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Welcome to College 
As you take the educational steps towards your future, the 
Texas Society of CPAs wants to arm you with some finan-
cial know-how to keep your personal finances in shape. 
Your future isn’t just about landing the perfect job, putting 
your skills and experience to good use, and being in-volved 
in your community. It’s also about having a solid financial 
foundation.

College brings tons of new experiences – inside and 
outside of the classroom. This booklet includes just a little 
financial guidance on how to steer clear of possible money 
pitfalls and how to get a little smarter when it comes to 
your dollars. Inside you’ll find tips on a variety of topics, 
including:
• Your paycheck and savings
• Being a savvy shopper
• Understanding taxes
• Creating and using a budget
• Credit cards – the good, the bad, the ugly
• Establishing credit
• Banking
• Understanding and paying off student loans
• Buying and insuring a car
• Renting an apartment or home
• Value of using a CPA

In an effort to stay lean and not compete with your 
heaviest textbooks, we’ve hit the high points in this guide 
and didn’t fill it with too much clutter. 

It’s also important to note that this booklet is meant for 
general guidance only. For specific financial advice tai-
lored to your situation, consult a CPA.

So dig in and get a grip on the basic tools you’ll need to 
handle your financial obligations while putting yourself in a 
position to achieve the goals of your financial future. 
Content adapted from various sources, including
the American Institute of CPAs (www.aipca.org).
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Your Paycheck and Savings
Working a full- or part-time job can be an 
important source of extra income when 
you are in school. It’s easy to just take 
your paycheck to the bank without even 
looking at it. If that’s your regular routine, 
stop now and take a couple
of seconds to look over it.

Were you paid for 
your hours? 

Check to see if you were
paid for the number of
hours you worked. Employers can 
make errors and you definitely 
want to get what’s owed to you.

Check the withholdings 
Your paycheck also will show what was 
withheld from your check. Typically, you’ll 
have federal income, Social Security and 
Medicare taxes withheld. Be sure those 
amounts are consistent with your pay-
check. If you only earned $250 last month 
and your paycheck showed that $200 in 
taxes were withheld, you will probably 
want your employer to double check 
those tax figures. 

Check the address 
If your address appears on your 
paycheck, be sure that’s correct. Your 
employer may mail your tax forms to you 
in January at the address on file and you 
don’t want those going to a wrong 
address. 

Save your paycheck 
It’s a good idea to save all of your pay-
checks until you get your W-2 in Janu-ary. 
It’s the only way you’ll know if your W-2 is 
correct.

Start saving money
Once you start to receive a steady pay-
check, it is important to develop a budget. 
Establish three categories:  essential pur-
chases, savings and discretionary items. 
Essential items may include car insurance, 
gas, telephone bills, or school lunches. 
After establishing essential expenditures, 
set a savings goal, but be sure money is 
left over for fun.

Planning for future purchases can be a 
good learning experience.  For successful 
savings, you should define your financial 
goal and develop a plan for saving to-
ward that goal. Also, it is important to es-
tablish emergency savings for unex-
pected expenses, such as car repairs or 
medical bills.

Be a Savvy Shopper
Stopping at the store for one or two quick 
items can easily turn into a spending 
spree with a basket full of things you may 
not even really “need.” If you feel you may 
be spending too much money on frivo-
lous things, create an expense log show-
ing exactly where your money is going. 
You may not even realize how much 
money is being spent on snacks, enter-
tainment and other activities. Various 
smart phone apps like Mint or Wally, are 
available to help you track your expenses 
and make budgeting easy.
It can be helpful to comparison shop by 
checking prices with different retailers. 
You also can save money by buying 
generic brands or shopping at thrift 
shops. And don’t miss out on the group 
purchase opportunities available through 
various organizations like Groupon and 
Living Social. These organi-zations 
combine the buying power of their 
members 
(membership 
is free) to score
great deals and
discounts on
a variety of
services and
products.  
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Understanding Taxes
Attending college is a good indicator you’ve 
grown up. Filing taxes is another real-world 
wake-up call. If you don’t have a paid job 
and your parents are claiming you as a de-
pendent, there’s no need to file an income 
tax return, unless you have earned invest-
ment income. However, if you have a pay-
ing gig regardless if your parents claim you 
or not, get to know Uncle Sam.

Do you know when to file a tax return and 
where? Do you know what deductions and 
credits you’re eligible to claim? Review this 
list of top tax filing tips to be sure you’re on 
the ball with your tax obligations. 

Filing taxes if you attend school 
outside of your home state 

Your federal return should be filed with the 
IRS based on your permanent address. 
State returns are a different story. Since 
Texas has no state income tax, Texas 
residents don’t file tax returns with the 
state. Out-of-state working students 
attending Texas colleges and universities 
must file state income tax returns in their 
home state. Texas residents who attend 
school and work in a state with a state 
income tax, like Oklahoma, must file a 
return in their school’s state. 

Taxes on your scholarships
You don’t have to pay taxes if your scholar-ships are 
used to cover the cost of tuition and required fees. 
However, any scholarship money used to pay for 
room and board, travel, research, books, supplies, and 
equip-ment is taxable and should be included with 
wages even if scholarships aren’t reflected on the W-2 
form. Scholarships and fellowships received in 
exchange for teaching or research services are 
taxable.  

Tax credits
Besides a diploma, higher education can pay off in the 
form of tax credits. The American Opportunity Tax 
Credit is good for four years of college. You must take 
at least one-half of the courses constituting a normal 
full-time workload to qualify. The American Opportu-
nity Tax Credit offers up to $2,500 in tax savings.

