
CHAPTER 17

FINANCIAL MAN AGEMENT AND STRESS
MANAGEMENT

You may wonder why this chapter is titled
“Financial Management and Stress Management,” or
why financial management and stressmanagement are
covered in the same chapter. Although there are many
causesof stress, oneprimary causeof stress in families
is not having enough money to meet needs. This cause
of stress can result in spouse and child abuse, which is
not acceptablebehavior . Al l commandshave a Family
Advocacy Program (FAP) to help families undergoing
stress.

Many commands provide financial counselors to
advise Sailors in financial diff iculties. Family service
centers or your leading petty off icer (LPO) are some
examplesof who you can seek for financial counseling.
TheNaval Military Personnel Manual section 62 offers
some good advice to all paygrades.

MILI TARY PAY SYSTEM

Learning Objectives: When you finish this chapter,
you will be able to—

• Identify the various types of military pay, the
Leaveand Earnings Statement, and the method
used to deposit military pay.

• Recognize the responsibilities of making sure
that pay and earnings statements are correct.

• Identify liberty and leave and recognize their
differences.

The military pay system affects you directly. The
amount you receive every payday is determined by the
military pay system. Therefore, youshouldhave abasic
understanding of the difference between pay and
allowances and the different types of pay and
allowances. You should also understand a littl e about
allotments and government insurance.

In thissection, youwil l learnabout thebasicsof the
military pay system. The pay system is very complex
and pay and allowances are subject to change. If you
need specific information about your pay, you should
consult your disbursing off ice.

PAY

Pay ismoneypaid to you for servicesrendered. All
pay is taxable as income. The Navy has three types of
pay:

1. Basic pay

2. Incentive pay

3. Special pay

You may receive all three types of pay if you are
qualified, or you may receive only basic pay.

Navy personnel paychecks are deposited
automatically into their checkingor savingsaccount via
theDirect Deposit System(DDS). Toget paid, youmust
open up a savings or checking account.

Basic Pay

Basic pay is the pay you receive based upon your
paygrade and your length of service. Al l people on
active duty in the Navy receive basic pay.

Navy personnel receive longevity (length of
service) raises after 2, 3, and 4 years of service. After
that, theygenerally receive alongevity raisefor every 2
years of service. Personnel in paygrades E-1 and E-2
don’t receive longevity raises. An E-3 doesn’t receive
longevity raises after 4 years of service. Length of
service for pay purposes includes active-duty and
inactive Reserve time, former service (if you have a
broken-service enlistment), and service in other
branches of the U.S. armed forces.
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Incentive Pay

Incentivepay ispay you receive for certain typesof
duty. These types of duty are usually considered
hazardous. Therefore, incentive pay is sometimes
referred to ashazardous duty pay. Duty for which you
may receive incentive pay includes aviation duty,
submarine duty, parachute duty, flight deck duty,
demolition duty, and experimental stress duty.

You receive incentive pay based on the following
guidelines:

• You may receive a maximum of two incentive
pays if you meet therequirements for morethan
one.

• You may not receive incentive pay if you receive
special pay for diving duty. (Special pay is
covered next.)

• You receive the same basic rate of pay for all
types of incentive pay with the exception of
aviation duty and submarine duty pay, which
vary according to your paygrade and longevity.

Special Pay

Special pay is pay for special circumstances, such
as reenlistment or a particular type of duty. Duty for
which you may receive special pay includes foreign
duty, sea duty, medical duty, special assignment duty,
hostile fireduty, and diving duty. You may also receive
special pay in theformof aselectivereenlistment bonus
(SRB).

ALL OWANCES

An allowanceismoneyused to reimburseyou (pay
you back) for expenses necessary for you to perform
your job. Because they are reimbursements for
expenses, allowances are not taxable as income. You
receive allowances for expenses, such as clothing,
quarters, and food. Youmay alsoreceiveallowancesfor
various other expenses.

Clothing All owance

Enlisted members of the Navy, including Naval
Reservistson extended active duty, normally receive an

initial allowance for uniforms. You may receive a
clothing allowance by two methods.

1. You may receive a reimbursement of cash for
your purchases of the uniforms and uniform
accessories required for your paygrade.

2. You may receive issuesof clothing equal to the
cash value of your allowance.

Following an initial 6-month active-duty period,
you are entitled to receive an annual clothing
maintenance al lowance. The purpose of the
maintenance allowance is to provide you with cash for
thepurchaseof replacement clothingor for therepair of
clothing.

Basic Allowance for Subsistence

Entitlement to a basic allowance for subsistence
(BAS) depends on your status and the availability of a
government mess. Enlisted members are entitled to a
daily ration in kind. Each enlisted member receives a
daily ration in kind in theform of threemeals aday in a
government mess. An enlisted member may receive a
daily subsistenceallowancefor each day agovernment
mess is not available or not used.

Normally, entitlement to BAS depends on the
conditionsat your permanent duty station. If thestation
doesn’t have agovernment mess, you are entitled to
BAS. If the station has agovernment mess but you are
authorized to mess separately, you are entitled to
separate rations (RATS SEP). When authorized BAS,
you receive theapplicableratefor each calendar day of
themonthfor whichyoudon’t receive arationinkind.

If you are authorized to mess separately, are
receiving RATS SEP, and your duties prevent you from
purchasing certain meals in a government mess, you
are entitled to a supplemental BAS.

