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Note to readers:

This manual is a compilation of basic debt and debt management information relating to the services provided by the Family Financial Education Foundation and Access Education Systems. The topics provided are for informational purposes only. If this information helped you in any way, we hope that you will let us know. Also, we would love to hear from you if you have ideas that you would like to share with others who are struggling. We can be reached at: (855) 789-DEBT(3328).

ACCESS EDUCATION SYSTEMS

©2012, All Rights Reserved

  724 Front Street, Suite 340

  Evanston, WY 82930

  855-789-DEBT (3328)
www.accesseducation.org


The contents of this program are copyrighted by Access Education Systems and are provided for educational purposes only. Any use of this material is subject to the laws of National and International Intellectual Rights. The writers and publishers accept no liability or obligation in relation to the content of this program. The lessons are meant to be informational only and may be subject to change without notice.



Welcome

Welcome to Family Financial Education Foundation. Congratulations! You've made a wise and life-changing decision to get out of debt and take the necessary steps toward a brighter and more stable financial future. We hope you'll feel good knowing that you've joined with thousands of other individuals who are determined to stop their spiraling use of credit cards and ultimately become "debt free." We value you as a client and will assist you in working with your creditors to achieve your goals.

FFEF Mission Statement

The mission of Family Financial Education Foundation (FFEF) is to strengthen and support low to moderate income individuals, families, and communities by providing free customized education, counseling, debt management programs, and other related services.

Our Vision

  The vision of Family Financial Education Foundation is that each of our clients will free himself from the bondage of debt and be able to declare his financial independence. 


 


Chapter 1: About Family Financial Education Foundation (FFEF)

A Little Background


FFEF is a Wyoming non-profit 501(c)(3) organization and a member of the Mountain States Better Business Bureau, the Association of Independent Consumer Credit Counseling Agencies (AICCCA), and the Association of Credit Counseling Professionals (ACCPros). 


FFEF adheres to the Industry Code of Practice established by creditors and regulatory government agencies and is committed to quality. Our Quality Management System complies with and is certified to the requirements of ISO 9001:2008, which is recognized as a world-class international standard for quality.


FFEF is rated by Dun and Bradstreet (#93-987-2576) and has a $1,000,000 fidelity bond and numerous state-required surety bonds totaling in excess of $1,500,000. You can rest assured that your money is safe and protected. 


We disburse funds to thousands of creditors nationwide and employ certified counselors who are truly dedicated to helping you resolve your financial difficulties by providing the necessary education, guidance, and support for successful completion of your debt management program.

Though I am grateful for the blessings of wealth, it hasn't changed who I am. My feet are still on the ground. I'm just wearing better shoes. —Oprah Winfrey




Meet our Officers and Board of Directors


The FFEF Board of Directors and officers are responsible for the operations and activities of the Foundation and are comprised of the following highly experienced individuals:


William Richards Cluny, President and CEO


William Richards (Rick) Cluny is President and Chief Executive Officer of Family Financial Education Foundation. Rick earned his degree in Business Administration from the University of Phoenix. After completing his education, Rick spent 23 years in the banking, finance, and accounting fields followed by 17 years in consumer credit counseling. He is has been responsible for the Foundation's successful growth into a successful multimillion-dollar organization.


Donald R. Frakes, Director


Donald R. Frakes earned his undergraduate degree from University of Wyoming and his Doctor of Dental Science Degree from the University of Nebraska.  After completing his education in 1990, he set up a successful dental practice in Evanston, Wyoming.  Donald serves on several dental association boards and is a member of the American Dental Association and the Wyoming Dental Association. 


John Phillips, Director


John Phillips earned his undergraduate and law degrees from Brigham Young University. After completing his education, he was a managing partner at Phillips Law Offices for 14 years. He also served as Municipal Court Judge and District Court Commissioner for the Third Judicial District and Uinta County Court in Uinta County, Wyoming. Currently, John is a financial advisor in Salt Lake City, Utah, providing investment advice and retirement planning to individuals, corporations, and other entities. He holds Series 7, 63, and 65 securities licenses and a life insurance license.


Craig B. Welling, Director


Craig B. Welling earned his degree from Brigham Young University with a double major in Business Finance and Marketing, and minors in Spanish and Accounting. After completing his education, he managed a family-owned car dealership for 13 years. He currently manages his own successful financial services business of 24 years and holds Series 6, 22, and 63 securities licenses and a life insurance license. Craig serves on the Board of the Uinta County Commissioners in Wyoming and also serves on several community and government boards.


Sheldon A. Smith, General Counsel


Sheldon A. Smith received his law degree from Brigham Young University and his accounting degree from Weber State University.  Sheldon has 25 years of experience in the corporate arena as either an attorney or CPA working for such companies as Coldwell Banker, Whetstone Technologies, and Interactive Learning Systems. As general counsel for FFEF, he is responsible for managing corporate legal matters and ensuring compliance with state and federal licensing and regulatory matters.


An Introduction to the FFEF Roll-Up Process


Now that you know a little about the history and organization of FFEF, it's important that you become familiar with the process we call "roll-up." This is the process that will help you realize a debt-free life.


By now, you should have received a new payoff date—your estimated debt-free date. If all payments are made as scheduled and no new debt is accrued, this is the approximate date you will be completely out of debt. The roll-up process makes this possible. 


Briefly, here's how our roll-up process works. FFEF sends your agreed-upon payments to your creditors every month. When the lowest creditor balance is paid off, the money that was going to that account is added or rolled up  and applied to the creditor's payment that now has the lowest balance. 


This process is simple, but it is the greatest advantage of our program and an incredibly effective tool in lowering your total interest costs. Roll-up accelerates your payments, shortens the time you are in debt, and significantly decreases the amount of money you will pay before you are debt free. (See page 58 for more information on our roll-up process and an illustration of the money you can save.)


Additional Acceleration Is Possible


As your bills are paid off, you can make adjustments in the amounts paid toward remaining bills to accelerate your debt payoff even more. Although new debt is discouraged, it can be added, if necessary, as the roll-up process works to lower total debt and provides you with ways to begin achieving security for tomorrow. If additional monthly funds can be added to your agreed-upon initial payment, regardless of when you add them, it will lower the obligation and dramatically reduce the amount of interest you pay overall.

 


Chapter 2: A Brief History of Consumer Debt, Credit Cards, and Consumer Credit Counseling

Consumer Debt


It may surprise you to learn that the concept of purchasing on credit, or "buy now, pay later," has been around in one form or another since the eighteenth century. It is reported that a furniture salesman in Philadelphia in the 1700s offered his customers the chance to furnish their homes immediately, while extending the time to make their payments. Local grocery and variety stores in the 1800s let their customers buy "on account" to prevent those customers from traveling to other towns for purchases. 


In 1914, telegraph company Western Union introduced a metal card for certain privileged customers that allowed them to have deferred, interest-free payments. Department stores sold clothing in return for small weekly payments. Henry Ford realized that most people couldn't purchase one of his automobiles all at once, and by 1930, car loans and financing were introduced to make cars more readily available to the public. 


During the economic boom following World War II, the expanded industrial base created by the war effort produced more goods than many of our ancestors were willing or able to purchase or consume. Your grandparents may have used "The Easy Payment Plan," a strategy introduced by marketing experts to advertise a low monthly payment rather than the total cost of merchandise. Gradually, consumers began to shift from saving until they could pay cash to being more concerned about how much the monthly payments were. Sound familiar? Also during the post-World War II era, long-term home loans were introduced for veterans returning from the war. These loans were so successful, they soon became the standard of the home finance market, and a 30-year mortgage was considered the "norm." In the past few years sub-prime lending, the practice of making loans to borrowers who do not qualify for the best interest rates because of a deficient credit history, has become very controversial and has caused a credit crisis for sub-prime mortgage holders as well as lenders. Hundreds of thousands of borrowers have been forced to default on their homes while many sub-prime lenders have filed for bankruptcy. 

I'd rather go to bed without dinner than rise in debt. — Benjamin Franklin




Credit Cards


Credit cards as we know them were first introduced around 1950 with the inception of the Diner's Club Card. As the story goes, Frank McNamara was out to dinner with friends. When it came time to pay the bill, McNamara realized he'd forgotten his wallet. This embarrassing situation sparked the idea to create a charge card that could be used for dining out and traveling. The idea caught on quickly at hundreds of restaurants and hotels. 


