[image: image1.jpg]ﬁ’;commumw LAW
7 1“ SERVICE

| Northampton and County




Student Debt

Recent figures show that students graduating from university in 2009 will leave with an average debt of over £15,700. Tuition fees up to £3,145 per year from September 2009 are likely to mean that this figure will rise steadily. Debt levels vary considerably depending upon the length of your course, where you are studying (as fees vary from one institution to another) and the level of financial support you receive.

As the majority of students are not eligible for grants, and charges are made for tuition fees,

many students now rely on student loans as their main source of income. They are increasingly relying on various forms of credit in order to survive an average three year course.

Expenses whilst you are studying

Whilst being a student budgeting is one of the most important skills you can use. It may be

your first time away from home and the first time you have to be completely responsible for

all your own finances. It is a good idea to work out a budget to include all your income and expenditure while you are studying. 

Choosing a bank account

Most of the major banks offer special accounts for students. Things to consider when choosing a bank account are:

• the amount of any interest-free overdraft you can have;

• the charges and interest on authorised and unauthorised overdrafts and loans;

• how long you can keep using the same account after graduation. Many banks have

the option to move to a graduate account with preferential rates instead, whilst some

may insist on you turning your overdraft into a loan.

Check out what the bank will charge if you go over your overdraft limit. These charges can often be very high.

Student loans

Old ‘mortgage style’ system:

• Student loans were introduced in 1990 to complement the mandatory LEA grant.

These loans are regulated by the Consumer Credit Act 1974 and run by the Student

Loans Company (SLC).

• The interest charged on your loan is linked to the rate of inflation and adjusted in line

with the retail price index. Interest is calculated daily from the day your loan starts

and is added to your account at the end of each month.

• The SLC will write to you in the February after graduation, advising you when to start

making repayments. They will also give you the opportunity to apply to defer

repayments. Unless the SLC agrees to defer repayments they will start collecting

repayments from you in the April of that year. Your repayments can be deferred if

your gross income (before tax and National Insurance) is below 85% of national average

earnings, currently £2,107 per month (£25,936 a year).

You must ask for a new deferral each year. If you are late in applying for a deferral, you may be asked to start making payments.

Repayments are usually made over five years by monthly instalments as a direct debit from your bank account. You will have to agree to this when signing the loan agreement. It is therefore important to keep the SLC informed of your current address and to contact them if you change bank accounts. It is also important to inform the SLC if you leave your course. A

statement is sent out each year by the SLC showing the level of monthly instalments, the

interest rate and the total interest added as well as the current balance. There are options to

repay the loan earlier or to make top-up payments.

• If you do not defer payments and/or payment is missed for whatever reason the SLC will

begin recovery action. The agreement is enforceable by taking you to county court or

can be passed to debt collectors first. It is important to contact the SLC as soon as

possible if you have missed a payment or forgotten to defer in order to avoid court

action. 

From 15 April 2009, the SLC introduced a new system to recover outstanding ‘mortgage style’ loans. The SLC will send you a letter asking you to contact them within 28 days to discuss repayments.
Unless you have deferred payments or are keeping to a payment arrangement, after 28

days your account will be registered with a credit reference agency. The SLC can agree

not to register your details if you have special circumstances.

• If you are disabled there are special repayment and deferment arrangements. If

you can show, that as a result of your disability that you will be permanently disabled, your loan will be cancelled. If you are a disabled borrower and your income is above the deferment threshold you can extend your repayments over ten years.

New ‘income-contingent’ loans:

These were introduced in September 1998 to replace the mortgage style loans and from

September 2006 loans have been available to cover both fees and living costs. The amount of the loan you will receive depends on your year of study, the type of course and the location of your college/university. If you started your course on the mortgage style loan you are likely to continue on the old system.

Income-contingent loans are not regulated by the Consumer Credit Act.

• Interest is linked to the rate of inflation and isadded daily from the date you receive your

first loan instalment.

• Repayments start from the April after you graduate or leave your course if your gross

income exceeds the income threshold. The income threshold is £15,000 or £1,250 per

month or £288 per week. The amount that you pay is 9% of the difference between your

income and the income threshold.

• Your repayments will usually be collected by HM Revenue & Customs via your employer

through the Pay As You Earn scheme (PAYE). If you are self-employed you will repay

through self-assessment tax returns.

• If you are outside the UK tax system you will have to repay the SLC directly.

• Repayments will not be over a fixed period as the level of your repayments will rise or

fall directly in line with your income. This means that the length of time over which the

loan will be repaid will depend on your income after graduation and on the total

amount you borrowed.

• Disability benefits are not counted as income when assessing your threshold income. In

some circumstances, if you are permanently unfit for work, liability for the loan will be

cancelled.

Debts to University and College

You may owe money to your education establishment for a variety of reasons. Debts may include accommodation, rent, tuition fees, hardship loans or library fines. The consequences for non-payment vary depending on the type of debt. Different colleges/universities may have different policies on how they will treat the debts depending on the circumstances.