Basic Allowance for Quarters

Thepurposeof basic allowancefor quarters(BAQ)
is to help you pay the cost of suitable living quarters
when government quarters are unavailable or not
assigned. Entitlement to BAQ depends on your
paygrade, whether you havedependents, and whether
you and your dependents havebeen assigned quarters.
The receipt of BAQ involves many restrictions and
conditions of entitlement.
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BAQ isdividedintotwobasiccategories—BAQ for
members without dependents and BAQ for members
with dependents. The rates payable vary within each
category and with each paygrade. To find out whether
youareentitledto BAQandtheamountspayable, check
with your personnel or disbursing off ice.

Other All owances

Inaddition to theallowancesmentionedabove, you
may receive a family separation allowance(FSA), cost
of living allowance (COLA), overseas housing
allowance (OHO), variablehousing allowance (VHA),
or other allowances. Your disbursingor personnel off ice
can provide you with information about the type of
allowances, if any, you are entitled to.

Basic Allowance for Housing

Basic allowance for quarters and variable housing
allowanceare asingleallowancecalledbasicallowance
for housing(BAH). Your LES wil l show only the BAH
amount.

ALL OTMENTS

Allotmentsareamountsof moneyyou designateto
bewithheld fromyour pay andpaiddirectly tosomeone
else. You may authorize many types of allotments,
including the following:

C (charity drive donation)—allotments to a
charity such as the Combined Federal
Campaign

D (dependent)—allotments directly to your
dependents

H (housing)—allotments to a lending institution
to pay home-loan payments

I (insurance)—allotments to a commercial
insurancecompanyfor lif einsurancepremiums

S (savings)—allotments directly to an account in
your nameat asavingsinstitutionsuchas abank
or credit union

For information on making allotments and rules
governing their use, see your disbursing off ice.

OVERPAID

You aren’t responsiblefor calculating your pay, but
you are responsible for questioning anything that isn’ t
normal. If you don’t question something that isn’t
normal with your pay, you could be at risk for being
chargedwith larceny.Computerizedsystems, equal pay
periods,andLeaveandEarningsStatements(LES) have
made budgeting your pay easy. You should be getting
thesameamount every payday. But computersareonly
as smart as their operators and the electricity they run
on. Whenyounotice alargedifferenceinyour pay from
last payday and you aren’t due for a longevity raise,
promotion, or annual pay raise, theremay bean error in
your pay.

Sailorswho haven’t reported thedifferenceto their
disbursingoff iceshavefound themselvesheld liablefor
stealing. Evenif youdonoticeandreport aquestionable
payday and nothing changes, you arestill liable for the
overpayment. Regular disbursing audits balance
paymentsmadewith thosedue. Eventually, you’ ll have
to reimburse (give back) that amount, so bank the
overage. Look at it this way: You would rush in to your
disbursing off ice and insist on knowing why you were
paid too little—right?So—rush in if you’rebeing paid
too much, too.

LEAVE AND EARNINGS STATEMENT

Based on the Navy’s Joint Uniform Military Pay
System (JUMPS), the Navy must provide you a
monthly Leaveand EarningsStatement (LES). JUMPS
is a computerized pay and leave accounting system
locatedat theDefenseFinanceandAccountingService,
Cleveland, Ohio. The monthly leave and earnings
statement provides you with a complete and accurate
record of the following:

• Pay

• All owances

• Thetypeandamount of eachallotment requested

• Theamount deductedfor withholdingtax,Social
Security, and Servicemen’s Group Life
Insurance
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Earned and Used Leave

TheLES(fig.17-1) containsall thedetailsyouneed
to keep a personal record of these items. Most of the
blocks are self-explanatory. Some of the abbreviations
and the use of some of the blocks are explained on the
back of the form.

After receiving your LES, check it carefully to
verify (make sure) that the information is correct. If it
isn’t correct or if you haveany questions, go to your
personnel off ice or disbursing off ice.

Leave and Liberty

Leave and liberty consist of the times you are
authorized to spend away from work and off duty. Each
is aseparatecategory,andthetwocannot becombined.

LEAVE.—Leaveis an authorized absence similar
to vacationsin civilian jobs. Basically, you wil l earn 30
days of leavein each year of active duty. The various
termsapplied to leavearecovered after you learn about
the way leaveiscomputed and earned.Leaveisshown
on your LES (fig. 17-1) in the row “LE AVE.”

Vacations and short periods of rest from duty
provide benefits to morale and motivation that are
essential to maintaining maximum effectiveness. The
lack of a break from the work environment adversely
affects your health, your availability, and your
performance.

Normally, you’reencouraged to useyour entire30
days of leave each year. Congress has provided
compensation for you if military requirements
preventedyou fromusingyour leave. Youshouldnot be
required to expend leaveimmediately beforeseparation
simply for thepurposeof reducingyour leavebalance.

LIBERTY .—Liberty is an authorized absence
from work or duty for a short period. The Navy grants
two types of liberty—regular and special.Libert y is
not shown on your LES.

Regular liberty isusually granted from theend of
one work period to the beginning of the next. That
period may be from one day to the next or over a
weekend or holiday.

Special liberty is liberty granted outsideof regular
l iberty periods for unusual reasons, such as
compensatory time, emergencies, or voting. You may
also receive special liberty for special recognition or to
allow you to observe major religious events. Special
liberty is granted as 3-day or 4-day periods.

Three-day special liberty is a liberty period
designed to give a servicemember three full days
absence from work or duty. Three-day special liberty
usually beginsat theend of normal working hourson a
given day and ends with the start of normal working
hours on the fourth day—for example from Monday
evening until Friday morning. When a 3-day special
liberty isduring regular liberty time, such as aSaturday
and Sunday with Monday or Friday a national holiday
(special work hours aren’t included), the time off is
treated as regular liberty.

