o Write in the names of any income

Use this income tracker to plan Wrie Inthe names of any inco
the beSt tlmes 'l:o Sa\/e and 'to Spend. © Fill cut the table with the amounts

you receive each week.

e Total up each week's income.

O Circle the payments that come ata
predictable time and amount. This
“will show you the income you can
Month of : count on each month.

Week 1 Week 2 Week 3 Week 4 Week 5

- Primary job:

A
it g Government program:

a Disability benefits:

=$h Financial support:

_} Additional:

AAddItiona[:

Additional:

Weekly totals:

Total income for this month:

Form 1
Pg. 10f3
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DEBT SLAPPED ©
Planning for Post-Secondary Education Activity

Student Name:
Date: '

INSTRUCTIONS: Go through questions 1-32 in this decument and type in your
answers. '

1. What post-secondary school do you plan on attending?

2. Choose a job, trade, or career you are interested in (examples below):

Computr Science and Enginerin $74,00
Banking $52,600
Sales & Marketing $48,500
High School teacher $43,100

Dental Hygienis - $0,400
Construction Management $64,800
Nurse $61,000
Physical therapist assistant $49,100

Plumber $55,160
Carpenter | $48,330
Welder $37,000
Apprentice electrician $53 ,000 7
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If you would like to explore salaries and careers on your own, Google the career for
starting salary and use these helpful websites:

http://www.payscale.com/college-salary-report/majors-that-pay-you-
back/bachelors

htin:/ /www.mynextmove.org/

http://www.bls.gov/ooh/

httns://www.payscale.com/index/us/ich

3. Take the estimated starting Salary from the charts above (or your own
research) and multiply by .75 for your estimated yearly take-home pay
(meaning it doesn’t include the taxes and other payroll deductions you
will likely pay from your gross pay).

4, Take the Annual Take Home Pay from #3 above and divide by 12 for
your estimated monthly take-home pay. This is the estimated amount
you will have to pay your monthly expenses.

Researching your school

Check out your school on the following website:
http://nces.ed.gov/collegenavigator

a. Type in the name of the school you are considering in the “Name of
School” field.
i. Note that entering part of the school name may be easier - for
instance type in “Seattle” to find Seattle University or Seattle
College.
b. Hit Enter
i. This may lead to a list of schools with similar names. If so,
select the school you want.
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This will lead to an information page for the school you selected with several
categories, such as General Information; Tuition, fees, and estimated student
expenses, etc. You will be asked to select some of those categories below.

5. Will the school you've chosen give you the education/degree you need
to do the job you have chosen?

ONO

Accreditation is a type of quality assurance process under which educational
institutions are evaluated by an external body to determine if the school meets an
acceptable level of quality. You want to make sure that your school meets the
accreditation standards as determined by a reputable rating agency.

7. What agency accredited your school?

A school’s retention rate indicates how many students stay enroclled year over year.
Alow retention rate means that many students leave before finishing their degree.
Similarly, a school’s Overall Graduation Rate indicates how many first-time students
who enrell in degree seeking programs (such as an AA or BA) finish their degrees.
For instance, the Overall Retention Rate for Community College is roughly 54% vs 70%
for a Public University. The average Graduation Rate of 4-year Universities is 60%.

8. Isthe retention rate at your scheol of full time students high, medium,
or low? (Select the "Retention and Graduation Rates” category.) High
(the best) is 80% and above, Average is 60% to 79% and Low is 59%
and below.

O High @ Average O Low

9. Isthe Overall Graduation Rate at your school high, medium, or low?
{This is also in the “Retention and Graduation Rates” category.) High
{the best) is 80% and above, Average is 50% to 79% and Low 50% or
below.

O High Average




A cohort default rate is the percentage of a school’s borrowers in the U.S. who enter
repayment on certain student loans during a federal fiscal year and default prior to
the end of the next one to two fiscal years. {A federal fiscal year goes for one year,
but unlike a calendar year, it starts on October 1.) Aloan is put into default by a
lender after 270 days of non-payment by the borrower. Defaulting on a loan will
show on your credit report and will make it difficult to take out any loans in the
future. A school with a high cohort default rate may not be adequately preparing its
graduates for future employment - or, it may have a significant number of students
who drop out before graduation.