By 1955, Western Airlines (now Delta Airlines) began accepting the card to pay for flights. Within 10 years, other airlines had joined in. The phenomenon of our modern credit card was born. The American Express Card was introduced in 1958, but it was Bank America that revolutionized the credit industry with the BankAmericard, which we now call Visa. This gave us the option of paying the balance in full at the end of each month or making a small payment and incurring an interest fee on the remaining balance. MasterCharge (now MasterCard) became BankAmericard's competition in the 1960s.


According to authors Elizabeth Warren and Amelia Warren Tyagi in their book, The Two-Income Trap, published by Basic Books, up until the late 1970s it had been left to the individual states to determine the amount of interest that could be charged for consumer loans. State governments wanted to be able to protect their citizens from "back-alley loan sharks" and aggressive lenders who would cost families their homes.


But, say Warren and Tyagi, a 1978 Supreme Court opinion interpreting some hard-to-understand language in a federal law opened the door for banks to "export" interest rates from one state to another. "This meant that a bank with lending operations in South Dakota—where the interest ceiling was 24%, at a time when the rates in most states were capped at 12 to 18%—would have a distinct advantage. A South Dakota bank could now issue loans at 24% interest to a family living in New York (where rates on most loans were capped at 12%), without worrying about the corporate officers ending up in a New York prison next to loan sharks who collected by breaking people's fingers until they paid. Under the new law of the land, South Dakota banks could collect their profits from New York families, and there wasn't a thing the New York legal system could do about it."


As Warren and Tyagi explain, it didn't take long for local politicians across the country to realize that if they raised the interest-rate ceiling, banks and other lending institutions would flock to their states, bringing new jobs and corporate tax revenue. "Sure, there might be some hardship for families that stumbled into high-interest loans they really couldn't afford. But most of the hardship would be exported to the residents of other states, while the benefits—jobs and tax revenues—would stay local." 


Only a generation ago, the average family couldn't get into the kind of financial hole that is so common today, simply because a middle-class family couldn't borrow very much money. "High-limit, all-purpose credit cards did not exist for those with average means," the authors report. "There were no mortgages available for 125% of the home's value and no offers in the daily mail for second and third home equity loans. There were no 'payday lenders,' no 'live checks,' no 'instant money,' and certainly no offers to 'consolidate' all that debt by moving it from one credit card to another."


"Over the past decade, bad debt losses and loan write-offs have soared, but profits have risen even faster. In this new sky's-the-limit world, the stern-faced banker and the long application forms have been replaced by chirpy advertisements and 'pre-approved' credit offers. Banks can now lend to anyone and  everyone (including those in financial trouble) and still make a handsome profit."


— Elizabeth Warren and Amelia Warren Tyagi, The Two-Income Trap


According to the National Bureau of Economic Research, the recession began in December 2007 and was linked to reckless lending practices by financial institutions and securitization of real estate mortgages. Even though the Great Recession of 2008 officially ended in June 2009, economic hardships continue to abound with persistent high unemployment, the continuing decline in home values and increase in foreclosures and bankruptcies. In addition, the federal debt crisis escalates, and rising gas and food prices have hit our economy very hard. Many Americans still suffer financial hardships and do not agree with the experts that the Great Recession is over.

"We are writing this letter to express our thanks to you. It was a little over a year ago that we made an appointment with your office. We walked in with little hope for our financial future and piled our concerns on your desk. In the period of one year, we have made great strides of improvement in our financial standings with the help of this foundation." —R.J., Austin, Texas 




Consumer Credit Counseling


The natural follow-on to the high availability of credit and the misuse of such credit has been the advent of consumer credit counseling, which is typically defined as "the process of educating consumers on how to use credit appropriately to avoid incurring debts that cannot be repaid." 


Counseling services such as those offered by Family Financial Education Foundation may involve negotiating with creditors in order to set up debt management plans designed to help consumers repay their total balances due over a workable timeframe. Such plans may offer reduced minimum monthly payments, reduced or waived fees, and reduced interest. Debt management plans, however, do not negotiate down the principal balance of a consumer's debt, and any interest rate and/or fee reductions are strictly voluntary on the part of the creditor. Services may also include financial literacy education and budgeting advice.


In the United States, the first credit counseling agencies were created in 1951 when issuers of credit created The National Foundation for Credit Counseling, or NFCC. The goal of the NFCC was to promote financial literacy and help consumers avoid bankruptcy. In the late 1980s and early 1990s, the number of credit and debt counseling agencies in the U.S. increased significantly. An antitrust lawsuit was filed against the NFCC, arguing that the presence of creditors on the NFCC Board of Directors constituted monopolistic practices. As a result of this litigation, creditors agreed to fund non-NFCC member agencies as well.


In 1993, the Association of Independent Consumer Credit Counseling Agencies, or AICCCA, was founded, citing a need for "industry-wide standards of excellence and ethical conduct." This formally organized the NFCC's competition. FFEF is a member of both the AICCCA and well as the Association of Credit Counseling Professionals (ACCPros).  Through these associations, FFEF joins with other credit counseling agencies and counselors, debt management organizations, personal finance educators, consumer lawyers, and many others to help individuals and families realize their goals to become free of debt and create a brighter and more stable financial future.

The way to stop the financial joyriding is to arrest the chauffeur, not the automobile.—Woodrow Wilson

 



Chapter 3: About Secured and Unsecured Debt

In your efforts to control your spending and eliminate the use of credit cards to become debt free, it's important to understand the difference between secured debt and unsecured debt. 


Secured Debt


In a nutshell, secured debt is debt that is backed by, secured by, or guaranteed by collateral or property such as a home, automobile, boat, etc. If you don't make your scheduled payments, the creditor has the legal right to take back or repossess the property that is designated as the collateral. If you've ever lived through the experience of having a car repossessed because you didn't keep up on your loan payments, then you already know how secured debts work.


Please remember that paying these secured debts should be a top priority. If you don't pay them, you will lose the collateral backing them up. Even if you are not being contacted by these creditors, please don't think they won't collect the debt. Because collectors of secured debt have the power to seize the collateral if you stop making payments, they don't need to harass you the way that collectors of unsecured debts do. They will just show up at your door.


It's important for us to note here that there is such a thing as a secured credit card. This is typically a major national credit card such as Visa or MasterCard that has a credit limit that the consumer secures by placing a cash deposit with the bank issuing the credit card. Using such a card is a positive recovery step for consumers who have gotten into credit problems and need to rebuild their credit. 


Unsecured Debt


In contrast to secured debt, unsecured debt is not backed by or guaranteed by any form of collateral. Unsecured loans, such as credit cards, are typically given to people who have good credit. However, many credit card companies are once again mailing offers for credit cards to people who have filed for bankruptcy or have a poor credit rating.  It's hard to believe, but it's true.

Examples of Unsecured Debt

	Credit card purchases 


  	Credit card cash advances 


  	Gasoline and department store charges


  	Loans from friends and relatives 


  	Medical and dental bills 


  	Accountants' and lawyers' fees 


  	Dues and team fees (e.g., church, synagogue, health club, union dues, Little League, team sports) 



Most debts that people incur are unsecured debts. Having unsecured debt is the weakest position you can be in during tough financial times. The bank that made the loan has nothing to take if you don't pay. But the bank can sue you, get a judgment for the money you owe, and try to collect on it. To collect on the judgment, the bank can target a portion of your wages, your savings accounts, and other property that can be taken under your state's laws to satisfy the judgment. 


You should also know the difference between installment credit and non-installment credit. Both can be secured or unsecured. Installment credit grants credit or a loan to a client that must be repaid in payments (installments) over a specific time period. One common type of installment credit frees up an equal amount of money as payments are made, which can be borrowed again. An example of this is a revolving charge card at a department store. Other common installment loans are automobile, education, and personal loans. A late fee is charged if you fail to make timely payments and a negative entry is made on your credit report. 


In contrast, non-installment credit is repaid in one payment by a specified date.  Any bill you receive that says "payment in full due upon receipt of this bill" is non-installment credit.


Consequences of Ignoring Debt


In the previous section, we discussed some of the differences between secured and unsecured debt. It should be no surprise to you that if you fail to make your payments on secured debts, such as car loans and mortgage loans, the bank can repossess your automobile and foreclose on your home. 

  However, some people believe that because credit card debt is unsecured debt, they may be able to walk away from having to make those payments. Many people simply ignore their debts when they experience financial difficulty. Others fear that by contacting their creditors, they will quickly bring trouble upon themselves for not meeting their financial responsibilities.


While it's unlikely that someone would show up on your doorstep to collect a debt, none of us can hide from creditors. Credit card issuers have a variety of options to get their money back and make your life miserable should you decide to stop making payments. 

