
Default Prevention and Money 
Management Techniques  

for Students and Borrowers 





Be accountable and responsible 

• Complete your financial aid paperwork 
• Pay your bills 
• Do the research before big purchasing decisions 
• Ask for help, but do the work 

Presenter
Presentation Notes
It’s time to take care of you. No matter your age or education, you need to be the one in control of your financial matters.  Ask yourself these questions:

Are your parents completing your financial aid paperwork?
Who is in charge of paying your bills?
When it comes to big purchasing decisions (a car or computer), are you doing all the research?

You can only be fully aware of your responsibilities and obligations if you are responsible from the start. It is okay to ask for help, but you should be the one doing the work.

If you decide to enter into a financial commitment (for example, you borrow money), it is very important that you follow through with your obligations to that debt. This includes:
making your payments on time and in full and
repaying the debt in full (including interest).



Plot your course 

• Identify your goals 
– Be specific 
– Be realistic 
– Write them down 

• Map out how you will achieve your goals 
• Review your goals periodically 
• Update your goals (if necessary) 
 

 
 



Understand your income 

• Understand the difference between gross and net 
pay 

• Be aware of your exemptions and other 
deductions 

• Review your paychecks when you receive them 
 



Open a checking account 
• Do your research 
• Record all of your transactions 
• Protect yourself and your account 
• Avoid overdrafts 
• Review and reconcile your account regularly 

Presenter
Presentation Notes
A checking account is an important element of tracking your money.  A checking account creates a paper trail which assists you in knowing how much money is available to spend.

Prior to opening a checking account, thoroughly research to find a bank that provides an account which will best suit your needs.

Three common types of accounts:

Standard: Includes a set monthly fee with no check charge. There is no monthly fee if you maintain a minimum balance.
Special: Service fees are charged for returned checks for insufficient funds, the creation of money orders, cashier’s checks, ordering blank checks, and sometimes for the transfer of funds.
Interest bearing account: Interest is paid to your account, if a minimum daily balance is maintained during the month.
Some banks offer “free” checking accounts, especially to students. To avoid hidden fees, make certain to read all of the fine print. Be sure the account really is free.  

The check register is an important element of your checking account. Record any transaction you make in or take out of your account.  Examples:

Deposits
Checks written
Scheduled automatic withdrawals or fees
ATM or debit card transactions

In addition to writing checks, ATM (automatic teller machine) and debit cards are common tools used to withdraw money from your account. They may also allow you to deposit, transfer, and verify funds in your account. ATM cards are strictly for use at automatic teller machines, but debit cards can be used at most merchants also.

Tips for ATM and debit card usage:

Never share your PIN number with anyone.
Always record your transactions. Forgetting to record ATM withdrawals is one of the most common reasons that people overdraw their accounts, which we’ll discuss in a moment.
Record additional fees charged for using an out-of-network ATM (try to avoid them).
Be aware that transactions may not always be automatically reflected in your account balance.  For some, it may take two to three days.
When given the option to use your card as a credit or debit, select credit where possible. This protects your purchases in the event of fraud, whereas debit may not.

Spending more money than you have in your checking account is called an overdraft. You want to avoid overdrafts at all costs! Overdraft fees are approximately $30 per item. One check or ATM/Debt withdrawal for $5 could end up costing you $35. It is very important for you to never spend more money than what you have in your account. 

If your bank offers online banking, review your account at least once a week. This will not only help you keep track of how much money you have, but also will allow you to quickly identify errors or possible fraudulent transactions.

Reconciling (balancing) your checkbook every month is critical to successful checking account management. 



Reconciling your checking account 

mappingyourfuture.org/money/checkbook.htm 



Open a savings account 
• Pay yourself first  
• Accumulate an emergency fund with several 

months of your living expenses 
– 3 - 6 months if income less than $20,000/year 
– 6 - 12 months if income greater 

• Watch your money grow with compounding 
interest 

Presenter
Presentation Notes
Establishing a savings account is the best way to deal with the uncertainties of life (such as job loss or medical expenses), as well as to reach your financial dreams (pay for college, purchase a car, travel, or save for retirement).