Select the “Cohort Default Rates” category to answer the question below.

10. At the school you have selected, is the Cohort Default Rate of the most
recent academic year Low (6% or less, the best), Medium (between 7%-
12%]) or High (over 12%])?

Researching the Cost of attending School

Select the “Tuition, fees, and estimated student expenses” category. Once there, look
under the Tuition and fees” heading and choose what fits: the in-state or out-of-state
number.

11.What is the Tuition of the most recent academic year?

Look under the “TOTAL EXPENSES” heading. Notice the differences between:

- On Campus

- Off Campus

- Off Campus with Family
Select one of those choices that best fits with your plans and budget. Note that this number will
include tuition, books and supplies, room and board, and other.

12. What are your Total Expenses for (1) year of your schooling?
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13. Take the number you selected in #12 above and multiply it by 2. fora2-
year program or by 4 for a 4-year program for your Total Expenses to
Graduate.

Paying for School

Many students use student loans to pay for all or part of their post-secondary
schooling. There are different types of loans available to students and it is important
to understand the differences. '

Federal student loans are backed by the government and typically:
* have several repayment plans
e allow you to change your repayment plan
o come with an interest rate that is fixed or stays the same
e provide public service loan forgiveness if you get a qualified job and
choose a qualified repayment plan
e offer more consumer protections than private student loans
e are very difficult to wipe away in bankruptcy

Private student loans are backed by banks or other financial institutions and
typically:

s do NOT have a fixed interest rate. It can go up.

o do NOT offer the same kind of flexible repayment plans as federal student

loans

e do NOT offer loan forgiveness programs

e provide less consumer protections than federal student loans

¢ are very difficult to wipe away in bankruptcy

Additionally, there are both Subsidized and Unsubsidized Federal Student Loans:
Subsidized loans do not charge you interest while you are enrolled in school or
during an authorized period of deferment. Instead, interest starts to run only after

you leave school or end a period of deferment.

Unsubsidized loans do charge you interest while you are enrolled in school so the
interest grows during that time and it starts as soon as you receive the student loan.
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You can learn more about the different kinds of student loans offered by the federal
government on the following website:

https: //studentaid.ed.gov/sa/repay-loans /understand /plans#estimator

You can see current rates of interest for different student loans here:
hitps://studentaid.ed.cov/sa/tvpes/loans/interest-rates

Determine your student loan payments under two Federal Student Aid plans
by using the following calculator:

Use this link: http://www.finaid.org/calculators/loanpayments.phtm! and

follow these steps:
A. Enter loan balance (the total amount borrowed)
B. Enter 5.05% in interest rate
C. Enter 0.0 in loan fees
D. Choose 10 year Loan Term for Standard Plan and then 25 for Extended
Plan
E. Type $50 Minimum Payment
F. Select “Graduating Soon” from Enrollment Status dropdown menu.
G. Select degree that fits from Degree Program dropdown menu.
H. Type 2 or 4 (or whatever fits) in Total Years in College.
I. Select “No” for Print payment schedule.
]. Select the CALCULATE button.)

What are your estimated loan payments?

14. Standard Plan- Monthly Payment:
15.5tandard Plan- Total to pay off loan:

16.Extended Fixed Plan- Monthly Payment:
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17.Extended Fixed Plan- Total to pay offloan:

18. What are some differences between the Standard Plan and Extended
Plan?

What if you could cut the amount you are borrowing? We will discuss ways to do
this later, but for now, let’s see what would happen if you reduce the amount you
are borrowing by 25%.

A. Take your Balance (“Total Expenses to Graduate” estimate from #13
above) and multiply by .75
a. Example: $100,000 Balance x.75= $75,000
B. Take your new balance and run it through the Standard repayment plan

(10-year) calculator process above

19.What are your new Total Expenses to Graduate?
20.What is your new Standard Plan-Monthly Payment
Z1.What is your new Standard Plan- Total to pay off the loan?

Compare this with your original Standard Plan Monthly Payment and total to pay
off the loan,

22. How much less would you pay a month?

23.How much less would it cost you to pay off the loan?