Four-day liberty is aspecial liberty period granted
by the CO that gives the servicemember four full days
absence from work or duty. Usually, special liberty
begins at the end of normal working hours on agiven
day and endswith thestart of normal working hourson
the fifth day. Four-day special liberty includes at least
two consecutive nonwork days—for example, from
Wednesday evening until Monday morning.

CONVALESCENT LEAVE .—Convalescent
leaveis aperiod of authorized absencegiven aspart of
careand treatment prescribed for your recuperationand
convalescence. If you have a medical problem that
requires a period of recovery but does not require
hospitalization,your doctor may prescribeconvalescent
leave. Convalescent leaveisnot charged toyour earned,
advance, or excess leave account; it is computed
separately.

REQUESTING LEAVE .—To request either
regular or emergency leave, you should use the Leave
Request/Authorization, NAVCOMPT Form 3065.
When you submit a leave request, forward the
completed form through thenormal chainof command.
Emergency leave requests are hand-carried for
approval. When emergency requests need approval
after normal working hours, the command duty off icer
usually approves the request.
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REVIEW 1 QUESTIONS

Q1. What’s the main difference between pay and
allowance?

Q2. List the three types of pay the Navy uses.

a.

b.

c.

Q3. What system is used to deposit Navy personnel
paychecks?

Q4. As an E-4, you haveserved more than 4 years
of  active-dutyservice.How oftenwill  you
receive a longevity raise?

Q5. How often do you receive your clothing
maintenance allowance?

Q6. DELETE

Q7. What person isresponsiblefor makingsureyour
paycheck and LES are accurate?

Q8. How many days of leave do you earn per year?

Q9. The CO may grant how many days of special
liberty?

PERSONAL FI NANCIAL
MA NAGEMENT

LearningObjective: Whenyou finish thischapter, you
will be able to—

• Recognize the procedures for managing
personal finances to include money
management, use of credit, and indebtedness.

The consumer debt of the United States is the
amount Americansborrow for largepurchases, such as
cars, stereos, appliances, and furniture. The consumer
debt also includes revolving credit (which is atype of
loan), such ascredit cards. Thisdebt keepsspiraling up
(getting larger). Repayment of consumer loans slices
more then aquarter of every dollar a wageearner takes
home. You are probably no exception.

As ayoung service member, your take-home pay
may belessthan thenational average. You should learn
to plan your finances so you can balance your income,
savings, and spending.

The following section on personal financial
management givesyouinformationyoucanuse. Paying
attention to thisinformation wil l help you manageyour
money.

MONEY MA NAGEMENT

Managing money can be hard to do. You will
probably have checking and savings accounts, have
allotments, and keep some cash to spend. There are
advantages and disadvantages to each of these.
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Checking Account

A checking account usually servesasthesafest and
theeasiest way for you to keep track of your money.A
checking account is a financial arrangement with a
bank, savings and loan association, or credit union for
safeguarding money. It provides asystem that allows
you to account for your money—both what you’ve
received and what you’ve spent. Money you receive
might be your paycheck, while money you expend
might be a bill you pay.

Some terms that deal with checking accounts are
shown below.

Check.A check (fig. 17-2) is awrittenorder tellingyour
bank to withdraw a sum of money from your
account to pay another person or business.

Check register. A check register is a booklet used to
record transactions involving your checking
account.

Deposit ticket or deposit slip. A deposit ticket (fig.17-3)
is a slip of paper used to place money into your
account. Depositscan bedoneeither electronically
or by you actually going to the bank, fillin g out a
deposit ticket, and handing it to a teller.
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BENEFITS OF HAVING A CHECKING
ACCOUNT.—One benefit of having a checking
account issafety. It issafer to carry checksthan money.
Another benefit of having acheckingaccount isproof of
payment. A canceled check isproof that you paid abill.
Also, having a checking account is convenient. A
checking account allowsyou to receive and spend your
moneywithout carrying cash. Also, achecking account
lets you pay your bills through the mail, rather than in
person. Another benefit of a checking account is that it
lets you establish credit. A well-maintained checking
account isan asset to establishing and obtaining credit.
Finally, a checking account helps you budget your

money. Keeping a record of checking activities helps
you budget your expenses and income.

Asyou need money,youdrawor transferfundsby
writing a check. You can issue a check payable to
another person or to a company to pay bills or to get
cash. A checkingaccount provides acanceledcheck asa
receipt of payment. Also, checks are available with
carbonless copies of the original check. This
easy-to-maintain method can conveniently help you
manage your financial affairs.

Before you open achecking account, ask the bank
or credit union the questions shown in the following
chart.
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RESPONSIBILITIES OF HAVING A
CHECKING ACCOUNT .—You have responsibili-
ties when you have a checking account. You must
maintain your check register with exactness to avoid
checks being returned for insuff icient funds. This is
known asbouncinga check. For example, if you write
out a check and there isn’t enough money in your
account to cover thecheck, thecheck wil l bounce. The
check wil l usually be sent back to the payee with
“Non-suff icient Funds” stampedonit. Thebank andthe
payeewil l chargeyoumoremoneybecauseyouwrotea
bad check. To avoid bouncing acheck, always balance
your checkbook.

Herearesometipsyou can useto avoid bouncing a
check.

1. Each month, your bank wil l send astatement of
your transactions. Check it for accuracy and
balanceyour checkbook eachmonth(fig.17-4).