"I more than appreciate all you've meant to us this past year. It's been fun watching these balances go down. Never again will we have credit cards or charge accounts to wreck our lives. Thanks for keeping us out of trouble." — N.R.B., Evanston, Wyoming


Here are some of the things they do: 


Boost your interest rates. Many credit card companies have a penalty interest rate starting at 25% and higher.  If you don't make your payments, your rate will skyrocket, making it even more difficult to make payments on time.


Take money out of your paycheck, or garnish your wages. When you sign up for a credit card, you make an agreement with your creditor to make payments on your account according to the agreement. If you break the agreement by not paying, the creditor can sue you in civil court to recover the money you owe. This includes garnishing your wages, which means the creditor can demand that up to 25% of your paycheck be deducted automatically towards payment of the debt. Having your wages garnished doesn't present you in the best light to your employer either. 


Use debt collectors to keep calling you. If you ignore your debts, your account will usually be turned over to collectors or lawyers, or be sold to professional debt buyers. Interest builds up and fees are charged. You can expect that collectors will start calling you on the phone, not just once in a while, but very often. Although the Fair Debt Collection Practices Act of 1996 protects you from abusive collectors, it does not prevent legal collection efforts. 

  Once creditors start reporting late payments to the credit bureaus, you may find that your bad credit will:


Keep you from getting the apartment you want. Landlords frequently check credit before renting. Bad credit can lock you out of the places you'd most want to live.


Raise your insurance rates. Many insurance companies use the data in your credit report to generate an "insurance score." If you are considered a bad-credit risk, you may pay more for insurance, or you may fall outside of underwriting guidelines altogether and not be able to renew your insurance. 


In short, having bad credit not only affects your finances, but your life in various ways.  Having a negative credit history can affect the costs for your cell phone, electricity, and natural gas, and may affect your search for a job or even an apartment or it can lead to your being denied these services altogether. 

"Interest never sleeps nor sickens nor dies; it never goes to the hospital; it works on Sundays and holidays; it never takes a vacation; it never visits nor travels; it takes no pleasure; it is never laid off work nor discharged from employment; it never works on reduced hours...Once in debt, interest is your companion every minute of the day and night; you cannot shun it or slip away from it; you cannot dismiss it; it yields neither to entreaties, demands, or orders; and whenever you get in its way or cross its course or fail to meet its demands, it crushes you."

—J. Reuben Clark, Jr.




Chapter 4: Debt Collectors and Fair Debt Collection Practices

Any of us who use credit cards, owe money on a personal loan, or are paying on a home mortgage are considered "debtors." If we fall behind in repaying our creditors, or if an error is made on our accounts, we may legally be contacted by a "debt collector." 


There are three types of collectors. First is the credit grantor, second is a collection agency, and third is an attorney. Depending on the credit grantor, a credit counselor may be able to rescue the account before it goes to a collection agency. Most credit grantors will re-age the account or mark it "current" after several consistent payments. 


If the account has been charged off, it may be forwarded to an in-house collection department or outsourced to a collection agency that either buys the account or is paid commission on the money collected. If the debt remains uncollected, the account may be referred to an attorney who takes legal action to collect missed payments.


For many families, the greatest benefit of a successful debt-free program is the elimination—or at least the reduction of—the intrusive and annoying calls from creditors. For those in debt crisis, answering the telephone can be unnerving. Family members develop a pattern of irresponsibility by refusing to answer the telephone, which can often lead to feelings of dishonesty, anxiety, aversion to duty, and an unhealthy view of their own self-worth.


Common Questions about Debt Collection


According to the Federal Trade Commission (FTC), you should know that the Fair Debt Collection Practices Act requires that debt collectors treat you fairly and prohibits certain methods of debt collection. The law does not, however, erase any legitimate debt you owe. The following information, made available by the FTC (www.ftc.gov), answers commonly asked questions about your rights under the Fair Debt Collection Practices Act.


What debts are covered under the Act?


Personal, family, and household debts are covered under the Act. This includes money owed for the purchase of an automobile, for medical care, or for charge accounts.


Who is a debt collector?


A debt collector is any person who regularly collects debts owed to others. This includes attorneys who collect debts on a regular basis.


How may a debt collector contact you?


A collector may contact you in person, by mail, telephone, telegram, or fax. However, a debt collector may not contact you at inconvenient times or places, such as before 8 a.m. or after 9 p.m., unless you agree. A debt collector also may not contact you at work if the collector knows that your employer disapproves of such contacts.


Can you stop a debt collector from contacting you?


You can stop a debt collector from contacting you by writing a letter to the collector telling him to stop. Once the collector receives your letter, he may not contact you again except to say there will be no further contact or to notify you that the debt collector or the creditor intends to take some specific action. 

Please note, however, that sending such a letter to a collector does not make the debt go away if you actually owe it. You could still be sued by the debt collector or your original creditor.


May a debt collector contact anyone else about your debt?


If you have an attorney, the debt collector must contact the attorney rather than you. If you do not have an attorney, a collector may contact other people, but only to find out where you live, what your phone number is, and where you work. Collectors usually are prohibited from contacting such third parties more than once. In most cases, the collector may not tell anyone other than you and your attorney that you owe money.


What must the debt collector tell you about the debt? 


Within five days after you are first contacted, the collector must send you a written notice telling you the amount of money you owe; the name of the creditor to whom you owe the money; and what action to take if you believe you do not owe the money.


May a debt collector continue to contact you if you believe you do not owe money?


A collector may not contact you if, within 30 days after you receive the written notice, you send the collection agency a letter stating you do not owe money. However, a collector can renew collection activities if you are sent proof of the debt, such as a copy of a bill for the amount owed.


What control do you have over payment of debts?


If you owe more than one debt, any payment you make must be applied to the debt you indicate. A debt collector may not apply a payment to a debt you believe you do not owe.

I'm living so far beyond my income that we may almost be said to be living apart. —E. E. Cummings




Prohibited Debt Collection Practices 


Debt collectors are prohibited from using certain methods of debt collection, including the following:


Harassment


Debt collectors may not harass, oppress, or abuse you or any third parties they contact. For example, debt collectors may not use threats of violence or harm, publish a list of consumers who refuse to pay their debts (except to a credit bureau), use obscene or profane language, or repeatedly use the telephone to annoy you.


False statements


Debt collectors may not use any false or misleading statements when collecting a debt. For example, debt collectors may not:


	Falsely imply that they are attorneys or government representatives.


  	Falsely imply that you have committed a crime.


  	Falsely represent that they operate or work for a credit 				bureau.


  	Misrepresent the amount of your debt.


  	Indicate that papers being sent to you are legal forms when 				they are not.


  	 Indicate that papers being sent to you are not legal forms 				when they are.



Debt collectors also may not state that:


	 You will be arrested if you do not pay your debt. 


  	They will seize, garnish, attach, or sell your property or 				wages, unless the collection agency or creditor intends to do 				so, and it is legal to do so.


  	Actions, such as a lawsuit, will be taken against you, when 				such action legally may not be taken, or when they do not 				intend to take such action.



Debt collectors may not:


	Give false credit information about you to anyone, including 				a credit bureau.


  	Send you anything that looks like an official document from 				a court or government agency when it is not.


  	Use a false name.



Unfair practices


Debt collectors may not engage in unfair practices when they try to collect a debt. For example, collectors may not:


	Collect any amount greater than your debt, unless your state 				law permits such a charge.


  	Deposit a post-dated check prematurely.


  	Use deception so you accept collect calls or pay for telegrams.


  	Take or threaten to take your property unless this can be 				done legally.


  	Contact you by postcard.



What can you do if you believe a debt collector violated the law? 


You have the right to sue a collector in a state or federal court within one year from the date the law was violated. If you win, you may recover money for the damages you suffered plus an additional amount up to $1,000. Court costs and attorney's fees also can be recovered. A group of people may also sue a debt collector and recover money for damages up to $500,000, or 1% of the collector's net worth, whichever is less.


Where can you report a debt collector for an alleged violation?


Report any problems you have with a debt collector to your state Attorney General's office and the Federal Trade Commission. 


Visit www.ftc.gov or call toll-free: 1-877-FTC-HELP (1-877-382-4357); TTY: 1-866-653-4261. 


Many states have their own debt collection laws, and your Attorney General's office can help you determine your rights.


Let's Review


Secured or Unsecured?


To help you understand the difference between secured debt and unsecured debt, we have created the following simple exercise. In the space provided, write an "S" if you think the debt is a secured debt, and a "U" if you think the debt is unsecured. Remember, secured debt is debt backed by collateral or property. Unsecured debt is not backed or guaranteed by any collateral.