Remember to pay yourself first.  Depositing money into a savings account should take priority over any additional spending. Here are some ideas to help:
As you pay your monthly bills, set money aside to deposit into your savings.
Ask your bank to automatically transfer money from your checking to your savings once or twice a month.
Request a direct deposit from your employer for a portion of your paycheck to be deposited into your savings account.
Try to put at least 10 percent of your salary into savings each month. Ultimately, you should maintain a balance that would cover anywhere from three to 12 months of your expenses, depending on your current income and the economy. 

If you are unable to afford the full 10 percent, small amounts can add up and make a big difference over time.

A savings account with compound interest will cause your savings account to grow. The interest that you earn on your savings account is added to the total balance of your account, which will result in more money earned.��



Savings calculator 

mappingyourfuture.org/money/savingscalculator.htm 





Budget calculator 

mappingyourfuture.org/money/budgetcalculator.htm 



Borrow smart (general) 

• Use loans only for items that are needed 
• Consider the cost of the loan 
• Ensure that the monthly payment fits within your 

budget 
• Postpone purchases if necessary 



Debt/Salary Wizard 

mappingyourfuture.org/paying/debtwizard/ 

Presenter
Presentation Notes
Mapping Your Future offers two tools to help you make educated student loan decisions. 

The debt/salary wizard helps you decide how much you can afford to borrow, based on your anticipated salary. It’s important to be realistic about how much you can earn, considering where you will work and the demand for your occupation in this area.

The calculator also calculates student loan payments based on current and/or future borrowing.



Student loan repayment calculator 

mappingyourfuture.org/paying/standardcalculator.htm 
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Presentation Notes
This tool allows you to estimate your student loan payments under the standard repayment plan. It also tells you how much salary you need to earn to support the debt, based on the recommendation that your student loan payment be no more than 8 percent of your gross earnings. The calculations do not take into consideration a high amount of credit card or other debt.



Borrow smart (student loans) 

Understand the obligation 
 

 

 
 

You must repay loans 

You can prepay the loans 

You will begin repayment after grace 
period 



Borrow smart (student loans) 

Know the players (Direct Loan Program): 
• Department of Education (ED) 
• School 
• Servicer 



Borrow smart (student loans) 

Keep track of your loans:  
National Student Loan Data System (NSLDS) 
www.nslds.ed.gov  
(800) 999-8219 
 
Requires federal PIN 

Presenter
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Sometimes it can be a challenge to keep your track of you federal loans, but the National Student Loan Data System (NSLDS) allows you to access all of your federal student loans (Stafford, Perkins, PLUS, Consolidation) in one place:  www.nslds.ed.gov.  NSLDS requires you to log in using your Federal Student Aid PIN which is the one you used to complete you Federal Application for Federal Student Aid (FAFSA).  If you can’t remember your PIN, you can request a new one at www.pin.ed.gov.

http://www.nslds.ed.gov/�


Borrow smart (student loans) 

Know your repayment options  
• Standard repayment 
• Graduated repayment 
• Income-sensitive repayment 
• Income-contingent repayment 
• Extended repayment 
• Income-based repayment 
• Consolidation 
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Standard Repayment
The minimum monthly payment is $50, but may be higher depending on balance
The maximum repayment term is 10 years (120 payments)
Borrower pays equal monthly installments during the entire repayment term unless there is a change in interest rate
Results in the least amount of interest accrued

Graduated Repayment
Begins with lower payment amount that increase over time
The maximum repayment term is 10 years (120 payments)
More interest may accrue over the life of the loan because the principal balance decreases at a slower rate

Income-sensitive Repayment
Applies to only FFEL
Payment amount based on gross income
Eligibility and payment amount verified annually
The maximum repayment term is 15 years (180 payments)
More interest may accrue over the life of the loan because the principal balance decreases at a slower rate

Income-contingent Repayment
Applies to only DL
Payment amount is based on borrower’s income, family size and total amount borrowed and is adjusted annually based on income and family size
The maximum repayment period is 25 years after which the remaining balance is discharged

Extended Repayment
Available to new borrowers on or after October 7, 1998, who have a minimum balance of $30K in loans
Payment amounts can be either fixed annually or graduated
Maximum repayment term is 25 years
More interest may accrue over the life of the loan because the principal balance decreases at a slower rate

Income-based Repayment
Available for payments made on or after July 1, 2009 
Payment amount is an adjusted amount based on income and family size 
Payment amount will not be more than 15 percent of the amount by which your adjusted gross income exceeds 150 percent of the poverty line for your family size
If the monthly payment amount is not enough to pay accrued interest on a subsidized Federal Stafford Loan, ED will pay the remaining interest for a period of three years. 
Eligibility re-evaluated annually 
More interest may accrue over the life of the loan because the principal balance decreases at a slower rate. 
Any outstanding loan balance after 25 years will be forgiven – very few borrowers will have a remaining balance after 25 years 
The amount that is forgiven may be taxable. 