2. Always record transactions in your check
register as they occur.

3. Be aware of any service fees and deduct them
promptly.

It’s unlawful to knowingly write acheck when you
don’t havethenecessary fundsin your account. In fact,
UCMJ, article 123a, prohibits this action. Also, it’s a
federal offense in civilian courts. Further, writing
checks without having sufficient funds can do the
following:

• Ruin your credit history

• Destroy your reputation

• Land you in jail (civilian and/or military)

Convenience Cards

Convenience cards are available from your
financial institution. These cards make it easier to get
moneyand to makepurchasesfrom your bank account.
Two types of convenience cards are covered in this
section. If you have aconveniencecard, you wil l havea
personal identification number (PIN). A PIN is asecret
access code that you must provide to use your
convenience card. Do not tell  your PIN to anyone.

WARNING

Do not make purchases that wil l exceed the
balance in your checking account.

One thing to remember, makesure that you update
your check register each time you make atransaction
using aconveniencecard. Updating your check register
will prevent you from overdrawing your checking
account.

Finally, a record of all your convenience card
transactions will appear on your monthly bank
statement.

AUTOMATIC TELLER MACHINE (ATM)
CARDS.—ATM cards are available from your
financial institution. ATM cards can be used to make
deposits or withdrawals; to make inquiries about
account balances; or to move money among your
accounts. ATM cardscan also beused 24 hours aday, 7
days a week.

CHECK (DEBIT ) CARDS.—You can use adebit
card instead of writing acheck. When used to pay for
merchandise or services, the amount is automatically
deductedfromyour checkingaccount. Youcanuseyour
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� 1.   Is there a minimum balance required?

� 2.   Does the account pay interest?

� 3.   Is there a monthly service fee? Are there other service charges?

� 4.   Is there a limit on how many checks per month I can write?

� 5.   What is the cost to order checks?

� 6.   Are canceled checks returned or photocopied?

� 7.   Is overdraft protection available?
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debit card to withdraw funds from your checking or
savingsaccount, transfer funds, andcheck your account
balance day or night at ATMs.

SAFETY PRECAUTIONS FOR USING
ATMs.—Someprecautionsyou should usewhen using
ATMs are—

• Be alert, Don’t use an ATM if the lights aren’t
operating or you see suspicious activity. At
drive-up ATMs, keep car doors locked, other
windows closed, and the engine running. If you
feel that something is wrong, leave.

• Take someone with you if you must make a
transaction at night.

• Keep alow profile. Haveyour card ready when
you approach the ATM. Remember to takeyour
card, cash, andreceipt andput them away. Count
your moneyonly whenyouaresafely away from
the ATM.

Savings Account

One way for you tomanageyour moneyistohavea
savings account. Savings accounts draw interest (earn
money), whilechecking accountssometimesdo not. A
savingsaccount isan excellent way to earn interest and
keep from spending money.

Balancing Your Account

Depending on the bank and type of account, your
monthly bank statement might include the following:

• Actual or miniphoto copies of your canceled
checks.

• A list of your checks. The bank keeps
photocopies of your checks on file.

• A listing of your savings account transactions.

The part of your statement dealing with your
checking account includes—

• All processed checks,

• Depositsandwithdrawals, including thosemade
via convenience cards, and the

• Balance as of the end of your statement.

You use the bank statement to balance your
checkingaccount. Compareyour statement andregister
and identify any discrepancies to your accounts.

If youhaveanyquestions, the family servicecenter,
your command financial specialist, or your LPO can
teach you how to balance a checkbook.

Allotments

Allotments provide a good method for you to
handleyour financial affairs. Thefollowing paragraphs
describe voluntary and involuntary allotments.

VOLUNTARY ALLOTMENTS .—Voluntary
allotments are requested by you. Some of the reasons
for making a voluntary allotment are as follows:

• Savings

• Purchase of U.S. saving bonds

• Loan payments

• Life insurance payments

• Mortgage payments

• Pledges to the Combined Federal Campaign
payments

• Payment to family members and relatives

INVOLUNTARY ALLOTMENTS .— Involun-
tary allotments from a Navy member’s pay usually
mean onething—financial irresponsibility. Involuntary
allotments are usually garnishment of your pay.

Budgeting

Preparing and using a budget is the key to
successful money management. A budget is aplan to
spend money or a plan of money management. Many
Navy members have false images of the meaning of a
budget. They often associate budgets with detailed
bookkeeping, stacks of paper, ledgers, and so forth. A
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budget gives you records of your income vice your
expenses and helps you manage your financial affairs.

If you’remarried, budgeting involvesboth you and
your spouse. For married couples, handling money
matters is a joint effort. With two-income families,
money management is a different ball game. The
yours-mine-oursapproach usually comesup, requiring
definite understandings. Certain inherent expenses
become greater when both the husband and wife earn
wages.Couplesalsoneedtohaveanunderstandingasto
what expensestheywil l pay fromwhat funds. A written
budget, properly prepared and followed, helps couples
work out these problems.

In budget preparation you determine income and
expenses; examine spending habits; and see what, if
anything, you need to correct or improve. To help you
improve your spending habits, you need to be familiar
wi th the fol lowing terms used in financia l
management:

Gross income. The total amount of pay before any
deductions.

Deductions.The amount of money taken from pay for
income taxes, Social Security, Service Group Life
Insurance(SGLI), and so forth.

Allotments.The money taken from gross income for
savings, checking accounts, family support or to
pay debts, such as car payments and debts due the
United States.