In addition, the Lifetime Learning Credit is a tax 
credit available to students, but you must choose 
between taking either the American Opportunity Tax 
Credit or the Lifetime Learning Credit. Both cannot be 
taken by the same student in a single tax year. The 
Lifetime Learning Credit can be claimed indefinitely 
for the “professional stu-dent” and may total up to 
$2,000 per year. Forty percent of the American 
Opportunity Tax Credit is refundable. The Lifetime 
Learning Credit is not.  Be sure to check irs.gov for 
up-to-date information on these and any other tax 
credits.

recordkeeping 
Keep all your receipts for supplies, fees, 
required equipment, tuition and books, 
complete information on scholarships and 
other financial aid, as well as tran-scripts for 
proof of enrollment. Having or-ganized 
financial records can help cut the time 
needed for tax preparation.

due date
Federal returns are due 
April 15. State filing 
deadlines vary by state. 
Unlike your English class, 
extensions can be granted by 
the IRS. Check irs.gov for ex-
tension details.

Fee to file or free to file 
Millions of eligible taxpayers can use the 
IRS Free File for no-charge online tax 
prepa-ration and electronic filing. If you

plan to complete and file your
own return, visit the IRS

website for free prepara-
tion and electronic filing 
options, including infor-
mation on the Volunteer 
Income Tax Assistance

(VITA) program. 
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Creating a Budget
Does it ever seem like your money just disap-
pears?  Putting together a simple budget –
combined with diligent expense tracking –
will show you exactly where your money is 
going.  A budget is a plan for coordinating in-
come and expenses.  There is no average 
budget to follow – your budget is unique to 
your financial situation.  The type of budget 
that will work for you depends on the savings 
and spending priorities you set.

For many people, the “B” word brings to 
mind unpleasant thoughts of self-denial and 
endless recordkeeping. It doesn’t have to be 
that way. A budget is basically a saving and 
spending plan that can help you reach your 
financial goals like buying a new car or get-
ting your first apartment. 

Setting up a budget
Whether you go the automated route and 
use a smart phone app or stick with the 
pencil and paper approach, the act of 
creating a budget is basically the same. You 
start by listing all sources of monthly 
income. Next, you iden-tify your major 
expense categories. 

Major expenses
Consider fixed monthly expenses such as 
rent, insurance and utilities, as well as your 
more flexible and intermittent expenses like 
food, clothing, gifts, and car repairs. Then, 
grab your pay stubs, checkbook register, and 
debit and credit card statements and begin 
to allocate your expenses to the different 
cate-gories you created.

You are likely to find that some spending is 
hard to reconstruct. Many budget builders 
find that their records reflect only a portion of 

their spending and, for some people, it’s a 
rel-atively small portion. What happens is 
that all those cash outlays for gourmet 
coffees, clothes, movies, video games and 
concerts seem to fall between the cracks.

Track every dime
If you can’t account for a large chunk of your 
income, try for a few months to carry around 
a small notebook and record every dime you 
spend. While spending $1.50 a day on a Dr. 
Pepper may seem trivial, the $547.50 you 
could have at the end of a year if you didn’t 
spend it certainly is not. 

learning to save 
Get in the habit of paying yourself first. In-
stead of paying your bills and saving what is 
left over, if anything, decide how much you 
want to save each month and set it aside 
be-fore you pay other bills.

Good records are important 
It is important that you monitor your budget 
on a regular basis. Once a month, or more 
frequently if you prefer, record and categorize 
the current month’s income and expenses. 
Then take a look at how you have done.

When you compare your income and ex-
penses, if you find that your spending is out-
pacing your income, you may need to rework 
the numbers. Try to squeeze a little out of 
several categories rather than taking a bigger 
chunk out of one. 

It could take several months or more before 
you arrive at a budget you can live with, but 
the key is to be flexible. Budgeting is one of 
those skills that gets better with practice, and 
learning to budget while you’re young will 
serve you well later in life.4
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Budget Template
This budget template might help you get started. 
Take these steps to complete the chart:

- Enter your net income or take-home monthly income.

-Next, enter your fixed expenses, such as car payments and rent.

-Now, enter your flexible expenses, using figures you gathered
from a typical month, such as your phone bill or electricity bill.

-Now, enter your discretionary expenses, such as clothing and
entertainment.

- Finally, enter the amount you put into savings.  This is also a
discretionary expense.

-Now total all of your expenses and your savings and subtract this total from your net income. 
If you have money left over, you may want to use it to increase your savings.

Monthly Monthly Amount
Budget Actual Difference

inCoMe 
(after taxes & other deductions) __________ __________ __________

__________ __________ __________
__________ __________ __________

Job 1 (salary/wages) 
Job 2 (salary/wages) 
Other income __________ __________ __________

INCOME SUBTOTAL __________ __________ __________

Fixed exPenSeS
__________ __________ __________
__________ __________ __________
__________ __________ __________
__________ __________ __________
__________ __________ __________
__________ __________ __________
__________ __________ __________

Housing (rent)
Cell Phone
Water/Garbage
Health Insurance
Car Payment
Car Insurance
Debt Payments (credit cards, 
loans) Other Fixed Expenses __________ __________ __________

oTHer exPenSeS
__________ __________ __________
__________ __________ __________
__________ __________ __________
__________ __________ __________
__________ __________ __________
__________ __________ __________
__________ __________ __________
__________ __________ __________

Savings
Dining Out
Clothes
Furniture
Gifts
Entertainment/Recreation/
Vacation Books/Magazines/
Newspapers Charity
Other  Expenses __________ __________ __________

EXPENSES SUBTOTAL 
(fixed & other) __________ __________ __________

neT inCoMe (income less expenses) __________ __________ __________
5
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Credit Cards: The good, 
the bad, and the ugly 

Often college students are bombarded with 
offers for credit cards. These can seem entic-
ing to students who could use the extra 
spending capabilities. But not all credit cards 
are alike and using credit cards the wrong 
way can have effects on your credit history 
that take years to undo. Heed this advice to 
weed through the offers and make the choice 
that’s right for you and your financial future.

