines interest and fees into an annualized figure for comparison. While the CLC APR appears higher than 18% because it includes the $20 fee, the total cost in dollars remains very low compared to the alternatives employees typically use when this option is unavailable.

What employees usually face without the Community Loan Center
	Credit Cards (minimum payments only)
· Average APR: 20%
· Monthly compounding interest
· Minimum payments largely go to interest

A $1,000 balance typically:
· Takes 5 years to repay
· Costs $550–$650 in interest
· Total repaid: $1,550–$1,650

	Payday or short-term loans (common in Texas)
· Fees often average $20–$30 per $100 borrowed per pay period
· Average ARP: 600%
· Very short terms (often 14 days), which calls for frequent rollovers/renewals

A $1,000 payday loan can:
· Cost $1,500 in fees in 3 months
· Cost $3,000 in fees in 6 months
· Result in $2,500–$4,000 total repayment



Why CLC is a responsible, zero-cost benefit
For employers
· Offered at zero cost to the employer
· Payroll deduction reduces defaults and administrative burden
· Helps employees avoid predatory lenders
· Reduces financial stress that impacts productivity, absenteeism, and turnover

For investors and partners
· Rate supports sustainability, servicing, and loan loss reserves - not profit maximization
· Capital is recycled locally instead of extracted through excessive fees
· Loans are finite and close out, not designed to trap borrowers
· Aligns with workforce stability and financial wellness goals

Key Takeaway
Focusing solely on the stated interest rate misses the core purpose and impact of the Community Loan Center. What matters is total cost, repayment structure, and borrower outcomes.

The Community Loan Center loan:
· Costs hundreds to thousands of dollars less than common alternatives
· Eliminates compounding and rollover risk
· Provides certainty, transparency, and dignity
· Ensures employees are debt-free within 12 months

That is why offering or supporting the Community Loan Center is not about the number on the rate, it’s about providing a safe, practical, zero-cost benefit that protects employees and strengthens communities.