Net income. The money paid to a member after all
deductionsand allotmentsarepaid. Also known as
take-home pay.

Fixed expenses.Expensesthat arethesameeachmonth.

Flexible or variable expenses.Expenses that are
different each month.

Fixed expenses include rent and mortgage
payments and time payments for expenses, such as
autos, furniture, and insurance. Thedifferencebetween
fixed expensesand net incomeisoptional income. This
is the income available for planning purposes, which
you can apply to variable or flexible expenses. These
expenses include items such as savings, food, utilities,
entertainment, clothes, and gifts.

When preparing a budget, plan for savings first.
Planning for savings first is important. If you save first,
then you can plan your budget and still save money.

Everyone needs asavings program for unforeseen
expenses in the future. In addition, using asystematic,
planned savings program wil l help you to achieveset
goals. Indetermininghowmuchtosave, have arealistic
percentage of your optional income. This percentage
couldbeaslittl eas5%to10%or ashighas20%of your
optional income.

After savings comes a fixed expense, followed by
variable expenses. The U.S. Department of Labor
suggest these percentage of take-home-pay for budget
preparation:

These percentages are approximate and wil l vary
from area to area and person to person.

Toprepare apersonal budget, youshould keepclose
track of your income, expenses, and savingsfor several
months.Thisinformationwil l helpyouunderstandyour
spendinghabits. It wil l alsohelpyoudetermine average
non-fixed expenses. Understanding your spending
habits puts you in a position not only to budget your
income but alsotocorrect undesirablespendinghabits.

Plans for spending extend to many areas and vary
according to the person’s status and requirements. The
basicsof spending areto spend moneywisely and in as
small amounts as possible.

INVESTMENT RULE OF 72

What istheruleof 72?TheRuleof 72 givesyou an
easy method of estimating thenumber of years it takes
for an investment’s valueto doubleat aspecific interest
rateor rateof return.Thegeneral formulafor theRuleof
72 is as follows:
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Fixed Expenses Variable Expenses

Housing 25% Food 23%

Transportation 9% Clothing 11%

Gifts and
contributions

5%

Savings and
unforeseen expenses

22%



72 = I x Y,

where,

I is the interest rate, and

Y isthenumber of yearsneeded todoubleyour
investment.

Divide72yearsby your interest ratetoestimatethe
number of years it wil l take to doubleyour investment.
For example, at arateof 8%, an investment’s valuewill
double in 9 years.

CREDIT

Credit isbased largely on trust. The averageperson
in the Navy is trustworthy and expects to receive a fair
deal in business and financial dealings. On the other
hand, the way peoplehandle their finances is areliable
sign of their general character and trustworthiness.

Usually, whenyouthink of credit, you think of time
payment purchasesor chargeaccounts. Actually credit
has a much broader scope.

The entire country runs on credit, including
industries; banks; and local, state, and federal
governments. In fact, if credit weretostopsuddenly, the
result would be catastrophic. For example, almost no
one would be able to buy a home, an automobile,
furniture, or a television or stereo set. Without these
sales, unemployment would skyrocket. These salaries,
not available for the retail market, would in turn
adversely affect the sale of other goods. The effect
wouldcontinuefromthehighest to thelowest level, and
economic chaos would result.

Principles of Credit

Credit literally means buy now, pay later. The
system permits you to purchase goods as you need
them, but pay for them over a certain period. Credit
meansyoureceive aloanof money,andyoualwayspay
extra when you borrow money. Credit, if used wisely,
ensures areasonable standard of living. However, you
cannot substitute credit for sound financial planning
and asystematic savings plan. Additionally, improper
use of credit can create a financial nightmare that can
adversely affect your job, family life, and mental and
physical health.

Cost of Credit

Haveyou ever rented amotorcycleor sailboat? You
alwaysknow inadvancethat it wil l cost yousomuchan
hour or day.Therent or cost of usingthebikeor boat has
its base on length of use.

Therent paid for usingborrowedmoneyor credit is
known asinterest. Sometimes, you may havediff iculty
figuring interest. Some lenders and businesses quote
interest rates plus other charges in a way that hides the
actual f igures. Then, peopledon’t knowthetotal cost of
loans or installment purchases.

When you borrow or buy somethingon time, keep
your eyes open for extra charges in addition to the
interest charge for theuseof themoney.Someof these
additional chargesincludecredit lif einsurance, feesfor
credit investigations, loan-handlingfees, andhealthand
accident insurance. Often, the down payment and the
monthly payments are the only figures stated.

Ask for thetotal chargesin writing, including early
repayment penalties and monthly rates. If you don’t
receive the amount in writing, you can figure it your
self. First, findthetotal amount youwil l pay for theloan
or the purchase. Then subtract the actual price of the
goods from the total cost of the loan. The difference
showsthetotal cost of credit. Taking thetimeto get the
facts pays off.

Credit Rating

Most people find it to their advantage to build a
good credit rating. Some people object to buying
anythingoncredit and insist onpaying for everything in
cash. Theysaveuntil theyhavethecashtomake amajor
purchase, and they often do get better buys for cash.
However, agoodcredit rating islikemoneyin thebank.
When you have agood credit rating, it means that you
pay your bills on time. Navy personnel usually havea
good credit reputation and should have no problem
getting a loan or credit when needed. A good credit
rating can be priceless in an emergency, such as a
medical crisis, fire, or death in the family.