Be aware of teaser rates
Credit card companies sometimes offer low 
introductory interest rates to attract new 
cus-tomers.  These rates typically last for 
only a few months and then jump as high as 
20 per-cent.  It’s important that you carefully 
com-pare offers from several different 
issuers be-fore selecting a card.  

Stick with one credit card
Just because it’s easy to apply for multiple 
cards doesn’t mean you should.  This is espe-
cially tempting when department stores offer 
discounts on purchases if you apply for a 
credit card and pay off only one bill at the end 
of the month.  Besides, applying for multiple 
credit cards can hurt your credit rating.  Also, 
using one credit card to pay off another is a 
dangerous practice that should be avoided.

Pay in full every month
Get in the habit of paying the balance in full 
each month, which means don’t charge more 
than you can pay off at the end of the month.

Pay on time
Send the credit card payment several days in 
advance of the due date to allow for mailing 
time.  Late penalties are costly and some 
companies will increase the interest rate after 
one or two past due payments. Consider pay-
ing online if you have trouble keeping up with 
due dates.

Avoid cash advances
Be aware that the interest rate on cash 
ad-vances can be much higher than the 
rates charged on purchases.

don’t exceed the credit limit
This helps avoid penalties and ensures that 
you will have credit available in the event of a 
true emergency.  A $2,000 credit limit doesn’t 
mean that you can afford to carry a $2,000 
balance.

review statements carefully
Immediately inform the credit card company 
of any discrepancies or errors on your 
monthly statement.

report a lost or stolen card
immediately

Keep a copy of your credit card account 
number and the financial institution’s name 
and customer service telephone number in a 
convenient place in case your card is lost or 
stolen.

6
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Protect personal information
Never provide your credit card number un-
less making a telephone, mail order, or on-
line purchase.  Also, don’t let anyone else 
use your credit card and don’t charge pur-
chases for other people.  Learning how to 
use credit wisely now will help you avoid 
serious credit problems later.

Establishing Credit and
Protecting Your Credit History

If you are trying to establish credit for the 
first time, you’re likely to find yourself in a 
Catch 22 situation: you need credit to 
estab-lish a credit history, but you can’t get 
credit without a credit history. While this 
may seem challenging, it’s not impossible. 

open a bank account
Opening a savings and/or checking account 
is the first step in establishing a financial 
his-tory. Follow the bank’s rules and be sure 
you don’t overdraw your account. While
bank accounts don’t create a
credit file, their very exis-
tence demonstrates that
you have money and
shows you can han-
dle it responsibly.

Put your
apartment and
utilities in your
name

Putting your apart-
ment and utilities in
your name allows
you to establish a reg-
ular payment history un-
der your own name and
Social Security number. Recur-
ring bills, such as rent, utilities and car insur-
ance payments, paid in a timely manner can 
indicate that you are a good credit risk. Keep 
copies of the bills and your canceled checks. 
You might also ask your landlord, utility 
company, or insurance agent to write letters 
on your behalf stating that you have consis-
tently paid your bills on time.

Apply for a charge card
Consider applying for a department store or 
gas credit card. These cards usually carry 
low credit lines and are typically easier to 
obtain. The interest rate may be high, but if 
you pay the entire balance each month, the 
rate won’t matter. Before opening one, ask if 
the lender reports repayment information to 
a recognized credit-reporting agency. Not all

do. Think twice before going with one that 
doesn’t, because you don’t want your efforts 
to establish a credit rating to be wasted.

Consider a secured credit card
Another way to establish credit is through a 
secured credit card. With this method, you 
deposit a specific amount into a special ac-
count and you receive a card with a credit 
limit that equals your deposit. For example, 
if you deposit $1,000, your credit limit will be
$1,000. In effect, you are borrowing against 
your own money and paying interest to do 
so. Although this is not a good financial 
deal, it’s a viable way to establish credit.

Shop carefully for the right card
When you feel you have established a 
record of responsible payments, search 
for cards with low fees and interest rates. 
Be sure to read the fine print regarding 
terms and conditions and take note of the 
late payment penalties. Beware of cards 
that of-fer low introductory interest rates 
and then increase significantly after the 
introductory period. 

Your FiCo score
FICO is an acronym for the Fair

Isaac Corporation, the creators
of the FICO score. The FICO
score takes into account various 
factors in each of these five 
areas to determine credit risk: 
payment history, current level of 
indebtedness, types of credit 
used, length of credit history, 
and new credit.

once you have credit, 
protect it

Once you have a credit card, establish a 
good history by using it responsibly and 
making timely payments. Be sure to allow 
several business days for payments made 
by mail. Also, protect your credit history by 
safeguarding your credit cards. Carry only 
the credit card you expect to use and keep 
others in a safe place. Maintain a list of ac-
count numbers and telephone numbers of 
the companies that issued your cards. This 
way, if the cards are lost or stolen, you can 
notify the companies quickly. Finally, be sure 
to check your credit report at least once a 
year to verify its accuracy. You can do this for 
Free through the Web sites of the three 
largest credit reporting agencies: Experian, 
Equifax and Trans Union.

7
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Types of Accounts
Having a bank account often means having a 
safe place to store your money. There are sev-
eral types of bank accounts. Understanding 
them all can be difficult, as different banking 
institutions may offer a broad range of bank 
account types. However, most bank accounts 
fall into one of five categories. By learning the 
different categories, you can make decipher-
ing the choices easier. 

Checking
A checking account is a bank account that 
uses checks as the primary instrument for 
withdrawing money. With a checking ac-count, 
you can make purchases, pay bills and give or 
loan money to anyone you choose. You can 
also use a check to transfer money from your 
checking account to a bank ac-count at a 
different financial institution. Usu-ally, financial 
institutions allow account hold-ers to make as 
many deposits and withdrawals as they wish. 
Many allow ac-count holders to make 
withdrawals and de-posits through automatic 
teller machines
(ATMs) as well. 