Secured or Unsecured Debt

1. 		____ 	Medical and dental bills

  2. 		____ 	Credit card purchases

  3. 		____ 	Student loan

  4. 		____ 	Home mortgage

  5. 		____ 	Cash advance from a credit card

  6. 		____ 	Rent

  7. 		____ 	Monthly fees for child's soccer team 

  8. 		____ 	Boat

  9. 		____ 	Alimony or child support payments

  10. 	____ 	Motorcycle

  11. 	____ 	Gasoline credit cards

  12. 	____ 	Loans from friends or family members

  13. 	____ 	Gas, electric, telephone, Internet, or other utility bills

  14. 	____ 	Accountants' and lawyers' fees

  15. 	____ 	Automobile

  16. 	____ 	Club or union membership dues

  17. 	____ 	Cabin, beach house, motor home, or vacation home

  18. 	____ 	Department store credit card

  19. 	____ 	Secured credit card

20. 	____ 	Snowmobile or jet ski

Answers:

1. U; 2. U; 3. U; 4. S; 5. U; 6. U; 7. U; 8. S; 9. U; 10. S; 11. U; 12. U; 13. U; 14: U; 15: S; 16. U; 17. S; 18. U; 19. S; 20. S




 



Chapter 5: Too Much Credit

Like many of the trouble areas in life, it can be hard to see that you need help with managing debt until it is too late. You might wake up one day to find you have bills you can't pay on time, shut-off notices arriving from the utility company, and the mortgage lender threatening foreclosure. Sleeping at night gets more and more difficult. 


There are warning signs on the road to financial trouble. If you pay attention to these signs and get help from a credit counselor, you can get things under control before you are forced into bankruptcy.


Here are some of the signs you should watch for:


	Debt is making it hard to concentrate at work.


  	You have low self-esteem.


  	Your home life is unhappy because you worry about debt.


  	You find yourself giving false information or withholding 				information when trying to be approved for credit.


  	You make commitments to creditors you know you are 				unable to keep so they'll stop calling you.


  	You're afraid your family, spouse, or employer will find out 				how much debt you are in.


  	You borrow regardless of the interest rate at a quick-cash 				store because "you just need the money."


  	You tell yourself it's okay to borrow because when you get a "break," you'll get out of debt quickly.



Regardless of where debt originates, eliminating the debt requires the same of everyone—sacrifice. This is true for anyone who has something he wants to accomplish, whether it be an athletic, business, artistic, or financial goal. Achievements are made through sacrifice, but the rewards are always worth it. In the case of debt elimination, the sacrifices might include taking a second job, downsizing a home, reducing entertainment spending, paying with cash, and spending money on "needs" only.


Credit Cards—The Illusion of Convenience


Credit cards create financial trouble for many consumers. With self-serve gas pumps, self-check registers at the grocery store, and convenient card swipes in nearly every retail establishment, it can be easy to forget just how much you've charged. Your credit card statement soon shows over-limit and late fees and an increased interest rate. It can become increasingly difficult to make your monthly payments. 


Do you identify with any of the following? 


	You use cash advances from your credit card to pay for everyday living expenses such as utility bills or cell phone 				bills, etc.


  	Cash advances from one card are used to make a payment on 				another.


  	You are continually transferring balances from one card to another.


  	You can barely make your minimum payments.


  	Some of your credit cards are "maxed out". 


  	One or more accounts have been closed by the creditor.


  	Soon after opening an account, you find yourself making late 				payments.


  	You're not sure what your account balances or interest rates are.


  	You hope the mailman delivers an offer for a new credit card.



What should you do? 


1. 	Avoid using the cash advance feature of your credit card. There is usually a fee charged per cash advance, and cash advances always have a higher interest rate than other purchases. 


2. 	If you do use a credit card, treat it as though it's a checking account. Keep a check register booklet with you and deduct from your checking account every purchase you make with your credit card. Spend only what you can afford to pay off that month. It will help you avoid accumulating a carry-over balance and interest.


3. 	The best solution of all is to use cash only. Living within your means is hard, but paying with cash will force you to do so. After paying your regular monthly bills with checks, determine what remains and withdraw that amount of cash. Spend only that amount for daily purchases or quick trips to the store. By using cash instead of a debit card, you protect yourself from accidentally tapping into money needed for your monthly bills. It may be less convenient to take money into the cashier instead of paying at the pump, but it is worth it if it helps you get out of debt. 

If you would be wealthy, think of saving as well as getting. —Benjamin Franklin




Paying the Minimum Is Really Paying the Maximum


The minimum payment often sounds affordable and can make you feel you have more money available on a day-to-day basis. If you pay the standard 2.5% minimum monthly payment on a $5,000 balance on a credit card that is charging you 21% interest, it will take 33 years to pay off the $5,000—if you don't add any additional charges during that 33 years. The $5,000 will cost over $10,500 in interest on top of the $5,000 you originally spent. By paying only the minimum payment every month, you are actually paying the very maximum amount for your purchase. 


Go to http://www.bankrate.com/brm/calc/MinPayment.asp if you would like to calculate for yourself what it will take to pay off your current card balances.


What should you do? 


1. 	Search for anywhere in your spending that you can make cutbacks. Stop the spending habit now by packing your own lunch,  buying  lower-priced gas, shopping for bargain sales at the thrift store. Any additional money you can apply toward your monthly payments will pay big dividends. 


2. 	Generate other income. You might take on odd jobs, have a garage sale, baby sit, cancel subscriptions or memberships, and use this money toward paying your credit card bills. 


3. 	An important step toward eliminating debt is to stop adding new debt. If you are someone who shops to cheer yourself up, find new ways to feel better. Try reading a good book, going for a walk, or chatting with a friend over coffee. There are ways to feel better without spending money.


Credit Increase Offers


Sometimes debt gets put to good use; it's how we buy a home, go to college, or buy a car. So why is it so bad? Unfortunately, most Americans would rather spend than save. Surveys done by the Federal Government show that 20% of Americans have no retirement savings of any kind, and 76% believe most people their age will face financial trouble when they retire, but only 31% of Americans think they will personally face financial trouble. It may be time for a reality check. 


Credit card companies are more than happy to help Americans get into debt. In the 1970s, credit card companies began making it irresistibly easy to get into debt. Millions of consumers began using credit cards to pay their way, to pay even their rent and groceries. Promises of "cash back" almost made it sound like the smart thing to do. 


According to the Federal Reserve Statistical Release dated December 7, 2010 on Consumer Credit (G-19), there is now well over $800 billion dollars of consumer credit card debt in America, while at least half of consumers have less than $1,000 in assets. In fact, if you are someone who carries a balance near the limit of your credit card, and you pay your minimum every month, credit card companies put you in a special category. They increase your limit or offer you new cards because they know they will make money from you. Some borrowers end up defaulting on their debt, but there are enough people who continue to pay the high interest rates month after month to more than compensate for the bankruptcies. For most consumers, acquiring debt is dangerous.


The New Rules for Credit Card Companies have been Good News for Consumers.


If you are struggling against credit card companies that raise your interest rate every time you hit a bad financial patch, we have some good news for you. 

On May 22, 2009, President Barack Obama signed into law the Credit CARD Act (Credit Card Accountability Responsibility and Disclosure Act), which put new rules in place that create controls over the credit card industry, including protecting consumers from increases in interest rates on existing account balances. 


The recent economic crisis and increased job losses caused many consumers, even consumers with good credit records, to skip payments and ultimately default on their credit cards. Consequently, banks lost tens of billions of dollars. Changes that have needed to be considered for a long time finally were agreed upon and approved by the Federal Reserve, the Treasury Department's Office of Thrift Supervision, and the National Credit Union Administration. 

The changes are the most sweeping restrictions imposed on the credit card industry in many years and are aimed at protecting consumers from being hit by random interest rate increases and preventing them from lack of adequate time to pay their credit card bills. They also restrict credit card companies from allocating all of your monthly payment to the balances on your card that have the lowest interest rates. Before the rules were put in place, if you transferred a balance at a 5% interest rate and had an existing balance at 19% interest rate, your monthly payment would all go against the balance with the 5% interest rate while your existing balance continued to grow at a 19% interest rate, sometimes causing your overall balance to get larger instead of smaller. 


Most aspects of the Credit CARD Act became effective on February 22, 2010 and all changes were made by June 30, 2010. However, the following two provisions became effective on August 20, 2009.


The first of these provisions requires that credit card companies allow 21 days for consumers to pay their credit card bills, and the second provision requires that credit card companies provide 45 days notice when there are changes in account terms. 