Youcanestablish agoodcredit ratingby paying for
time purchases according to the purchase agreement.
Timepurchases include items, such asfurnitureor cars
and itemsbought on credit card accounts. You can also
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establish credit by repaying a loan from a bank or a
credit union according to the loan agreement. Making
these payments according to their agreements means
that you pay theamount agreed upon by acertain date.
You can then use these companies, banks, or credit
unionsascredit referencesif you apply for credit at any
future time.

Use of Credit by Navy Personnel

TheNavy expectsall itsmemberstodischargetheir
financial responsibilities in atimely manner. TheNavy
expectsitsmemberstobe acredit to themselvesand the
naval service. Knowing about credit lets you handle
your financial affairsbetter andoftensavesyoumoney.

If Navy personnel are to use credit wisely, they
need to know thecost of credit. Theyespecially need to
know how to avoid some of the problems young Navy
men and women often have.

Credit plays an important part in the financial
world. Use it wisely and carefully, and pay attention to
the following principles:

• Use credit for those necessary goods that you
can’t afford with one or two paychecks.

• Use credit mainly for goods that have auseful
lif elonger thanthetimeneededtopay for them.

• Makeaslarge adown payment aspossible. This
reduces the total amount spent because of
interest charges.

• Know what your incomewil l be. Set aspending
limi t equal to the smallest paycheck received to
be sure of having enough money to meet the
payment when due.

• Don’t buy another item on credit just because
you have finished paying for one.

• Avoid thetemptation to usecredit for splurging.
For example, buying too much on credit at
Christmasbecomes ashock inJanuary whenyou
receive the bills.

• Check with consumer affairs off ices about local
credit regulations. For example, some states

allow up to 3 days to change your mind on a
credit purchase or a loan received.

When using credit, remember the following facts
about credit:

• Credit costsmoney, but many credit plans exist.
Someplansaremuch less expensive than others.
Whenyou buy acar or furniture, youshopfor the
best bargain. Do thesamewhen you shop for the
best bargain in credit.

• Consider carefully before borrowing from
finance companies. These companies often
charge high interest rates on loans.

• The faster you pay off a debt, the less interest
charges you’ ll pay.

• Usecredit only for unforeseen emergenciesand
for higher-cost purchases,suchasfurniture, cars,
or houses.

While buying on credit has advantages, you also
need to recognize some of the disadvantages of using
credit. Thefollowingaresomeof theproblemsyoumay
encounter:

• Credit customers may overbuy.

• Credit customers may buy at the wrong time or
place.

• Credit prices may be higher than cash prices.

• Credit ties up future income.

• Payments must be made on time.

• Becauseof theaddition of interest chargesto the
price, the purchase costs more.

REVIEW 2 QUESTIONS

Q1. What is the safest and most convenient way to
keep track of the money you spend?
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Q2. Youhavepaid for an itemwith acheck; however,
you don’t haveenough money in your checking
account to cover thecheck. What is theresult of
this action?

Q3. You are having money taken out of your pay to
makeloan payments. What typeof allotment are
you making?

Q4. What’s the first thing you should plan for when
making out a budget?

Q5. The money charged for using borrowed money
or using credit is known as—

Q6. If total chargesof a loan or purchasesagreement
are not listed, what is asimplest way to find the
total cost of credit?

Q7. How do you establish a good credit rating?

GOVERNMEN T-SUPERVISED LIFE
INSURANCE

LearningObjective: Whenyou finish thischapter, you
will be able to—

• Recognize the purpose of life insurance.

The government has provided premium-free or
low-cost life insurance for service members and
veterans since World War I. Since 1919, various
insurance programs have been offered as insurance
needs have changed over the years.

SERVICEMEN’S G ROUP LIFE
INSURANCE

Servicemen’s Group Lif e Insurance (SGLI) is a
low-cost group insurance program open to active-duty
personnel without regard to special qualifications, such
as disability. You may secureSGLI only in increments
of $10,000, up to a maximum of $200,000. You are
automatically issuedthe$200,000coverage, unlessyou
choose alower amount. The cost of SGLI is deducted
automatically from your pay.

Unlikesomecommercial insurancepolicies, SGLI
has no loan, paid-up, or cash-surrender value. In other
words, you can’t borrow moneyagainst this insurance;
if you stop payment on thepolicy or cancel it, you will
receive neither paid-up insurance nor cash.

SGLI coverage continues for 120 days after your
separation. If you are separated for a disability,
coverage may be extended up to 1 year after your
separation date.

VETERANS GROUP LIFE INSURANCE

The Veterans Insurance Act of 1974 established a
program of post-separation insurance called Veterans
Group Lif eInsurance(VGLI). That act providesfor the
automaticconversionof SGLI to a5-year nonrenewable
term policy at reasonable ratesand with a“no physical
exam” advantage. That is, you can have insurance
coverage at reasonable rates for 5 years after you
separate from the Navy. You can convert the policy at
any timeduring that 5 years to acommercial insurance
policy with the same amount of coverage without a
physical examination. Like SGLI, the Office of
Servicemen’s Group Life Insurance (OSGLI)
administers the VGLI program, and the Veterans’
Administration supervises it.

Youcanget VGLI coverageinamountsequal to, but
not exceeding, theamount of SGLI in forceat the time
of your separation. This insurance, like SGLI, has no
cash, loan, paid-up, or extended insurance value.

REVIEW 3 QUESTIONS

Q1. You can secureSGLI in what increments?
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Q2. What is the maximum amount of coverage for
SGLI?

Q3. Youhaveseparated fromtheservice. Youwil l be
covered by SGLI for up what maximum number
of days after your separation?