Savings
A savings account is another type of bank 
account that allows the holder to make 
deposits and withdrawals. However, sav-
ings accounts are not as flexible as check-
ing accounts. Often, holders of this type of 
bank account are limited in the number of 
withdrawals and deposits they can make 
each month. Also, savings account holders 
are not able to access their money with 
checks. Many financial institutions allow 
sav-ings account holders to make deposits 
and withdraw funds through an ATM, 
however. 

Money Market
A money market account combines the 
benefits of a checking account and a sav-
ings account. This type of bank account pays 
interest at a higher rate than the rate paid on 
interest-bearing savings and check-ing 
accounts. Often, money market ac-counts 
impose a minimum balance for the account 
to start earning interest. The mini-mum 
required balance on a money market account 
is usually higher than that imposed on a 
checking or savings account. Some banks 
limit the number of transfers you can make 
with a money market account. 

Certificate of deposit (Cd)
A certificate of deposit (CD) is a bank 
account that requires the account holder to 
make a deposit and agree to leave the funds 
in the account for a specific amount of time. 
In re-turn for this agreement, the financial 
institu-tion pays interest to the account. 
Often, the interest paid on a CD is higher

than the rate paid on
other types of

bank accounts.
The account

holder is re-
quired to
keep their
money in 
the ac-
count 
until the
specified

term is
over. How-

ever, some 
financial insti-

tutions allow ac-
count holders to

BA
N

KI
N

G
17566 MoneyMgmt_Layout 1  6/19/12  1:48 PM  Page 8



withdraw interest, without affecting the 
principal. In some cases, account holders 
may be allowed to withdraw their principal 
funds before their CD matures, but a 
penalty is typically charged. 

Basic accounts
Some financial institutions also offer 
basic, no-frills bank accounts. A no-frills 
ac-count may allow you to pay bills and 
cash checks without paying the high fees 
associated with completing such 
transactions without an account. An ac-
count of this type will likely allow for only 
a limited number of checks, deposits and 
withdrawals to be processed in any given 
month. In most cases, interest is not paid 
on a no-frills account.

Setting Up an Account
Now that you know what type of accounts 
work best for you, it’s time to open an ac-
count and get started. 

Choose an institution 
Be sure to choose a bank or credit union 
where you have easy access to and that 
offers a variety of free ATM access in differ-
ent locations. Shop around because many 
banks offer free checking accounts with no 
minimum balance (especially credit 
unions). Look on their websites and it’ll save
you lots of time and leg work. 

Go to the bank or their
website 

The easiest way to get 
this done is find the 
institu-tion’s website. Try 
search-ing on Google. The 
ad-vantage of opening a 
bank account online is 
that you can do it at any 
hour, anywhere. How-ever, 
if you only want to open a 
bank account in person, 
you can just show up at 
the branch during 
business hours. 

Pick the product you want 
Any financial institution will have a variety 
of account types and services that you 
can mix and match. Pick the one that has 
the mix that is right for you. On a website, 
you may have to drill down to the product 
that is right for you. If you open bank 
accounts in person, you can just chat with 
a banker who will help you open the best 
account for your needs. 

Provide your information 
In order to open an account, you must pro-
vide some information to the bank. They do 
not open bank accounts without certain de-

tails about you. This is to protect
them against risk and comply

with a variety of regula-
tions. You’ll need to pro-

vide simple details like 
your name and birth-

day, as well as identifi-
cation numbers (most 
likely your Social Secu-

rity Number). You may 
also need to provide a

government ID or driver's 
license number. 

Agree to terms 
You’ll have to agree to abide by certain rules 
and accept responsibility for certain 
actions. When you open bank accounts, 
you form a relationship based on a very 
touchy subject – your money. Therefore 
you should know what you’re getting into.

Print, sign and mail (if applicable) 
If you open bank accounts in person, this 
step does not apply. If you are opening an 
account online, you’ll probably have to print,

sign and mail a document to
the bank before the ac-

count is opened.
Some banks may

use electronic
disclosure and

consent that
is legally
binding.
Now, you’ll 
just need
to wait a
few days 
to a few 

weeks for
the bank to

process
your paper-

work. Then,
they will mail

you anything you
need for the account 

such as checkbooks and 
debit cards.
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Balancing Your Checkbook

Balancing your checkbook is one of the most 
basic habits for good money management. 
You should balance your checkbook monthly 
to verify that your records match the bank’s 
records. Although your bank processes thou-
sands of transactions accurately, it can make 
mistakes and you typically have only 60 days 
in which to inform the bank of the error. 
There’s also the likely possibility that you 
made a math error in your checkbook regis-
ter, which you wouldn’t find unless you bal-
ance your checkbook each month. 
If you make a mistake or forget to post an ATM 
withdrawal, debit card purchase, or other 
transaction in your checkbook register, you 
may start bouncing checks and incurring fees, 
which are often $25 or more for each returned 
check. If you don’t correct the problem quickly, 
you can often incur a number of fees. 
Here’s a step-by-step guide to balancing your 
checkbook.

What you need:
• Your most recent bank statement and/or 

cancelled checks
• Your checkbook register
• A calculator, pencil and paper

Step 1: reconcile your checks
Determine if there are checks that haven’t 
cleared the bank. Sort your cancelled checks 
in check number order, or use the listing of 
your cleared checks in numerical order 
shown on your statement. In your checkbook 
register, check off each cancelled check re-
turned to you or each check that appears on 
the check listing, making sure the amount 
you recorded is the amount the bank shows.

Step 2: reconcile your deposits
Make sure each deposit shown on your bank 
statement is recorded in your check register. 
Also, go through your deposit slips, paycheck 
stubs, etc. and make sure the bank 
statement shows all the deposits you made. 
Check off the deposits in your check register 
as you did for checks.