The biggest credit card companies in the U.S. include Discover Financial Services LLC, Bank of America Corp., Citigroup Inc., JPMorgan Chase & Co., Capital One Financial Corp., American Express Co., and HSBC Holdings. Altogether, nearly 16,000 companies issue credit cards in the States. The Associated Press reports that the new rules could cost these companies together more than $10 billion a year in interest payments. Not all companies will be affected by all the rules. Some companies already don't have account-opening fees and allow more than 21 days to make payments. 


The new rules include, among others, the following restrictions:


	Any payment amount above the minimum required payment must be applied to the part of the balance that has the highest interest rate.



  	Increases in interest rates can only be applied to new credit cards and on future purchases or advances, not on current balances.


  	Borrowers must be given a reasonable period of time to pay. 




A payment could not be considered late unless the consumer is given a reasonable period of time to pay.


	Unreasonably high fees cannot be charged for exceeding the credit limit because a hold has been placed on the account. 



  	Unfair practices for computing balances cannot be used, e.g., double-cycle billing. Double-cycle billing is the practice of computing interest twice a month instead of once. 



  	Unfair fees and security deposits cannot be charged for issuing credit cards. In the past many "subprime" or "secured" cards for consumers with low credit scores typically had no more than a $500 credit limit but required a large upfront fee, often the full amount of the credit limit. For example, a credit card with a $500 credit limit might have required a $500 "security deposit." The new rules limit that fee to 50% of the credit limit and allow the cardholder to pay off the initial balance over a year, not immediately. 



  	Offers for credit cards must be direct and understandable and not deceptive.



  	Consumers must be given 45 days notice before any changes are made to the terms of their account, including increasing the penalty fee for missed or late payments. 



 

Let's Review


Understanding What You Are Charging


Review your credit card statements for the past three months. Make a list of everything you charged or paid for with a cash advance in the following categories. 

Select one item from the list that you will commit,  from now on, to pay for with cash. 

	Clothes		Utilities


  	Restaurants (include fast food)		Cell phone


  	Entertainment		Membership fees


  	Transportation		Hair care


  	Gifts		Groceries


The 60-Second Card

	 Do I really need this?


  	 How much will my life suffer if I don't buy it?


  	Am I only buying this because it's on sale?


  	Would I buy this if I had to pay cash?


  	Do I know what my credit card balance is?


  	Will I actually feel better if I don't spend this 				money?



Make a copy of this list and carry it with your credit cards. Before you make a purchase, answer these six questions. Think about each question for 10 seconds before going to the next one.





Chapter 6: Poor Cash Flow 

Lack of cash flow can be debilitating. Have you experienced any of the following? 


	 You have nothing in savings.



  	You're living paycheck to paycheck.



  	You'd lose your car or even your home without your second job.



  	You write checks ahead of payday and hope they don't reach 				your bank before your paycheck is deposited, or you wait 				until the last minute to make payments to your creditors.



  	 Your rent and utility bills get paid after they're due.



  	You borrow from friends and relatives frequently and rarely pay 			them back.



  	You can barely make the minimum payments on your credit cards.



  	You take risks with health and car insurance coverage.



  	You've had to borrow from a check-advance company.



  	Your boss has been nice enough to give you an advance.



  	You worry constantly about your finances.



Examine your paycheck and see how much you really have available to pay your bills and living expenses. First of all, there are five deductions that come out of everyone's paycheck—Federal Income Tax, State Income Tax (this varies from state to state), Local Income Taxes,  Social Security Tax, and Medicare Tax. Other deductions may include health insurance, life insurance, dental insurance, flex money or cafeteria plan, and 401(k) or other deductions for retirement. If your company offers an on-site cafeteria or fitness facility, those may also appear as deductions. 


Your paycheck does not reflect what you earn, but what you take home. A job also often includes additional out-of-pocket expenses. These can include the gas it takes to get to work, parking, clothing purchases, dry cleaning expenses, lunch or snacks, coffee funds, water funds, or a drink after work with associates from the office. All of these need to be deducted to determine what you can afford in additional monthly payments every month. 


Can you increase what you bring home? Can you reduce the amount of taxes deducted or the amount spent on discretionary items that are unnecessary and voluntary? Have your FFEF credit counselor help you understand where you can reduce some of these deductions and increase what you earn.


Getting into debt often leads us to believe that we're not making enough money. This can be a destructive mindset. The truth is, that is probably not the case at all. If you consider that many third-world citizens live on less than $1 a day, you are probably making a lot of money. Try believing you make enough and then adapt to living within your means. FFEF credit counselors can help you create a budget that will allow you to do that.


What should you do?


When you carry cash, you run the risk of experiencing "evaporating funds." The truth is, when you carry cash, it tends to disappear. To stem this phenomenon, start recording what you spend and the reason you spent it. Do it just for one day. The best way to get started is to focus on what's happening right now. After you record your expenditures for one day, see if you can do it for a week and then two weeks. Educating yourself about where your money is going will become a powerful tool to help you determine where you can begin to make changes.

If we are running deeply into debt, we shall continue to run deeper into debt unless we change direction.—Richard L. Evans




Inability to Handle Emergencies


Murphy's Law says, "If anything can go wrong, it will." The Boy Scouts tell us, "Be prepared," and we've all heard we should "Save for a rainy day." This is all good advice. The credit card that was originally meant for emergencies can prove to be too big a temptation. Little purchases here and there made with the intention of paying them off at the end of the month end up remaining on the card and soon there's no room left to handle a real emergency.


What should you do? 


Plan for emergencies. Try to avoid unnecessary purchases of small daily items. Even small deposits in savings can help you avoid borrowing for emergencies. Put the amount of the fee you might pay on a payday loan in your savings account instead. Make that emergency card one with a very low limit—say $500. With such a small amount available for emergencies, you may find it makes you think twice before using it for other purchases

I have discovered the philosopher's stone that turns everything into gold: it is, 'Pay as you go.'—John Randolph




Borrowing from Friends and Family 


Borrowing from those whom you love and who trust you is a sure sign of financial trouble. It can start out quite innocently. You don't have enough for a movie so a friend offers to pay. A coworker buys your lunch when you're a little short. Mom lends you money for new clothes for an important interview. Sometimes a loan from a family member or friend can be a lifesaver. It prevents you from dealing with creditors or paying high interest. But loans from people you love should be handled with the greatest care of all. Too many good relationships are ruined because a loan wasn't repaid or expectations weren't met. 


If you put a purchase on someone else's credit card, it is even more important to pay them back right away. If they are forced to carry a balance for you, your relationship will sour quickly.


What should you do? 


If you have to turn to friends or family when an emergency arises, put a good faith agreement in writing stating when you will pay them back, and then make sure you keep the agreement. 


When charging a purchase to someone else's credit card, be sure to calculate the interest as well if you have to pay the amount back over a few months.

One sure way to make life miserable is to live in a manner that you can't afford.—Author Unknown


 

Payday Loans


The payday loan business has grown into a multibillion-dollar industry that you should avoid at all costs. It is an industry that takes advantage of thousands of struggling, hard-working people who have trouble making it to the end of the month but who are collecting pay stubs and maintaining a checking account. The rates are exorbitant. They might not seem so bad at first, until you consider the reality: If you borrow $300 for seven days for a fee of $20, you are paying an annual percentage rate of 360%. These companies get around the legalities of high interest rates by calling it a fee—a charge for services rendered. They cannot take installment payments to pay the loan back because the payday loan is not truly a loan. If it were, they would be restricted to interest-rate standards. The way payday loans are defined legally means they can request that your district attorney's office collect their debts from you.


The Consumer Federation of America describes such companies this way: "Payday loans are single-payment, short-term loans based on personal checks held for future deposit or on electronic access to personal checking accounts. In a typical transaction, a consumer writes a check for $117.65 to borrow $100 cash, with the total amount due by next payday or in up to 14 days. The $17.65 finance charge computes to a 459% annual percentage rate." You pay the same fee every time you borrow the money, and people have been known to end up paying 700% to 2000% annual percentage rates.


The danger of these loans is they must be paid back in full on payday so you're already starting off with less money than you had the previous payday. If you have to keep returning to the check-advance company, you can end up in real trouble. 


What should you do? 


Just don't do it. Consider the cost, both emotional and mental. Contact your FFEF credit counselor at (855) 789-DEBT(3328) and ask himor her for suggestions. You might consider getting a second job or holding a garage sale or other fundraiser. If you decide your only option is to use a payday loan, borrow only as much as you know you can pay back with your paycheck and still have enough to last until the next payday. The best solution is to never go down this road.