The money you save you can put toward other things in your life. We will have you
list other ways you can you further reduce the amount you are borrowing later in
- this worksheet.
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Let's look further into interest rates.
24, What if we increased the interest rate to 10%? Using the same Loan

Amount used in #19, adjust the rate to 10%. What is the Standard
Payment now?

25.Do you want a higher or lower interest rate when you borrow?

Remember private student loans often do not have a fixed interest rate so it can go
up. Federal student loans are fixed. They stay the same.

Budgeting
Now, let’s calculate the percentage of your take home pay that will be taken up
by student loan payments after you finish your post-high school education.
A. Use your original Standard Plan- Monthly Payment (from #14) divided
by your Monthly Take Home Pay (from #4), X 100 to get the percentage
of your Take Home Pay per Month taken up by your student loan monthly

payment,
Example .
Student loan mo. payment divided by Monthly Take Home Pay ‘
$1,092 / $4,062 x100=_26 %

26.What % of your income are your student loan paymenis?
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Budgeting Exercise
Monthly take home earnings (from #4): §

Estimate your monthly expenses:

Food $350
Housing $1,000
Transportation: $300
[nsurance $100
Health care $100
Phone $150
Cable/Internet $115
Entertainment $300
Savings $200

Personal care/products  $120
Monthly expense total:  $2,735 (notincluding student loan)

27.Add your original Standard Plan-Monthly payment {from #14} to the
monthly expense total of $2,735. What is the total?

The above is an estimate of your total monthly expenses (including your student
loan payment).

28.Take your estimated monthly take home pay (from #4) and subtract

your total expenses {from #27}. What is the result?

29, Will you have enough money to pay back your student loans? Are you
in the black (a positive #) or in the red {a negative #}?

If you are in the red (negative number), so to speak, what budget categories are you
going to reduce or eliminate so your monthly grand total is equal to or smaller than
your monthly take home earnings?
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30.Write one expense category you will cut down on and by how much.
{Example: Reduce Entertainment by $150/month.)

The more you can save on your student loan, the more you’ll have for your other
budget categories.

Consider ways to reduce your borrowing:

Don’t borrow more than you need to

Choose a less expensive school

Apply for grants and scholarships

Take a year or two off to save up money for college

Work during college

Live with family

If living with family isn’t feasible, live with roommates

Complete your degree. The odds of defaulting on your loan increase
for those who don’t graduate. ' '

31. Write some ways you are going to reduce your borrowing.

3Z. What is the difference between student Ioan debt and other debts? For
one thing, it's nearly impossible to get out of it, even in bankruptcy.
What are some other differences?

10
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DEBT SLAPPED ©
Planning for Post-Secondary Education Activity
Answer Sheet

Student Name:
1. My proposed school:
2. My future job, trade, or career:
3. Estimated starting yearly take-home pay:
4., Estimated starting monthly take-horﬁe pay:

5. Does the school give you the education/degree you need:

7. What is the accrediting agency:

8. Is the retention rate of full time students high, medium, or low?
O High O Medium O Low
9. Isthe Overall Graduation te high, medium, or low? {Circle)

O High Low

10.Cohort Default Rate of the most recent academic year: high, medium or

11. My Tuition of the most recent academic year:
12.My Total Expenses for 1 year of schooling:
13.My Total Expenses to Graduate:

14.My Standard Plan Monthly Payment:

15.My Standard Plan- Total to pay off the loan:

11
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16.My Extended Plan Monthly Payment:
17.My Extended Plan-Total to pay off the loan:

18.What are some differences between the Standard Plan and Extended
Plan:

19.My new Total Expenses to Graduate (25% reduction):
20.My new Standard Plan Monthly Payment:

21.My new Standard Plan Total to Pay off the loan:
22.How much less you pay a month:

23.How much less it costs you to pay off the loan:

24.What happens if the interest rate on the amount in #19 is increased to
10%?

25.Do you want a higher or lower interest rate?
26.What is the % of your income taken up by your student loan payment:

27.What is the total of your original Standard plan- Monthly payment plus
your Monthly expense total:

28.Subtract total expenses from your monthly take home pay and write the
answer:

29.Do you have a niegative or positive number?