Step 3: reconcile your ATM withdrawals
and debit card purchases

Go through the same process with your ATM 
withdrawals or debit card purchases, check-
ing off each transaction on the bank state-
ment in your check register. If the bank shows 
transactions that aren’t included in your 
check register, record them now.

Step 4: record interest earned 
and bank fees

Check your bank statement for any other fees 
and record them in your checkbook register. 
Also record any interest earned in your 
checkbook register.

Step 5: list outstanding checks
Now go through your checkbook register and 
list your outstanding checks (the checks that 
you did not check off in your check register 
as having cleared the bank), as well as any 
outstanding debit purchases or ATM with-
drawals that have not yet cleared the bank. 
Total the outstanding checks, debits and ATM 
withdrawals.

Step 6: list outstanding deposits
Go through your checkbook register and list 
the outstanding deposits (the deposits that 
you did not check off in your check register 
as having cleared the bank). Total the out-
standing deposits.

Step 7: record your bank’s 
ending balance

On one line, enter the ending balance shown 
on your bank statement.

Step 8: enter outstanding deposits
On the next line, enter the total outstanding 
deposits from step 6.

Step 9: enter outstanding checks
On the next line, enter the total outstanding 
checks from step 5.

Step 10: Calculate your balance
Use a calculator to total the three lines from 
steps 7-9. Add the outstanding deposits and 
subtract the outstanding checks. The total 
should equal the balance shown in your 
checkbook register. If it doesn’t, check for 
math errors in your checkbook register, such 
as reversed numbers (e.g., $53 instead of 
$35), subtracting a deposit instead of adding 
it, adding a check written instead of 
subtracting it, automatic payments that you 
forgot to record, etc.

10
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Understanding Student Loans
If you’re like millions of other college stu-
dents, you’ve taken out student loans to pay 
for college. The average American student 
owes about $37,172 after graduation. 

You gotta pay ‘em back 
Some college grads operate under the delu-
sion that they won’t pay back their student 
loans. Big mistake. Student loan lenders re-
port to the credit bureaus, just like other 
lenders, and you don’t want to screw up 
your credit with missed or late payments. 

Know who you’re paying 
It’s sometimes tricky to figure out who you 
owe and how much you’re supposed to pay 
them. Generally, your lender and/or your 
school’s financial aid office will send you 
notices that tell you the type of loan, how 
much you owe and the name of your lender. 

Calculate your total debt 
It may be depressing, but it’s important 
to know how much you borrowed over 
the past few years. Look at those 
lender notices and
add up how much
you borrowed and
how much you’re ex-
pected to pay back. 

After graduation
You’ll have about six
months after graduation
before you have to begin
making payments on your
student loans. After that, you’ll
generally have to pay at least
$50 per month until you’ve paid
off your loan and your interest.
There is no penalty for paying your
loan off early, so you can pay more than the 
minimum payment each month and pay 
them off faster.

Strategies for Paying 
Off Student Loans 
After Graduation

Lenders offer various repayment plans that 
reflect the borrower’s ability to manage his 
or her financial responsibility. The original 
repayment plan, or standard repayment 
plan, calls for making equal payments over 
a 10-year period. Graduated repayment 
plans start out with low payments that 
gradually increase throughout the life of the 
loan.  

Sometimes a lender will offer an extended 
repayment option in which the time granted 
to pay off the loan could be extended to 30 
years. A small number of lenders offer an in-
come-sensitive repayment plan where your 
payments are directly proportional to in-
creases or decreases in your annual income. 
Loan consolidation, although technically not 
a repayment option, allows you to combine 
several student loans into one loan. In addi-
tion to the convenience of only writing one 
check each month, you sometimes have the 
luxury of receiving a lower interest rate.

Inquire with your lender about the differ-ent 
payment methods available as well as any 
special discounts. Some lenders may of-fer 
a slightly lower interest rate if you allow 
them to automatically deduct your payment 
from a checking account. Whatever you do, 
don’t fall victim to the costly monthly mini-
mum payment trap. Accelerating your re-
payment plan can save you hundreds if not 
thousands of dollars in interest. 

You should start your 
repayment deci-
sion process by 
determining the 

amount of discre-
tionary income 
that you have to 
put toward your 
student loan each 
month. Construct

a budget to track 
your monthly in-

come and expenses. 
Look at your income

and expenses. Could
you increase your income

in the short-term by taking on 
a second part-time job? Are there 
discretionary expenses you can cut for now, 
such as entertainment and luxuries? It’s al-
ways possible to live on a tighter budget if 
you are willing to make certain sacrifices. 
You are always allowed to prepay the princi-
pal of student loans, partially or in full, with-
out penalty. Any money you save through 
careful budgeting can be applied toward the 
principal of the loan, shortening the overall 
repayment term in addition to reducing in-
terest charges.  

The most important note on student 
loans: don’t miss payments and don’t de-
fault.  It can seriously impact your ability to 
make a major purchase later – like a home 
or car.

11
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The Process
Buying your first car is probably the first big 
fi-nancial commitment most young people 
make. It’s easy to get carried away in the mo-
ment and purchase a car that won’t fit your 
long-term needs or is too expensive for your 
current budget. 

Before you buy 
Make a list of things that are important to 
you. Do you need a two-door or a four-door? 
If you have to drive 100 miles round-trip to 
work every day, you don’t want to buy a gas-
guzzler. Ask your friends and relatives about 
their cars. What do they like about their cur-
rent car? What do they wish was different? 

Look at your budget. How much can you 
spend on a car payment each month? You 
don’t want to overlook the automobile main-
tenance costs either. How much will it cost 
you to change the oil and make repairs when 
needed?

insurance 
Research the cost of insurance before you 
make your final decision. It’s going to cost 
more to insure a sports car than a compact. 
Ask your insurance company to give you an 
estimate for the cost of insurance for your 
top choice of cars. 