Debt Consolidation and Balance Transfer


Have you consolidated all your debt only to find that all of your credit cards are near their limits again? According to William Richards Cluny, President and CEO of FFEF, it is never a wise idea to "replace debt with debt." As well as accruing new debt, a debt consolidation loan may also hold your home or other major property as collateral. If you don't make the payments or too many of them are late, you could lose your home. 


Balance transfers typically tempt consumers to apply for a credit card by offering a very low interest rate on balances transferred to the new card. It can be great if you have high interest on other cards. But only if you pay the new card off before the offer expires. If you can't, be sure you check very carefully to see what the interest rate is after the offer ends. It may be higher than you're already paying. Balance transfers take self-discipline because you've now given yourself another opportunity to accumulate debt.


What should you do? 


At the very least, cut up the card you transferred the balance from. Ideally, pay the transferred balance off before the offer ends for maximum benefit. Then cut up both cards. And don't forget to close the credit card accounts you transferred balances from.

Let's Review


How Much Do You Know about Your Family Finances?


Answer the questions below to see if you know everything you should about your family's economic situation.


  1. 	What is your annual household income? (exactly how much—not about how much)___


2. 	What is your total annual savings?___


3. 	How much did you spend on groceries last month?____


4. 	What was the total cost for your utilities last month?____


5. 	How much did your vacation cost last year?____


6. 	Do you know where copies of your insurance policies are?____


7. 	Who are the beneficiaries listed on your insurance policies?___


8. 	What percentage of your income did you pay in income tax 			last year?____


9. 	Do you know where the copies of last year's tax returns are?____


10. What is the most expensive item bought by someone in 			your family last year?___

You should be able to answer at least nine of the questions above accurately. If you can't...well, you know what to do.


The Cost of Living


To live within our means, we have to know what our cost of living is. In the first column of the following worksheet, list what you think the monthly bill will be next month. As the bills arrive, write the actual amount in the second column. See how close you were.




 



Chapter 7: The Emotional Price of Debt

" 'Normal' is getting dressed in clothes that you buy for work, driving through traffic in a car that you are still paying for, in order to get to the job that you need so you can pay for the clothes, car and the house that you leave empty all day in order to afford to live in it."


  —Ellen Goodman (columnist)


Seems a little crazy doesn't it? But if we have a job we love, and the monthly payments are well within our income, it can be perfectly acceptable. It's when those payments are more than we can afford that life takes a downward turn. 


Creditors attempting to collect on a debt can make life miserable. While federal restrictions do exist, it may seem as though they don't. Collectors are allowed to call anytime between 8 a.m. and 9 p.m., and may even call you at work unless you have notified the collector that your employer doesn't approve of personal calls or unless you have asked the collector in writing to cease calling you. (See page 19 for more information about debt collection.)

  It sounds simple—if you want to be wealthy, you have to spend less than you earn. If you spend more than you earn, you'll always be in debt, and you'll always be stressed about being in debt. Being stressed about debt can ruin even the best of days.


Do you find yourself experiencing any of the following?


	You dread hearing the telephone ring.


  	You avoid opening any envelope that looks like a bill.


  	You're afraid to tell your significant other what your finances 				are really like.


  	You've stopped taking care of yourself.


  	You've begun denying yourself basic needs so you can pay 				your bills.


  	You wonder how you could ever live debt free.


 

Debt, noun. An ingenious substitute for the chain and whip of the slavedriver. —Ambrose Bierce




Over-Burdened Relationships


Some of the most serious consequences of unmanageable debt involve those people we love most. Financial difficulties are one of the top reasons that marriages end and family members become estranged from one another. 


The desire for bigger and better that began in the 1970s and 80s brought with it longer work hours, less time for family and friends, and less savings for the future. Did you know that more people said they were happier with their lives in 1957 than they have been any year since then? While we may be more connected through e-mail, voice mail, and text messaging, that communication often takes place while we're at work or on the road. When two people are both working to pay the bills, there is little time left for nurturing relationships. In a poll conducted by the Merck Family Fund, 82% of the people surveyed said they felt they buy more than they need and are often wasteful, and 77% agreed they could easily buy less than they do.


What should you do?


Lack of sleep and poor eating caused by constant worry over late payments or unpaid bills can become debilitating. If you feel you've used everything you know to try and improve your financial situation, but it hasn't worked, don't give up. Credit counselors often have ways to work with creditors and debt collectors that are not available to individuals and may have ideas that can get you back on track faster than you think possible. You can regain your financial freedom through a debt management plan.

Loans and debts make worries and frets.—W. G. Benham




Repossession or Foreclosure


Debt management plans usually cover unsecured debt only (see page 14). Secured loans such as car loans and home mortgage loans generally are not included in a debt management plan. You will be required to continue to make these payments to creditors. If you are no longer able to make these monthly payments, you are in danger of having your car or property repossessed or losing your home in a foreclosure. 


Most financing agreements involving tangible property, including your home, car, furniture, permit the company making the loan to repossess your property any time you are in default. In some situations they don't even have to give you notice. They just show up one day and take it away. To get the property back, you may have to pay the towing and storage costs as well as the full balance of the loan. 

Bankruptcy should be the last resort and avoided if at all possible. Unfortunately, many people file bankruptcy without being informed of the long-term negative impact it will have. A credit report will show a Chapter 7 bankruptcy for 10 years which makes it very difficult to acquire new credit, purchase a home, get life insurance, or even get a job, especially if the job requires managing money. The bankruptcy laws that went into effect in October, 2005, mean most filers will be faced with a Chapter 13 bankruptcy instead of a Chapter 7. A Chapter 13 bankruptcy requires a person to repay a portion of his or her debt within three to five years and is similar to being on consumer credit counseling, and the monthly payments can be quite difficult to manage. Within six months prior to filing a Chapter 7 or 13, individuals are required to seek credit counseling and obtain education to help them with their financial problems. If a credit counseling agency cannot help, the agency issues the individual a certificate allowing him or her to take out bankruptcy. The individual is required to receive post-bankruptcy education as well. FFEF has been approved by the Executive Office for the United States Trustees (EOUST) to provide the required pre- and post-bankruptcy credit counseling.  If you are pursuing bankruptcy, please consider FFEF as a resource for your counseling and certificate needs.

"Just wanted you to know how much I appreciate you. In approximately 18 months, I will have all my debts paid off and will never have the stigma of filing for bankruptcy. Thanks!"—A.W., Evanston, Wyoming

 
What should you do? 


1. 	If you're afraid you may default on your loan, try selling the car or property yourself and using the money to pay off the loan. You will not only avoid the expenses involved in a repossession, but also avoid a repossession showing up on your credit report. If you decide to do this, be aware that you will be held responsible for any deficient loan balance.


2. 	If you are late on your mortgage payments, you should contact the lender right away. Otherwise, you may receive a foreclosure notice, that can arrive without warning. Most lenders will be willing to work with you if they believe you are sincere in your efforts and that you can bring the payments current again within a reasonable amount of time. 


3. 	The best way to avoid bankruptcy is to enroll in a debt management plan. Many people declare bankruptcy for less than $20,000 in debt. It is not worth damaging your credit history so extensively for a sum of money for which repayment is possible.


Talk to your FFEF credit counselors. They have heard every situation possible so don't be embarrassed to call. Their goal is to help you eliminate your debt and start enjoying life again. 

Getting into debt, is getting into a tanglesome net.—Benjamin Franklin




 

Let's Review


Why You Do What You Do


Our financial habits often begin early in our lives. It is hard to change these habits if we don't know what they are. Answer the following questions to help you understand what your financial habits are and where they might come from.


1. 	Are you doing what you hoped to in life?


2. 	What influences your major financial decisions?


  3. 	What financial advice were you given that you still follow?


  4. 	Was the person who gave you this advice financially successful?


  5. 	Are there patterns to your financial behavior?


  6. 	What does money mean to you?


  7. 	Have you ever felt poor?


8. 	How do you define wealthy?


  9. 	How does the media influence your views about your financial 	situation?


  10. Do you have a financial role model?

 


Chapter 8: Managing Your Debt

While we like to blame some of our financial troubles on inflation, often what has really inflated is how much we buy. A recent comedy sketch on "Saturday Night Live" demonstrated the almost ridiculous rate at which technology becomes outdated. Within the few minutes of the sketch, an iPod was updated five times, becoming smaller and smaller each time. Unfortunately, many of us fall prey to believing we "need" the newest and the best. In a recent British film, a son attempts to save the shoe factory his father had built and brought to success. One of the things he must change, he is told, is making a product that will last someone for life. Now, it is pointed out, manufacturers create products with the intention of product life being short so that consumers will be forced to replace them more often. 