YOU AND YOUR FAMI LY

LearningObjectives: Whenyoucompletethischapter,
you will be able to—

• Identify types of abuse to include spouse and
child abuse.

• Recognizetheeffect of abuseonself, family, and
the Navy.

• Identify procedures to follow to obtain help.

As part of the naval tradition of taking care of our
own—it’s the responsibility of each Sailor to ensure
the safety, health, and well being of his/her family.
The military family deals with the challenges posed
by the demands of military life and family life.
Sometimes, military life creates stress and friction
within the family.

WHAT IS ABUSE?

Stress and friction within the family can lead to
abuse, either physical or emotional. Navy personnel are
expected to show the Navy leadership core values of
honor, courage, and commitment. Child and spouse
abuseisunacceptableand incompatiblewith thesehigh
standards of professional and personal discipline. The
result of abusive behavior by Navy personnel is—

• Destroyed lives.

• A detraction from military performance.

• A negativeaffect ontheeff icient functioningand
morale of military units.

• A bad reputation and loss of prestige of the
military service in the civilian community.

The following information wil l help you
understand what is meant by the term abuse.

Victim . An individual who is abused or whose
welfare is harmed or threatened by acts of omission or
commission by another individual or individuals.

Emotional abuse. Actions including, but not
limited to active, intentional berating, disparaging, or
other behavior towardsthevictim that adversely affects
the psychological well-being of the victim.

Spouse abuse. Spouse abuse includes, but is not
limited to, assault, battery, threat to injureor kill , or any
other act of force, violence, or emotional abuse, or
undue physical or psychological trauma, or fear of
physical injury. This includes physical injury, sexual
assault , intent ional destruct ion of property,
psychological abuse, and stalking.

Stalking. Actions of a person performed in a
repeatedly harassing manner, including, but not limited
to, following another person in a manner to induce, in a
reasonable person, fear of sexual battery, bodily injury, or
death of that person or that person’s immediate family.

Child abuse/neglect. The physical injury, sexual
abuse, emotional abuse, deprivation of necessities, or
other abuseof achildby aparent,guardian,employeeof
a residential facility, or any person providing
out-of-home care, who is responsible for the child’s
welfare, under circumstances that indicate the child’s
welfare isharmedor threatened.Thetermencompasses
bothactsandomissionsonthepart of such aresponsible
person.Thistermincludesoffenderswhoserelationship
isoutside the family and includes, but isnot limited to,
individuals known to the child and living or visiting in
the same residence who are unrelated to the victim by
blood or marriage, and individuals unknown to the
victim. Child abuse/neglect includes the following:

• Physical abuse. In the case of child abuse,
physical abuse includes, but is not limited to, acts that
result in death or other physical injury that seriously
impairsthehealthor physical well-beingof thevictim.
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• Sexual abuse. In the case of child abuse, sexual
abuse is actions that include, but arenot limited to, the
employment, use inducement, enticement, or coercion
of anychild toengagein, or have achildassist anyother
person to engage in, any sexually explicit conduct or
anysimulationof suchconduct.Actionsinclude, but are
not limited to, rape, molestation, prostitution, or other
sexual activity between theoffender or athirdparty and
a child, when the offender is in a position or a power
over the child.

WHAT CAN THE COMMAND AND THE
FAMI LY DO ABOUT ABUSE?

Child and spouse abuse are serious behavioral,
social, and community problems. Theseproblemsneed
a comprehensive, community-based response. The
most effective responseto family violenceoccurswhen
individuals, families, commands, and communitiesact
as a community to keep the victim safe.

The Department of the Navy (DoN) has a Family
Advocacy Program (FAP) that addresses child and
spouse abuse. It involves the prevention, evaluation,
identification, intervention, rehabilitation/behavioral
education and counseling, follow-up, and reporting of
childandspouseabuse.TheNavy usesthisprogramasa
tool to assist victims and to reduce the occurrence of
child and spouse abuse.

The five primary goals of the DoN FAP are as
follows:

1. Victim safety and protection

2. Offender accountability

3. Rehabilitative education and counseling

4. Community accountability

5. Responsibility for a consistent appropriate
response

A continuous effort to reduce and eliminate child
and spouse abuse is actively pursued at every level of
command. Each command has a Family Advocacy
Program. TheCO at each installation appoints a family
advocacy off icer (FAO). The CO also ensures that a
family advocacy committee (FAC) and a case review
committee (CRC) areestablished. Theprimary goal of
the FAP is prevention of abuse. The FAP establishes

education, support, and awareness programs so that
familiesand their command understand therisk factors
of child and spouse abuse. Programs emphasize
prevention, recognition, prompt notification and
reporting, and availability of responsive services.

Early intervention involving cases of spouse or
child abuse of any kind is very important. Victims can
report incidents of abuse directly to the FAO, family
service center, medical treatment facility, Chaplain, or
the Ombudsman. The important thing is to report it.

STRESS MANAGEMENT

Learning Objectives: When you finish this chapter,
you will be able to—

• Recognize factors that cause stress.

• Identify ways to combat stress.

Everybody experiences stress. It’s the body’s
natural reaction to tension, pressure, and change. Most
people think of stressors (or things that causestress) as
negative, such as traff ic, a diff icult job, or a divorce.
However, stressors can be positive experiences. For
example, having ababy, bowling aperfect 300 game, or
completing asatisfying project. These are all changes
that can cause stress.

Your body can’t tell thedifferencebetween agood
and abad stressor. Both too much stress and too little
stressarebad for you, whiletheright balance keepsyou
going. Positive, or good stress, can keep you going. It
makes life more challenging and less boring.