Financing 
You may not be able to pay 
cash for your car, so it’s im-
portant to understand your 
financing options. You can 
finance your car through 
your bank, credit union, the 
dealership, or other lenders. 
Check the interest rate on 
any financing options. Credit 
unions often have lower in-
terest rates than banks. You 
also may want to take a look 
at any special financing op-
tions offered by the dealer-
ship. 

The negotiation 
Negotiation is part of buying 
a car. For many car dealers, 
the price on the car’s win-
dow sticker is just the start-
ing point. Try and negotiate a 
reduced price on the car 
you’re purchasing, as well as 
an increase in the value of 
your trade-in. Know the value 
of your trade-in before you 
begin negotiating by looking 
it up in the Kelly Blue

Book or at Edmunds.com. Don’t be afraid to 
shop around. Visit several dealerships and 
see where you can get the best deal. 

Stop and think
It’s a big decision and you want to be sure 
you’re making the right one. The car prob-
ably isn’t going anywhere, so it’s okay to 
take a night and think things over. Make 
sure the car you’re trying to buy is really the 
right one for you.

What You Need to Know
About Auto Insurance

Love your car or hate it – it doesn’t matter. It’s 
crucial to ferrying you and your friends around 
campus. So what do you need to know when 
it comes to buying insurance for your ride? 

Make sure you understand the
coverage you’re buying 

An auto insurance policy actually includes a 
number of different types of coverage, such 
as liability, comprehensive and collision 
insur-ance.
Liability insurance covers injuries to other 
people, including medical bills related to bod-
ily injury and lost wages. It also pays for the
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repair or replacement of property, other 
than your own, damaged in an accident. Li-
ability coverage is often quoted in a series 
of three numbers, representing thousands 
of dollars of coverage, such as 30/60/25. 
The first number represents the bodily 
injury lia-bility maximum for one person 
injured in an accident; the second number is 
the bodily injury liability maximum for all 
injuries in the accident; and the third 
number is the prop-erty damage liability 
maximum for an acci-dent. 

Individual states establish the required 
minimum level of auto liability insurance. 
The minimum liability insurance required by 
Texas law is $30,000 bodily injury per per-
son, $60,000 bodily injury per accident and
$25,000 for property damage per accident. 

Comprehensive and collision insurance 
cover damage to your car due to fire, flood, 
theft, or collision. The medical insurance 
component pays all or a portion of the 
medical expenses for injuries to you and 
other riders in the car. 

A higher deductible can mean lower
premiums but more risk 

Your auto insurance deductible repre-
sents the amount of the loss you 
must absorb before the insurer 
makes a payout. If you are
willing to accept a higher 
deductible, you will pay
lower premiums since
you are able to absorb
the cost of small losses
and rely on the insur-
ance company only to
cover the larger losses. 

drop collision and
comprehensive
coverage on older cars 

It may not be cost effective
to have collision or compre-
hensive coverage on older cars.
The amount the insurer would pay
for the car’s repair or replacement would be 
relatively small even if the vehicle were se-
verely damaged in an accident. 

Choose your car wisely 
The cost of your car and its make and 
model will affect your insurance premiums. 
Cars that are expensive to buy and to repair, 
or that are favorite targets for thieves, are 
more costly to insure. This is particularly 
true of sports cars and other high-
performance vehicles. Call your insurance 
carrier to check on the cost of coverage for 
a car you are considering buying.

How do companies decide what kind
of risk i might pose for an accident?

Each company evaluates risk differently. All 
companies generally use some type of for-
mula that considers a variety of “risk 
factors.” These factors include:

Driving history. If you´ve previously caused 
an accident, an insurance company might 
reasonably assume that you could cause 
another accident in the future. Com-panies 
also will consider whether you´ve gotten any 
speeding tickets or other moving violations. 
If you have accidents or tickets on your 
driving record, you will pay more for 
insurance. If you have multiple accidents or 
tickets, some companies may refuse to sell 
you a policy. 

Age. Statistics show that young, inexperi-
enced drivers are more likely to cause acci-
dents. As a result, younger drivers, especially 
teenagers, pay higher rates for auto insur-
ance. Insurance rates for good drivers gener-
ally drop considerably after age 25. 

Gender. At younger ages, male drivers are 
statistically more likely to be involved in an

auto accident than female drivers
are. Therefore, younger male

drivers tend to pay higher
rates. After age 30, the

accident risk of male
and female drivers is
generally consid-
ered equal.

Lifestyle. People 
who are married

or have children 
tend to be in-
volved in fewer ac-
cidents and gener-

ally pay lower rates. 
Credit history. Sta-

tistics show that drivers 
with poor credit histories

t  end to have more accident
 claims than drivers with good
credit. Many, but not all, insurers use credit 
scores to help determine a driver´s accident 
risk. If you haven´t had time to develop a 
credit history because of your age, insur-ance 
companies generally won´t count your lack 
of history against you. However, most 
companies will consider your credit history in 
the future when you renew a policy or 
change companies. Therefore, maintaining a 
good credit history by paying your bills on 
time and avoiding excess debt can result in 
lower auto insurance rates.

13
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Understanding the Lease
Never sign a lease without reading it carefully 
and understanding the
terms. Signing a lease without
taking the time to read or under-
stand the terms can jeopardize
your rights and responsibilities
with your future landlord and
can get you into financial trou-
ble. Leases are designed to pro-
tect your rights as a tenant and
the owner’s/manager’s rights as a landlord. 
All leases should contain basically the same 
information and
once signed, they are binding, legal contracts 
that are enforced by law. Leases are required 
to follow the state’s rental laws, but can vary 
in what they permit you and your landlord to 
do or not do. Follow-ing are several essential 
points you can ex-pect to find in a lease. 

landlord information
Most landlords are individual owners or 
from a property management company. 
Either way, the lease should specifically 
identify the landlord and how to contact 
them. 