Many colleges/universities will consider withholding qualifications or prevent you going

on to further studies if you owe money to the university. These policies could be considered

unfair if the money is not owed for fees. You may want to dispute this if you are unable to

come to a repayment arrangement you are happy with. 

Accommodation

Most colleges/universities provide some kind of accommodation for students. The tenancy is often only for one academic year excluding the summer vacation. This payment should be treated as a priority.

Many colleges/universities may be reluctant to evict you for non-payment but they may refuse to offer you accommodation in later years. This means that you need to make an

arrangement to pay back any outstanding debts at a rate you can afford to avoid this happening.

Tuition fees

Student loans are now available to cover the full cost of tuition fees and the Student Loan

Company will make payments directly to the university to cover the cost of fees. Students

who do not apply for a tuition fee loan, or who are ineligible will be required to pay fees. If

tuition fees are owed to your college or university you may not be allowed to progress to your next year of study or your degree certificate could be withheld if you are in your final year. 

Credit debts

Credit debts can include bank loans, overdrafts, credit cards etc. If you are still a student you may have access to an interest-free overdraft. You may be able to negotiate extending the overdraft with the bank or make an arrangement to pay back the overdraft once you have graduated. If you have other credit debts which are not specifically student related you may have to come to an arrangement to pay what you can afford. Student loans and bankruptcy

From 1 September 2004 (for incomecontingent loans after 1998) or 1 July 2004 (mortgage-style loans from 1990 to1998) student loans are no longer provable in bankruptcy. This means they are not written off with your other debts at the end of the bankruptcy.

Utility debts
Many students have problems with utility debts especially if you share bills with other students in a shared house. To avoid these problems it is a good idea to ask for the bill to be put in joint names so that each person named on the bill is jointly responsible. You should also be careful only to pay for the fuel used and not fuel used by previous or future tenants.

Contact your utility supplier with up-to-date meter readings whenever you move into or leave

a property. If you have a utility bill you cannot pay you should contact your utility supplier straight away to see if you can come to an arrangement.

 You cannot be cut off if you fall behind with water bills although your water company can take court action against you if you do not keep up with your payments. 

Credit reference files
edit reference files

The majority of creditors have structured repayment arrangements for student-related

debt once you start earning. As long as the arrangement is kept to there should not be a

problem with your credit rating. If you have credit agreements that are not specific to

students, such as credit cards or store cards, then defaulting on these agreements will affect

your credit rating and ability to obtain credit in the future.

Sources of financial helpf financial help
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Maintenance Grants:

If you are a student from a lower-income family, you may be entitled to a maintenance grant to help with rent and living costs, or a special support grant if you are on certain benefits such as Income Support or Housing Benefit. These grants do not have to be repaid.

Student loans:

Student loans are available to cover both living costs and tuition fees while you are at university.

The amount you get does not depend upon your income or your family’s income.

You can also apply for a maintenance loan to

help with rent and living costs.  How much you get will depend upon your income and that of your family.

Disabled students’ allowances (DSA):

If you are a student with disabilities you may be

eligible for a disabled student allowance, which

can help with the costs you incur in attending

your course.

These are available to full-time and part-time

students with disabilities. Unlike a student loan,

DSA assistance does not have to be repaid. 

Childcare grant:

The childcare grant is money to help you pay for childcare costs while you are a full-time student.

The amount you get will depend on your household income and your actual childcare

costs. To qualify, you must have a dependant child or children in registered or approved

childcare. If you qualify, you can receive up to 85% of your actual childcare costs. You do not

have to pay back this grant.

Adult dependants’ grant:

If you are studying as a full-time student in higher education and have an adult who depends on you financially, you may be entitled to extra financial help. An adult dependant can include a partner or another adult who depends on you financially. This will usually be a member of your family. However, you can’t count your grown-up son or daughter as adult dependants.

Parent’s learning allowance:

If you have dependent children you may be able to claim a parent’s learning allowance for extra help with course-related costs. The amount you get is dependent on your income and that of your children.

Access to learning fund:

This is available through your college to provide extra financial support if you are on a low

income and need extra financial support. Payments will usually be in the form of grants

that do not have to be paid back although occasionally payments will be given as short-term loans.

Career development loans:

If you cannot get help through other sources then you may be able to get a professional and

career development loan (PCDL). A PCDL can be used to fund up to three years’ vocational

training or education and you can borrow between £300 and £10,000. PCDL’s are bank

loans offered at a reduced interest rate, in partnership between the Learning and Skills

Council and participating high street banks.

Other help

Trusts and charities:

There are a number of trusts and charities available who may provide financial assistance to students. Many of these relate to students studying a particular subject or having links to a particular geographical area.

NHS and social work bursaries:

If you are training to work in social work, medicine or certain areas of healthcare, you may be entitled to a bursary from the General Social Care Council or the NHS.

Benefits:

The majority of students do not qualify for means-tested benefits. If you are a student with a disability or a single parent you may qualify for some benefits.

Council Tax:

If you live in a hall of residence or shared house with only students living there, you will be exempt from paying Council Tax. If you live with other people who are not students you may be liable for Council Tax depending upon your circumstances.
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