There is a good reason designers compete to have their clothes, jewelry, and equipment seen on the hottest faces and used by the hottest names. It sells their product. For some people, maintaining an image is everything. There's nothing wrong with that as long as you can do it without spending everything you earn. If buying that Gucci bag is more important than going out to dinner for the next four months, you've learned to sacrifice. Don't buy the Gucci bag if it's creating a balance you will carry for a month or longer on your credit card. People get college degrees in marketing and advertising. They learn how to sell a product, and there are many ways of doing it. They might entice you to "buy now and save," convince you that "you deserve a break today," or that a few things "are priceless" but "for everything else, there's MasterCard." 


Nike, Lucky Brand, iPod, and others have successfully created a brand that sells itself just by its name. That's a real accomplishment, and what every product manufacturer hopes to do. It costs a lot of money to create a brand, so they have to make up the cost in sales. 


American culture is a culture of "more is better." The American dream involves possessions. Self-worth is often determined by what a person has or how big or how new the possession is. People want to believe "you can have it all." Well, you can, but only if you have a reasonable definition of "all." What gets a person into trouble is not being able to decide what his or her "all" limit is. 


What should you do? 


Try looking at your self-worth through what you don't have—that is, the debt you don't have. You may find that "all" can be much less than you thought. You will be much more satisfied when you truly own the things you have instead of the lenders owning you.

Money frees you from doing things you dislike. Since I dislike doing nearly everything, money is handy. —Groucho Marx




Credit as Status 


Credit card companies have developed their own well-thought-out marketing schemes. One very effective scheme was the introduction of credit cards that give consumers social status. Most people get satisfaction from being rewarded for good behavior. That is what Gold and Platinum cards do. When a Platinum credit card is handed to a merchant, it tells the merchant that the holder has earned the right to carry the card. Gold and Platinum cards imply wealth, financial responsibility, and purchasing wisdom. 


Platinum credit cards are perceived as high-end cards carried by executives and those with the capital to acquire them. An excellent payment history and a minimum purchasing power are required before you can own a Platinum credit card. These cards usually provide the holder with better incentives and rewards than other cards. While some have annual fees, those fees usually cover expanded insurance, theft, and fraud benefits. Rewards are obtained faster than with other credit cards. 


Regardless of the reality, the American Express credit card has been synonymous with luxury and affluence since it was first introduced. American Express offers luxury cards that entice customers with the possibility of fabulous rewards—from fully paid African safaris to racing on a Formula 1 track. Probably the most exclusive of these luxury cards is the "Black" card. You can't apply for this card. It is invitation-only. This card has no credit limit and has been rumored to purchase a Porsche on the spot. If you are a consumer who pays only the monthly minimum payment on your balance, you probably won't be getting an invitation.


What should you do?


Avoid thinking of debt as a way to impress your neighbor. It might be difficult to rethink ideas that you are bombarded with every day, but it's more important to be proud of yourself than to worry about impressing your neighbor with the number of Gold cards in your wallet.

Expenditure always rises to meet income. —Cyril Northcote Parkinson

 


Chapter 9: Is a Debt Management Program for You?

If you have difficulty organizing and sticking to a budget, have been unable to work out a satisfactory payment plan with your creditors, find that your bills keep increasing instead of decreasing, and you're worried about losing your home or your car, Family Financial Education Foundation (FFEF) may have the help you need. Consumer credit counseling and a debt management program truly can help you regain the benefits of financial freedom by teaching you effective money management skills. 


For some, debt accumulates slowly over many years of raising children and maintaining a desired lifestyle. Many think they can afford a $25 payment each month; the problem is, after rationalizing nine or ten of those $25 payments, they find themselves over their heads in debt. For others, unexpected emergencies such as medical costs, funeral expenses, downsizing, and job layoffs create large debts in a short amount of time. The emotional spending for a wedding, a dream vacation, graduation gifts, or outfitting a new home can tip the scales too far for others. 


If you are current with your monthly payments, able to pay your bills and living expenses, and want to keep your credit report untouched, a debt management plan is not for you. But if you have accumulated debt that you are no longer able to repay with monthly payments, a debt management plan may be the help you need. Along with the debt management program, taking advantage of consumer credit counseling can help you create a budget you can live with and teach you the money management skills you will need to avoid unmanageable debt in the future. 


A debt management program can help you if:


	You can no longer afford the minimum monthly payments 			  required by your creditors.



  	Your month payments are at least 30 days late, or a sudden reduction in income will make it impossible for you to make your payments on time in the coming months.



  	 Your credit report shows late payments.



  	Reviewing your income shows that, while you cannot afford 				full payments to your creditors, you do have enough income 				to use a debt management program.



  	You have a steady income.



  	You have not recently opened any new lines of credit or 				made charges on an account within the last three months.


 

Debts do not dissolve themselves.—Richard L. Evans




Advantages of a Debt Management Program


A debt management program can provide some much-needed relief and help you begin working your way back to financial freedom. No credit check is required, and FFEF does not require you to provide security or collateral to qualify. 


Instead of worrying about several monthly payments and when they are due, you will make one monthly payment to FFEF, which we will distribute to all of your creditors. After three months of on-time payments, the harassing phone calls from your creditors should stop, and your accounts will be brought current so you avoid future late and overlimit fees. 


Many creditors will reduce their interest rates for debt management program participants, which means your debt can be paid off more rapidly than you might be able to do on your own.


How the FFEF Program Works


The Federal Trade Commission (FTC) was developed to protect consumers from fraudulent, deceptive, and unfair business practices and to provide consumers with the information they need to recognize and avoid such practices. 


To help consumers make wise decisions about credit counseling programs and debt management plans, the FTC suggests they ask certain questions. These questions follow here along with answers from FFEF. To find out more about the FTC, visit www.ftc.gov. If you have additional questions for FFEF, please feel free to call us at (855) 789-DEBT(3328).


"I have recently received the completion letter along with a letter of recommendation as well as the certificate sent by FFEF. I cannot tell you how overjoyed it made me feel when it arrived at my home. I was completely overwhelmed and at peace."—B.G.H., Green River, Wyoming



What services do you offer?


FFEF offers education, financial analyses, coaching, counseling including pre- and post- bankruptcy, debt management plans, bill paying services, credit score reviews, and less than full balance services.


Do you offer information? Are free educational materials available?

FFEF is committed to helping people become debt free, which includes sending our clients free educational materials. Every month clients receive a newsletter with important financial information and tips. Clients also have access to  the Family Financial Training Course which consists of 13 books, and many other educational materials. Certified FFEF credit counselors will provide each client with financial counseling and coaching throughout his or her program.


What are your fees? Are there set-up and/or monthly fees?


At FFEF, our fee schedule is based on state-regulated enrollment and monthly fees. If a state is not regulated, our fees are based on the industry standards.  Our complete fee policy is provided to you when you enroll in our program. The fee is included in your monthly payment and goes toward processing your payments, negotiations with creditors, and operating costs necessary to help you become debt free. 


Will I have a formal written agreement or contract with you?


Every client receives an FFEF Engagement Agreement and/or State Addendum for the state in which he or she resides. 


Are you licensed to offer your services in my state?


FFEF is licensed or qualified to do business in most states. Consult your state registry for more information or call FFEF at (855) 789-DEBT(3328) to find out what your state's requirements are.


What are the qualifications of your counselors? Are they accredited or certified by an outside organization? If so, by whom? If not, how are they trained?


All FFEF counselors are accredited through independent organizations such as the Center for Financial Certifications. In addition, FFEF actively looks for training and education opportunities to provide its staff at weekly training meetings and special seminars.


What assurance do I have that information about me (including my address, phone number, and financial information) will be kept confidential and secure?


FFEF adheres to the Gramm-Leach-Bliley Act of 1999. Our privacy policy states that "your personal and financial information are confidential and should not be disclosed outside our company, except where such information is required by law to be disclosed or where disclosure is necessary and appropriate to complete transactions you have requested, authorized, and or instructed us to do on your behalf." You will receive a copy of our Customer Information Privacy Policy, upon enrolling in our debt management plan. You may also view the policy by going to our web site at www.ffef.org and clicking on Privacy Policy listed under Resources.


How are your employees compensated? Are they paid more if I sign up for certain services, if I pay a fee, or if I make a contribution to your organization?


All FFEF employees are either salaried or hourly employees. It is against FFEF policy and industry standards for any employee to receive commissions or other special compensation for enrolling a consumer in a debt management program.