Tenant names
Include the names of all roommates on the 
lease because only those people listed on the 
lease are covered by the terms. Failing to list a 
roommate leaves you responsible for every-
thing – late fees, terminating the lease, dam-
ages to the property, etc. 

Apartment address
Your lease should include both the street ad-
dress and the exact number of the apartment 
you agree to rent. Do not sign unless the cor-
rect apartment number is included; other-
wise, you could be held responsible for some-
one else’s apartment. 

rent
The lease should indicate the exact amount 
of rent and how often it is paid. Be sure it in-
cludes information on late fees, how fees 
are assessed, how rent must be paid and 
any other conditions for paying your rent. 

Additional fees
Landlords may charge additional fees for cer-
tain services, such as replacing a key, allowing 
pets, carports and so forth. All fees should be 
included in the lease along with the terms for 
paying them. 

Services paid by the landlord
If the landlord is paying for water or any other

utilities, be sure it is clearly stated
in the lease. 

Security deposit
A security deposit rep-
resents money the

landlord can use for 
cleaning fees or re-

pairs to the apart-
ment when you 
move out. The 
amount of the secu-

rity deposit should be 
stated in the lease,

along with any possible 
deductions subtracted

and how the balance will be 
returned to you. 

Policies
If pets are not allowed on the premises, if 
chil-dren can only visit during specific hours, 
or if waterbeds are not allowed, these 
provisions should be stated somewhere in 
the lease. Other potential stipulations that 
should be clearly stated include policies 
about painting, wallpapering, hanging 
pictures, or making any other changes to the 
apartment. If some-thing is not stated, be 
sure you get a written addendum (an 
additional agreement) before making 
alterations to the apartment. Your
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lease may address visitors and how long 
they can stay. Policies on repairs, subletting, 
rental insurance and other requirements 
should be listed in the lease. 

You have every right to ask the landlord to 
put anything in writing that is not included in 
your lease. Be very cautious if they agree to 
something verbally, but not in writing. If the 
landlord agrees to any exceptions in the 
lease, you must have it in writing to be en-
forced. If you are unhappy with any terms of 
the lease, or know that you will not be able to 
keep them, do not sign. 

Many landlords will ask you to inspect your 
apartment before you move in and make 
note of any needed damages or repairs. Be 
sure you do a thorough inspection and re-
port anything that needs work as requested. 
Otherwise, you may be held responsible for 
damages. 

lease start date and lease end date
The start date is the first day of your
lease and the day you assume respon-
sibility for the apartment. The end
date is the last day of your lease and
the day you need to vacate the prem-
ises or sign a new lease. If you sign a 
month-to-month rental agreement, it 
should indicate when the lease begins and 
how much notice you must give be-fore 
terminating the agreement and mov-ing 
out. Also, be sure you understand the 
terms for terminating a lease before the 
end date. Early termination generally 
requires some kind of penalty. 

With a regular lease, landlords must go 
through a formal eviction process to re-
quire you to move. However, with a 
month-to-month agreement, the land-lord 
can ask you to move at any time as stated 
in the agreement. 

landlord’s right of entry
This section of your lease will explain the 
conditions under which a landlord may 
legally enter your apartment, whether or not 
your permission is required, how much no-
tice you must be given and any other 
specific details. In emergency situations, 
most states give landlords the right to enter 
your apart-ment without notice; however, 
the more in-formation you have in advance, 
the better. 

everyone’s signatures
Everyone named in the lease must sign the 
lease for it to be legally binding. The lease is 
not valid if only the tenants or the landlord 
signs it. If more than one tenant’s name is 
listed, everyone needs to sign the lease; oth-
erwise, those who sign will be held liable for 
all terms of the lease. 

Importance of 
Renter’s Insurance

You worked hard to buy your big screen TV
and surround sound system and you don’t
want to have to pay to replace them if
someone breaks into your apartment. That’s
why you need renter’s insurance. 

What it covers 
Renter’s insurance covers your personal
property in case of fire, lightning, wind-
storm, hail, explosion, theft, vandalism
and a host of other perils. Generally, how-
ever, renter’s insurance does not cover
floods and earthquakes. 

replacement cost
coverage vs. actual

cash value 
You’ll want to
check and be
sure your policy 
is for replace-
ment cost cov-
erage, not ac-
tual cash value.

Replacement
cost coverage

means the insur-
ance company will 

give you $200 (minus
your deductible) to re-place 

your TV, instead of just giving you what 
your old was worth. If you bought a$500 
TV two years ago, it’s not worth
$500 anymore. Yet replacing it would mean 
shelling out $500. 

The premiums for replacement cost cov-
erage will cost more than actual cash value 
coverage, but the additional money will be 
well worth it if you actually suffer a loss. 

riders for the big stuff 
If you have a lot of electronics or other really 
expensive items, you’ll probably want to take 
out a separate rider. Check with your agent 
before purchasing the policy to be sure that it 
covers all of your belongings. 

What you’ll have to pay
How much you have to pay for renter’s in-
surance depends on where you live, the de-
ductible amount, the individual insurance 
company and whether you need any addi-
tional coverage. It typically runs between
$150 and $300 a year, a pretty small price to 
pay for peace of mind.

15
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The Value of Using a CPA
Certified Public Accountants (CPAs) act as 
ad-visers to individuals, businesses, financial 
insti-tutions, nonprofit organizations and 
govern-ment agencies on a wide range of 
financial matters. Today, many individuals 
and busi-nesses turn to CPAs for help with 
tax prepara-tion, personal financial planning, 
auditing services and advice on developing 
effective accounting systems.