30.Reduce (budget category and how much}

12
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31.List some ways you will reduce borrowing:

32.What are some differences between stadent loan debt and other debts:

13
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CENTS

CONSUMER EDUCATION
AND TRAINING SERVICES

Presented by Judge Karen A. Overstreet (Ret.), United States Bankruptcy
Court, CENTS Judicial Liaison, CARE Board Member; Tony Leahy,
Executive Director, CENTS (Consumer Education and Training Services)

For more information, go to www.centsprogram.org,
www.debtslapped.org, and www.care4vourfuture.org

14
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o Crude Oil
39.54

+0.23(+0.59%)

Liz Weston: Fear of bankruptcy holds too
many people back

AP

LIZ WESTON of Nerd Wallet
Associated Press?1 September 2020
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FILE - This undated file photo provided by NerdWallet shows Liz Weston, a columnist for
personal finance website NerdWallet.com. (NerdWallet via AP, File)

The mystery isn’t why so many people file for bankruptcy each year., Tt’s why more people don’t,

Each year, only a fraction of the Americans who could benefit financially from bankruptcy
actually seek relief. Economists say some don’t file because collectors aren’t aggressively
pursuing them, while others may strategically delay filing because bankruptcy could benefit
them more down the road.

Many bankruptcy attorneys have a much simpler explanation: Fear, a lack of information and
misplaced optimism keep people from getting a fresh start,

A TEMPORARY PAUSE

About 14% of U.S. households — or roughly 17 million — owe more than they own, according
to Federal Reserve Bank of New York estimates. Many of these households could benefit from
having their debts wiped out, but fewer than 1% of U.S. households actually file for bankruptey
each year. Last year, there were 752,160 personal bankruptcy filings. Researchers refer to this
gap as “missing bankruptcies” — the filings that could be happening, but aren’t.

Now, there’s an additional set of missing bankruptcies: the cases people normally would have
filed in recent months, but haven’t. Bankruptey filings dropped dramatically in the second
quarter of this year, to about 60% of the average for the previous five years.

Courthouses were shuttered by pandemic closures, which made it harder for creditors to pursue
foreclosures and wage garnishments. Those are two big drivers of consumer bankruptey filings,
says David Cox, a bankruptcy attorney in Lynchburg, Virginia, and co-author of “Consumer
Bankruptcy: Fundamentals of Chapter 7 and Chapter 13 of the U.S. Bankruptcy Code.”

Borrowers have benefited from various forms of coronavirus relief, such as suspended payments
on federal student loans, mortgage forbearance and expanded hardship options for loans and
credit card accounts. The $600 weekly bump in unemployment checks, which expired in J uIy,
also kept many people afloat, Cox says.

Lower jobless benefits, along with the reopening of courts and continued high unemployment,
mean the lull in bankruptey filings is likely temporary, says Jenny Doling, a bankruptcy attorney
in Palm Desert, California, who serves on the American Bankruptcy Institute’s Chapter 13
Advisory Committee.

She worries that people will wait foo long to file. Too often, people drain retirement funds or
other assets that would be protected in bankruptey to pay debts that will ultimately be erased, she
says. Putting off bankruptcy also can make it harder to come up with the $1,500 needed to file a
typical case,

YOU WON'T LOSE EVERYTHING
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Cox says many of his clients delay filing because they fear they will lose cars, homes and other
property. They are pleasantly surprised that they aren’t stripped of everything they own, he says.

“There’s a misunderstanding about how bankruptcy works and what it would take from you,”
Cox says.

‘The vast majority of people who file the most common type of bankruptcy, Chapter 7, don’t have
to give up any of their possessions. The types and amount of property you can keep vary by state,
but typically include clothing, professional tools, wedding rings and at least some equity in your
home. A few thousand dollars of equity in a car is usually protected as well. If you have assets
that wouldn’t be protected in Chapter 7, you could file for a Chapter 13 repayment plan instead.

YOU CAN GET CREDIT AGAIN

A bankruptey filing remains on your credit reports for up to 10 years. But credit scores can start
to recover soon after you file. It’s possible to get a VA or FHA mortgage two years after a
bankruptcy. Most loans require you to wait at least four years.

People can start to rebuild credit a few months after their bankruptcy case is discharged by
getting secured credit cards, which require a deposit, or credit-builder loans, available from some
credit unions, community banks and online.

