	PERSONAL FINANCE
LOAN DEFAULT: WHAT HAPPENS WHEN YOU CAN'T PAY
 ANSWER KEY   EXIT TICKET - ANSWER KEY



	1.
	What is the difference between DELINQUENCY and DEFAULT?



	A. They mean exactly the same thing

	

	B. Delinquency is being late on a payment; default is being so far behind the lender treats the loan as broken ✓

	

	C. Default comes first, then delinquency

	

	D. Delinquency means the loan is paid off



	2.
	Which step comes LAST on the default timeline?



	A. Being 30 days late
	B. A charge-off

	
	

	C. Wage garnishment ✓
	D. Making an on-time payment



	3.
	What is the BEST thing to do when you know you can't make a loan payment?



	A. Call the lender right away and ask about a deferment, hardship plan, or refinance ✓

	

	B. Ignore the bills until they stop coming

	

	C. Wait for the debt to reach collections

	

	D. Stop checking your credit report



QUICK WRITE
Open Response
In 2-3 sentences, explain what happens on the default timeline after a borrower like Devon stops paying, and name one option a borrower has BEFORE default to stop the slide. Use the words 'delinquency,' 'default,' and 'collections' in your answer.

	
	RUBRIC (4 points): (1) describes the default timeline after the borrower stops paying (delinquency -> default -> charge-off/collections -> judgment -> wage garnishment); (2) names one option BEFORE default (call the lender, deferment, hardship plan, or refinance); (3) correctly uses delinquency and default as different stages; (4) uses the words "delinquency," "default," and "collections." SAMPLE 4-POINT RESPONSE: "After Devon stops paying, the account moves from DELINQUENCY (being 30, 60, 90 days late) into DEFAULT, then the lender charges it off and sends it to COLLECTIONS, and the creditor can sue and garnish wages. Devon could have stopped this by calling the lender early to ask for a deferment or hardship plan." Deduct 1 point per missing element.


ANSWERS
	1.
	B

	2.
	C

	3.
	A
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	If you enjoyed this product, please do not forget to rate and review to assist other teachers.



	
	Looking for future discounts? Earn TPT credits by reviewing purchased products.



Please contact me if you have any issues with this product. Just like our students, I am always looking for opportunities to grow.
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