Consolidation
Consolidation is not a repayment schedule, it is a loan
Consolidation allows borrowers to consolidate all eligible loans into one new loan with a fixed interest rate
The maximum repayment term is 30 years and is determined by the principal balance owed
More interest may accrue over the life of the loan because the principal balance decreases at a slower rate. 






Income-based repayment 
calculator 

mappingyourfuture.org/paying/ibrcalculator.cfm 



Loan consolidation calculator 

mappingyourfuture.org/paying/consolidation/calculator.cfm 



Borrow smart (student loans) 

Know your repayment tools  
• Deferment 
• Forbearance 
• Loan forgiveness 
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If you have having trouble repaying your loans, you may be able to temporarily suspend your payments with a deferment or forbearance:

A deferment is a period of time during which your regular loan payments are suspended.  Deferments are granted for specific situations and have certain time limitations and conditions for eligibility.  If you meet the criteria and have deferment time available, you cannot be denied a deferment.  Some common examples are:  extreme economic hardship, enrolling in school at least half-time or active military duty.  During a deferment, the federal government pays any interest that accrues on your subsidized loans.  

A forbearance is a period of time during which your regular loan payments are reduced or suspended or your repayment period is lengthened because you have a financial hardship but do not qualify for a deferment.  During your forbearance, you are responsible for paying the interest that accrues on your loans.  In most cases, forbearance is granted at the discretion of the loan servicer.

In addition to deferment and forbearance, there exist several loan forgiveness programs that partially or complete forgive student loans.  Some examples are the Teacher Loan Forgiveness Program and Public Service Loan Forgiveness.







Borrow smart (student loans) 

Understand the consequences of delinquency and 
default 
• Impact to credit, wages and tax refunds 
• Increased cost of loan  
• Ineligibility for additional financial aid 
•

Presenter
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Delinquency occurs when you are late in paying your students loans (even just one day late!).  And if you remain delinquent for 270 days, you may default on your student loans. Defaulting on your student loan is very serious:

Repayment of a defaulted loan is due immediately and your loan balance can increase significantly at that point because collection costs will be added to the outstanding balance. 
Your defaulted loan(s) will appear on your credit report for at least seven years, making it difficult to secure a car loan, mortgage or credit cards
You may no longer be eligible for federal financial aid
Your federal tax refunds or othe federal payments may be taken to repay your loans
A portion of your wages could be withheld 
Your professional license (if applicable) may be denied or revoked
Legal action may be taken

If you default on your student loan(s), you have a few options:
You can pay the loan in full – by paying off your federal student loan(s) in full, the loan will no longer be in default and you would be eligible to receive additional federal financial aid
You can enter into a rehabilitation program – this option helps you bring your federal student loan(s) out of default and clears up any negative credit reporting regarding your loans
You can apply for a federal consolidation loan – this option gives you the ability to bring your federal student loan(s) out of default and combine all of your federal loans into a single loan

If you have trouble repaying your student loans, call your lender or your servicer immediately so that they can help you.  





Manage your credit cards wisely 

• Spend wisely 
• Choose an affordable credit card 
• Consider the true cost of each purchase 
• Track your spending to prevent overspending 
• Limit the number of credit cards 
• Protect your account and your credit 
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Credit cards are designed for people with income. It is easy to get a credit card, but managing it isn’t always as easy.

Here are some helpful tips:

Remember that credit cards are borrowed money. You must repay them.
Don't spend more than you can afford to pay in full. If you do not pay your balance in full each month, the interest will be added to the total amount you owe.
Understand the consequences of a credit card.  Example: A television is purchased by credit card for $1,000 with an interest rate of 22 percent. Instead of paying it the amount in full when the bill is received, you pay $25 minimum monthly payments per month. Result: it will take 72 months to pay the balance. The television that was purchased for $1,000 will end up costing $1,800 with the interest that accrues over the 72 months.
Consider all of the possible consequences before getting your first credit card.  Careful use of your credit card will assist you in establishing a solid credit rating.  Poor use of your credit card can rapidly place you into debt.  