THE PROBLEM WITH ANXIETY — OR UNREALISTIC OPTIMISM

Debt often leads to anxiety and depression that makes taking action difficult, Cox says. Many of
his clients arrive at their first meeting with grocery sacks full of unopened bills.

But misplaced optimism can also be a problem. The same hopefulness that causes people to take
on too much debt also can lead them to put off the reckoning, he says.

293

“You always think, ‘Our income’s going to increase, things will be better going forward,”” Cox

says.

Anyone struggling with debt now should consider consulting a bankruptcy atiorney, Doling says.
The first visit is often free, and referrals are available from the National Association of
Consumer Bankruptcy Attorneys. Consulting with an-attorney doesn’t obligate you to file, but it
could help you avoid expensive mistakes if you later decide that’s your best option.

“The people who do much better in bankruptey are the ones who came in and got advice early
on,” Doling says.

This column was provided to The Associated Press by the personal finance website Nerd Wallet.
Liz Weston is a columnist at NerdWallet, a certified financial planner and author of “Your Credit
Score.” Email: lweston@nerdwallet.com. Twitter: @lizweston.
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RELATED LINK:

NerdWallet: When Bankruptcy Is the Best Option http://bit.ly/nerdwallet-bankruptey

When Bankruptcy Is the Best Option

Bankruptcy may make sense if you are unable to repay debts as you cover obligations such as
retirement, food and shelter.

Liz WestonAugust 19, 2020

Many or all of the products featured here are from our partners who compensate us. This may
influence which products we write about and where and how the product appears on a page.
However, this does not influence our evaluations. Our.opinions are our Own.,

Bankruptey isn’t the end of the world. It may even be good for you.
Bankruptey stops collection calls, lawsuits and wage garnishments. It erases debt. And despite

what you’ve heard, bankruptcy may help your credit scores.
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Credit bureaus and scoring experts often say bankruptey is the single worst thing you can do to
your scores. Foreclosures, repossessions, charge-offs, collections — nothing else can drive your
scores down as fast and far as a bankruptey.

But that’s not the whole story. Most people struggle so long with their debt that their credit is
already battered by the time they file for bankruptcy. And once they do, their scores typically
rise, not fall. If the debt is erased — which is known in bankruptcy court as a “discharge” —
SCOTes go Up even more.

“Within a year, you’re way better off,” says Jaromir Nosal, assistant professor of economics at
Boston College, who co-authored a study for the Federal Reserve Bank of New York about the
cifects of bankruptcy. “It’s a pretty rapid rate of recovery.”

Eree tools for fackling debt

NerdWallet helps you stay on top of upcoming payments and understand your debt breakdown.

How much and how soon credit scores can rise

Using data from Equifax credit bureau, researchers at the Federal Reserve Bank of Philadelphia’
found that filers’ Equifax credit scores plunged in the 18 months before filing bankruptcy and
rose steadily afterward,

Among the findings:

s The average credit score for someone who filed Chapter 7, the most common type of
bankruptcy, in 2010 was 538.2 on Equifax’s 280 to 850 range. (Scores in the low 600s
and below are generally considered poor.) By the time the filers’ cases were discharged,
usually within six months, their average score was 620.3.

» The other type of bankruptcy, Chapter 13, requires a three- to five-year repayment plan,
which most people don’t complete. (Half of Chapter 13s filed between 2007 and 2013
were dismissed, and an additional 12 percent were converted to Chapter 7s or other types
of bankruptcy, according to an American Bankrupicy Institute analysis of Justice
Department figures,) Those who did and got a discharge, though, saw their scores rise
from 535.2 to 610.8, the Philadelphia Fed researchers found.

A recent study by FICO, the company that created the leading credit score, found much smaller
gains. Median credit scores for people who filed for bankruptcy between October 2009 and
October 2010 rose from the 550s before they filed to the 560s afterward, says Ethan Dornhelm,
senior director for FICO’s scores and analytics group. (Most FICO scores are on a scale of 300 to
850.)