What can a CPA do for you?
CPAs are business and financial strategists 
who help chart the paths of businesses and 
individuals. Individuals turn to their CPAs for 
tax and financial planning services, invest-
ment advice, estate planning and more.

Businesses are tapping CPAs to not only 
manage finances and taxes, but also to deter-
mine profitable new product lines, help diver-
sify investments and provide a variety of 
other consulting and business services. 

CPA vs. non-CPA
Many people do not know how a CPA is 
different from a bookkeeper or tax pre-parer. 
The CPA designation is one of the most 
widely recognized and highly trusted 
professional designations in the business 
world. CPAs are distinguished from other 
finance professionals by stringent qualifi-
cation and licensing requirements. 
Individuals have worked hard to obtain the 
CPA designation and they are committed to 
working even harder to deliver the value that 
it conveys.

How do i choose a CPA?
When looking for a CPA, consider the 
following:

• Ask your lawyer, banker, insurance 
agent, or investment adviser for 
recommendations. Speak with colleagues, 
friends and family about CPAs they know and 
trust.

• Develop some of your own plans and 
objectives before you talk with a CPA. Gather 
information about personal financial deci-
sions under consideration so you can ask 
specific questions.

• Make sure the CPA is licensed to prac-
tice in Texas.

• Ask what professional organizations 
the CPA belongs to and how active he or she is 
in those organizations. Many of these 
organiza-tions require adherence to technical 
and pro-fessional standards, thereby helping 
to ensure the quality of a CPA’s services.

How can you get the most value 
from a CPA’s services?

When it comes to working with a CPA, you are 
in control. There are a variety of things you can 
do to get the most value out of your time and 
money spent with a CPA. 

Before you even contact a CPA, be prepared 
with your goals and objectives of what you 
want the CPA to do for you. Have a list of 
questions and a clear idea of what you want to 
accomplish. 

Prior to meeting with a CPA, gather all the 
documents and information you think you 
may need - past tax returns, financial state-
ments, investment documents, business 
plans - and take this information with you to 
the first meeting.

Keep your CPA up-to-date on what’s hap-
pening in your life. You’d be surprised what 
life experiences can have a significant impact 
on your tax liability and personal financial 
goals.16
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Career Options
in Accounting

Being a CPA opens 
the door to a variety 
of careers.  The fol-
lowing are a few ex-
amples.

Public Practice 
You can work for
yourself, for a large
multinational firm or
for some size business
in between. As a pub-
lic practitioner, you
advise individual and
business clients as an objective outsider. 

CPAs in public practice are out and about 
meeting with clients on-site and marketing 
their firm’s services. Here are some of the 
specialty areas for CPAs in public practice: 

• Audit – CPAs examine clients’ financial 
statements, provide advice on internal con-
trol systems and assist with reports for the 
Securities and Exchange Commission 
(SEC) and other regulatory agencies.

• Tax – CPAs help their clients comply with 
tax laws, provide consultation for tax plan-
ning and represent their clients before the 
Internal Revenue Service (IRS).

• Management – CPAs provide advice on in-
formation technology services, production 
and marketing techniques, and improving 
overall operating procedures.

industry 
Restaurant chains. Sports teams. Banks. 
Non-profits. If a company makes money 
and spends money, it’s likely there’s a CPA 
on board. CPAs employed in industry are 
re-sponsible for developing, producing and 
an-alyzing data useful for making business 
de-cisions and for reporting to internal and 
external interested parties. Industry CPAs 
re-port on past operations, interpret results 
for management and forecast future 
financial results and capital requirements. 
If you’re a CPA in industry, you may bear 
the title of controller or chief financial 
officer (CFO). 

education 
Educators are needed to pass knowledge on 
to future generations, accounting educators 
included. CPAs hold faculty positions in the 
academic world, working for community 
colleges and four-year universities. 

Government 
CPAs work for government 
agencies at the local, state and 
national level. Governmental or-
ganizations must have accurate 
data in meaningful form to eval-
uate the financial results of their 
activities and plan for the future. 

Passionate about recycling?
Consider a CPA career in the 
Environmental Protection 
Agency. Love to read? How 
about being a CPA for the Li-
brary of Congress? 

There are lots of government 
agencies like the U.S. Navy, the

FBI and NASA with CPAs on 
staff. The Department of the Treasury and 
the Department of Defense employ the 
most accountants. 

Specialty areas 
• Consulting Services – CPAs give objective 

advice and assistance to individuals, busi-
nesses, financial institutions, non-profit or-
ganizations and government agencies.

• Information Technology (IT) Services – If 
you’re good with computers and enjoy the 
latest electronic gizmos, think about be-
coming a CPA who implements advanced 
systems to fit an organization’s needs.

• Forensic Accounting – Is sleuthing your 
strong suit? If so, you can be a CPA who 
searches for evidence of criminal miscon-
duct. Also known as investigative account-
ing or fraud auditing.

• Environmental Accounting – CPAs con-duct 
compliance audits and design preven-tive 
systems to ensure compliance.

• International Accounting – If you’re a jet-
setter, pack your bags. CPAs with an under-
standing and mastery of international trade 
laws and regulations are in great demand in 
today’s global economy.

• Tax and Financial Planning – CPAs help 
clients save for goals like retirement and 
their chil-
dren’s college
educations, as 
well as tax 
planning and 
mergers and
acquisitions. 

17

looking for more information 
about a career in accounting? 
Explore these online resources to 
chart your career and take the first 
steps.

Start Here. Go Places. –
www.startheregoplaces.com

This Way to CPA – 
www.thiswaytocpa.com

CA
RE

ER
 O

PT
IO

N
S

IN
 A

CC
O

UN
TI

N
G

17566 MoneyMgmt_Layout 1  6/19/12  1:48 PM  Page 17



14651 dallas Parkway, Suite 700

dallas, Texas 75254-7408

972.687.8500  800.428.0272

www.tscpa.org
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