Choose wisely. When selecting a credit card, make certain you have selected one with the most affordable options and no hidden costs.  When selecting a credit card, look for the following:

A low annual percentage rate (APR). The lower the rate, the less interest you have to pay. Low introductory rates may be raised after a year or less.    The interest calculation method affects how much interest is paid, even when the APR is identical.
Annual fees or any fees should not be charged. If the issuer charges an annual fee, ask them to waive it or refuse to accept the credit card.
Late payment fees, transaction fees, over the limit fees, etc. will increase the total cost of your charges.
A grace period is often provided if you agree to pay off your balance before interest charges begin to accrue. Other credit cards may charge interest from the day the charges appear on the account.
Keeping your credit limit to a minimum ($500 or less), will help make your payments reasonable. Make certain the credit card company does not reduce your limit after you have spent up to the previous higher limit. This may cause an adverse effect to your credit rating, and you may be required to pay a late fee or a penalty.

Various services and features, such as cash rebates, frequent flyer miles, extended warrantees, etc. may have hidden future costs. Think carefully about the true cost of these programs when you consider interest and other charges.

Limit the number of cards you get. Having only a few or one credit card will make it easier to manage your spending and prevent overspending.  You will need to make a payment for each credit card with a balance.

Don’t always carry your cards with you. Having a credit card can give you easy access to money you would not typically have. If you leave the card at home, you may think twice before using it to buy items you don’t really need.

Track your spending:

Check your account online frequently.
Save receipts.
Maintain a ledger.
Don’t wait for your monthly statement to arrive.

In case your card is lost or stolen, keep a record of the account number and the issuer’s name and phone number. Photo copy the front and back of your card and store it in a safe place at home.




Understand your credit  
• Understand the components of a credit report 

– Personal identification information 
– Public record information 
– Collection agency account information 
– Credit account information 
– Inquiries 

• Review your credit report annually at 
www.annualcreditreport.com 

• Verify information and report inaccuracies 
 
 





Protect yourself from ID theft 
• Safeguard your information 
• Monitor your personal and financial 

information regularly 
• Act quickly if identity theft is suspected 
• Use Federal Trade Commission as a resource 

 

Presenter
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Identity theft is the fastest growing crime in America. Perpetrators borrow money in someone else’s name and leave their victims with mountains of debt and serious credit problems.

To prevent identity theft, it is critical to keep your information safe:

Shred financial documents and paperwork with personal information before you discard them.
Protect your Social Security number. Don't carry your Social Security card in your wallet or write your Social Security number on a check. Provide it only when absolutely necessary. You may always ask to use another identifier.
Don't provide personal information over the phone, through the mail, or over the Internet unless the party is known and reputable.
Never click on links sent in unsolicited e-mail messages. Instead, use a web address you know.
Use firewalls, anti-spyware, and anti-virus software to protect your personal computer. Keep the protections up-to-date. Visit OnGuardOnline.gov for more information.
Don't use an obvious password like your birth date, your mother's maiden name, the last four digits of your Social Security number, or your phone number.
Keep all personal information in a secure place at home, especially if you have roommates or employ outside help.
Monitor your financial information regularly and request a free copy of your credit report annually. Review various financial accounts and statements, checking for the following:
Purchases that were not made by you
Bills that do not arrive as expected
Unexpected credit cards or account statements
Denials of credit for no apparent reason
Calls or letters about purchases you did not make

If identity theft is suspected, act quickly! Review the Federal Trade Commission's (FTC) victim recovery guide (www.ftc.gov/bcp/edu/microsites/idtheft/).

You should also understand identity theft in relation to student loans. A federal student loan may be cancelled if it was falsely certified as a result of a crime of identity theft.



Understand your tax liability 
• Determine adjusted gross income (AGI) 
• Calculate taxable income 
• Calculate tax liability 
• Check education tax benefits 
• Consider using tax preparer/advisor 

 



Ask for help 

• Do not ignore financial troubles 
• Take responsibility 
• Request assistance 
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