After two years, 28% of bankruptcy filers had scores of 620 and above. After four years, 48%
had scores of 620 or above, and only 1% scored 700 or above.
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But the FICO study didn’t distinguish between Chapter 7 and Chapter 13, or between people
who got a discharge and those who didn’t. Those with undischarged debt could be skewing the
results. In other words, people with completed bankruptcies could have seen bigger gains than
what’s reflected in the median figures, Dornhelm says.

Saving your credit score is only one reason
Credit scores aren’t the only factor to consider, of course. Some of the others:

An end to collection hell; Nosal’s study found that once people fell seriously behind on their debt
— with at least one account 120 days overdue, for example — their financial troubles tended to
get worse. Balances in collections and the percentage of people with court judgments grew.

By contrast, people who file for bankruptey benefit from its “automatic stay,” which halts almost
all collection efforts, including lawsuits and wage garnishment. If the underlying debt is erased,
the lawsuits and garnishment end.

Freedom from certain debts: Chapter 7 bankruptcy wipes out many kinds of debt, including:

o Credit card debt.

Medical bills.

Personal loans.

Civil judgments (except for fraud).
Past-due rent.

Past-due utility bills.

Business debts.

» Some older tax debts.

Some debts, 4including child support and recent tax debt, can’t be erased in bankruptcy. Student
Joan debt can be, but it’s very rare. But if your most troublesome debt can’t be discharged,
erasing other debts could give you the room you need to repay what remains,

Better access to credit: It can be difficult to get credit right after a bankruptcy. But Nosal’s study
shows people who have completed bankruptcy are more likely to be granted new credit lines
within 18 months than are people who fell 120 days or more overdue at the same time but didn’t
file.

Your credit limits after bankruptcy are likely to be low, however, and your access to credit —
like your credit scores — won’t recover completely until a Chapter 7 bankruptcy drops off your

credit reports after 10 years.

That’s a long time in the penalty box. But let’s dispense with the idea that people facing
bankruptcy are choosing between paying their bills and not paying their bills.

When to stop digging a hole you can't escape
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Most of us feel we have a moral obligation to pay what we owe — if we can. But typically that
ship has sailed by the time people realize they need to consider bankruptcy. They can continue
trying to chip away at debts they may never be able to repay, prolonging the damage to their
credit scores and diverting money they could use to support themselves in retirement. Or they
can recognize an impossible situation, deal with it and move on.

If you can pay your bills, obviously you should. If you’re struggling, check out your options for
debt relief. But bankruptey may be the best option if your consumer debt — the kinds listed
above that can be erased — equals more than half your income, or if it would take you five or
more years to pay off that debt even with extreme austerity measures.

Here’s what you need to know:
You need a bankrupicy attorney: It’s easy to make a mistake in the complicated paperwork, and

an error could cause your case to be dismissed. If that happens, you end up w1th no relief — but
still have credit scores tanked by the bankruptey filing.

Attorneys typically want to be paid upfront: There are some legal aid and pro bono services
available, but they’re often overwhelmed by demand. If you’re really strapped, call the
bankruptey court in your area to find out what resources are available. Your local bar association
may be able fo direct you to attorneys willing to take on some pro bono cases. Otherwise, you’ll
need to scrape up some cash.

Raise cash the smart way: Trim unnecessary expenses, if you still have any. Sell stuff, if you’ve
got anything to sell. If you’re still paying your credit cards and other consumer debt, you could
stop and redirect the money to pay for an attorney. Another option is to borrow from friends and
family. Don’t open new credit accounts to borrow the money, though, since that could be
considered fraud. Working a second job can be problematic if you boost your income above the
median for your area, since that complicates your filing, Discuss your options with an attorney;
many offer a free or low-cost initial consultation.

Don’t wait too long: There’s a misconception that people file bankruptcy at the drop of a hat or
when they still have other options. The reality for most is quite different. Some drain assets, such
as their retirement accounts, that could have been protected from creditors in bankruptcy. People
throw good money after bad until they have no money left to seek relief.

That’s why we advise debtors in over their heads to investigate bankruptcy first,

“The worst thing that can happen is not being able to go bankrupt and not being able to pay,”
Nosal says. “That’s when people really suffer.”

About the author: Liz Weston is a columnist at NerdWallet. She is a Certified Financial Planner
and author of five money books, including *Your Credit Score." Read more

Also in Personal Finance
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