Toomuchstresscanbebadfor you, bothphysically
and mentally. Prolonged, unrelieved stress can lead to
accidental injury, serious illness, or inappropriate
behavior. For the sake of your health, safety, and
happiness, you need to recognize and manage stress
before it gets the best of you.

Stress occurs when there is an imbalance between
the demands of our lives and the resources we haveto
deal with those demands. An imbalance may happen
when therearechangesin our lives. It’s not thechanges
themselves that cause stress but our reaction to those
changes or events.
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Reactionsto stress vary and can taketheir toll, both
mentally and physically. Common stress symptoms
include upset stomach, fatigue, tight neck muscles,
irritability, and headaches. Some people react to stress
by eatingor drinkingtoomuch, losingsleep,or smoking
cigarettes.

On-the-jobpressures, changesin lifestyle, financial
diff iculties, and family tensions are stressful. Al l too
often, people use alcohol or drugs to control the stress
theyfeel. However, alcohol anddrugscan increaseboth
mental and physical stress. Regular use of alcohol and
drugs can lead to dependency.

The first step to managing stress is to identify your
stressors—what thingsmakeyou react. Stressorsaren’t
only events that cause you to feel sad, frightened,
anxious, or happy. You can cause stress through your
thoughts, feelings, and expectations. A key to dealing
with thebig and littl e everyday stressorsisto copewith
stress in apositive way. The following are some ways
you can use to cope with stress:

Acceptance.Manyof us worry about thingsthat we
haveno control over. Learn to accept when things are
beyond your control.

Attitude . Try to focus on the positive side of
situations. By focusing on the positive, you’ll find
solutionscomemoreeasily andyour stresslevel wil l be
reduced.

Perspective. Too often, we worry or becomeupset
about things that never happen. Keep things in
perspective.

There are many healthy ways to combat stress.
Regular exercise, proper diet, meditation, laughter,
relaxation techniques, and involvement with outside
activitiescanpositively affect your attitudeandenhance
your life as well as reduce stress.

REVIEW 4 QUESTIONS

Q1. When service members or their families are a
victim of spousal or child abuse, what Navy
program was established to help them?

Q2. List some of the ways that the FAP can help a
family.

Q3. How does stress occur?

Q4. What’s the first step when dealing with stress?

Q5. List some of the ways you can combat stress.

SUMMA RY

Being a member of the Navy gives you various
responsibilities, including that of your own financial
management. Learn to use credit wisely and don’t bite
off morethanyoucanchew. Youcanuseyour leaveand
earningsstatement tohelpyoudevelop a budget to keep
from overextending yourself financially. The Navy
takesmattersof indebtedness very seriously. Therefore,
take advantage of the programs available through the
Navy to help you with money problems.

Tryingtobalance amilitary lif ewith a family at best
canbe very challenging. Budgetingandpreplanning for
periods of long deployment can help lessen the strain.
Through the Family Advocacy Program, families can
get help in times of family distress.

Stressislikebody temperature. If it’s too lowor too
high, you can’t survive; but, the right balancecan keep
you going strong. It makes sense to use stress energy
positively, to meet life’s challenges, experiences and
goals. Stress is not all bad. In fact, positive stress can
make life both rich and satisfying.

REVIEW 1 ANSWERS

A1. Themain differencebetween pay and allowance
is thatpay is taxable income and allowance is
nontaxable income.
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A2. The three types of pay are—

a. Basic

b. Incentive

c. Special

A3. The Navy uses theDirect Deposit System
(DDS) to deposit personnel paychecks.

A4. When you have served more than 4 years of
active-duty service, you wil l receive alongevity
raise every2 years.

A5. You receive your clothing maintenance
allowanceonce a year.

A6. DELETE

A7. You are responsible for making sure your
paycheck and LES are correct.

A8. Youearn30days a year or 2.5daysof leaveper
month.

A9. The CO may grant3- or 4-day special liberty
periods.

REVIEW 2 ANSWERS

A1. A checking account is thesafest and most
convenient way to keep track of the money
you spend.

A2. If you don’t have enough money in your
checking account to cover a check, you have
bounced a check. You areusually charged afee
by the bank to process this check and charged a
fee by the company you wrote the check to.

A3. When you havemoney taken out to make loan
payments, you have avoluntary allotment.

A4. The first thing todowhenmakingout a budget is
to start a savings plan—pay yourself first !

A5. The money you’re charged to use borrowed
money is known asinterest.

A6. Thesimplest way to find thetotal cost of credit is
to subtract the actual priceof goodsfrom the
total amount of the loan.

A7. You establish good credit by paying loans or
purchase agreements according to your
contract and on time.

REVIEW 3 ANSWERS

A1. SGLI is available in increments of $10,000
only.

A2. The maximum amount of coverage under SGLI
is $200,000.

A3. Normally, you are covered for a maximum of
120 days after separation from the service.

REVIEW 4 ANSWERS

A1. The Family Advocacy Program was established
to help service members or their families
when they are a victim of spousal or child
abuse.

A2. The FAP can help a family through—

a. Education programs

b. Counseling

c. Intervention in cases of abuse

A3. Stress occurs when there’san imbalance
between the demands of our lives and
resourceswehavetodeal with thosedemands.

A4. The first step to takewhen dealing with stress is
to identify your stressors; that is, find out
what causes the stress.

A5. Some of the ways you can combat stress are—

a. Exercise

b. Diet

c. Meditation

d. Laughter

e. Relaxation techniques

f. Involvement with outside activities
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