Steps to Becoming Debt Free


1. 	Gather your most recent statements so you can give FFEF a complete list of the creditors you owe and how much. FFEF can then determine if you qualify for a debt management program.  If so, they will calculate an appropriate monthly payment and an estimated debt-free date. 


2. 	If you are comfortable with the payment and debt-free date and want to enroll in the debt management program, FFEF will review your personal information, your monthly budget, and your preferred method of payment with you. You will receive a call from your FFEF counselor to discuss the program and answer any questions.


3. 	Proposals will be sent to each of your creditors to negotiate lower interest rates and lower monthly payment amounts within 30 days before your first payment due date.


4. 	Your monthly payments will be consolidated into one payment that you send to FFEF, and your first payment will be due within 30 days of your enrollment. You should make certain your payment arrives at FFEF at the same time each month so that it is always disbursed on the same day.


5. 	FFEF will send your payment to your creditors every month. After the lowest creditor balance is paid off, the money that was going to that account is added to the payment going to the creditor with the next lowest balance. This process, called roll-up, continues until all of your debts are paid. 


6. 	Besides negotiating lower interest rates and lower monthly payments, FFEF also works to have your accounts re-aged or brought current. This eliminates any future past-due fees. Many creditors will lower the interest rate from what you've been paying, but some may not.


7. 	You will receive a monthly statement from FFEF showing your estimated balance, the payment sent to each creditor, and a reminder of when your next payment is due. You will be able to see the progress you are making each month.


8. 	Each month you will either receive and/or have access to a free 4-page newsletter on our web site that will help you learn how to manage your money and stay out of debt in the future. FFEF's certified credit counselors will be available throughout your program to offer counseling and support. Your success is our success.


It is important to understand that a debt management program is not another loan or loan process. An FFEF debt management program uses your money to pay off your creditors; it does not create new debt. Because it is not a loan, FFEF cannot pay your creditors until we receive your monthly payment. FFEF makes an analysis of your current financial situation and determines a timeline for paying off your debt. Your creditors will receive a payment each month as soon as your monthly payment is received by FFEF. As the balances are paid in full, the payment "rolls up" to the creditor with the next smallest balance. This is the greatest benefit of your debt management program. Roll-up accelerates your payments, shortens the time you are in debt, and decreases the amount of money you will pay before you are debt free. 


A monthly automatic withdrawal from your bank account ensures that your payment is received on time. This is the form of payment encouraged by FFEF. You will receive a statement from FFEF every month that shows when your payment was received and how it was disbursed. You should check this statement against the statements you receive from your creditors to make sure your creditors are receiving and recording your payments according to your debt management plan. For the first four months you are on the program, you will be asked to send a copy of your creditors' statements to FFEF. After the four months, you need only send the statements to FFEF if you have a concern about the account or when, happily, the balance has been paid in full. A team of certified counselors will be available to answer any questions you have or help you with concerns about your creditors. You will be given a toll-free number to use when calling.


Once your creditors have agreed to your debt management plan, it is important that you make consistent, timely payments. If your payments are not made on time, you may lose the progress you have made on paying down your debt, as well as the lower interest rates and fee waivers that were negotiated for you. If you fall behind on your payments, you may not be able to have your accounts reported as current again, even if you start over with a new credit counseling agency. Those late payments will show up again on your credit report and late fees will be charged. All your hard work will have been for nothing. If you cannot make a scheduled payment, or if you find that creditors are not recording your payments, be sure to contact FFEF right away.




What to Expect


A few days after you enroll in the FFEF debt management program, you will: 


1. Be asked to sign your Agreement electronically. FFEF cannot proceed with negotiations until this agreement has been signed.


2. Receive your Welcome Packet with important information that should be reviewed immediately. 


3. Receive the telephone number for your Client Care Team which is (866) 684-5061. This team will counsel with you, encourage you, and answer any questions you have throughout your program. 


The monthly payment you agree to will be due on the same day each month. If you are unable to meet this due date, please call your counselor to discuss a more convenient date. You may send two half payments each month if it works better for you as long as both arrive at FFEF within a 30-day period. Full payments are critical to the success of your program. However, if you cannot send the full amount, send what you can and tell us how you would like it disbursed. We will short one or two of your creditors and make a full payment to the others, or we can prorate the payment to each of your creditors if you wish.


Payment Options


There are three payment options available.


1. 	AutoPay: If you have a bank account and a regular income, you are encouraged to enroll in our AutoPay service and have your monthly payment deducted from your bank account on the same day each month. Payments are sent to your creditors approximately one week later. Per your state regulations, a small fee may be charged for this service and added to your payment. This fee saves you the trouble of buying a money order or cashier's check each month, mailing it in, and hoping that it arrives on time for the correct disbursement date.


2. 	Mail: You may mail your payment to FFEF as a money order, bank cashier's check, or personal check. Be sure to send your payment five to seven days before your payment is due so it will arrive on time. Print your name and client number clearly on the check or money order and send the payment coupon attached to your monthly statement with your payment. Remitting a personal check is considered your authorization to process that check electronically. If you choose this method of payment, FFEF will hold your funds for approximately one week before disbursing them to creditors.


3. 	Telephone: You may occasionally find it necessary to make your payment by phone so your payment will be on time. Call your counselor and provide your debit card number, your name as it appears on the card, and the expiration date. Depending on the state you live in, you may be assessed a fee to cover the  bank charges to FFEF for this service.


Returned Payments


If your AutoPay draft is rejected for any reason i.e., NSF check, you will be charged a service fee and assessed collection costs. If two consecutive drafts are returned, you will be required to send future payments in guaranteed funds, i.e., a money order or bank cashier's check.


If your personal check cannot be converted electronically due to insufficient funds, it will be returned to you and guaranteed funds will be required. FFEF is not responsible for late fees or other charges caused by posting your payment to another client's account because your name and/or client number were not written legibly on your payment or your payment coupon was not attached.


Creditor Payments (Disbursements)


FFEF will work with you when setting up a disbursement date for sending your payments to creditors.  If your monthly payment arrives late at FFEF, it is held until the next disbursement date. If the disbursement date falls on a Saturday, disbursements are mailed on Friday; if the date falls on Sunday, disbursements are mailed to creditors on the following Monday.  If the last day of the month falls on a weekend, disbursements are made the preceding Friday. Partial payments, unless you tell us otherwise, are held until the last business day of the month to allow you to send in the rest of your payment.


If you move your payment date from one disbursement to another, please be aware that you run the risk of having your payments arrive late at the creditors, which could result in additional charges and late fees.


Additional Services Available from FFEF


Credit Score Review


An FFEF CreditScore Review provides a quality report with FICO credit scores (scoring system created by Fair, Isaac, and Company, Inc). This is the same report used by mortgage companies, banks, and other lenders. The Review will teach you how to improve your credit score and dispute any errors. A certified Credit Report Reviewer will counsel you and review your credit report line by line to address every concern. This is NOT credit repair. Call FFEF for more information and to inquire about the cost.


PayAccel™ Program


At Family Financial we help people get out of debt in the quickest time possible and save the maximum amount of interest. You don't have to borrow money, play the balance transfer game, put your home at risk, and it won't affect your credit. This program is designed for clients who are financially able to meet all of their monthly obligations and can include unsecured and secured debt.


We input your debt information into our exclusive proprietary pay down technology. This software program evaluates your interest rates, due dates, penalties, balance, and minimum payments. Then it directs your debt payments to where they will do the most to reduce your principal debt the fastest. Your monthly payment stays the same, while you're eliminating debt after debt. As a result, a 30-year loan can be paid off in as little as 10 years, and your other debts will pay off with similar acceleration. That's why we call it PayAccel. The great thing is it's all done for you automatically. Call FFEF to inquire about fees for this service.

eCredable™

If you are struggling with bad credit or want to improve your credit ranking, eCredable may be your answer. Family Financial Education Foundation has endorsed the eCredable alternative credit program and considers it a good resource and a great benefit for their clients. With this alternative credit program you can rebuild your credit on your own terms receiving credit for on-time rent, utility, insurance, and phone payments that may not show up on a regular credit report. Ask us how federal law gives you the right to have an alternative credit score considered when your credit is being evaluated. Learn more about this service at www.ecredable.com/FFEF.


HUD Counseling  (Housing and Urban Development)


If you are falling behind on your mortgage payments or are looking to buy your first home and are interested in a HUD property we are available to help. We offer mortgage delinquency and default resolution counseling for individuals or families that are finding it hard to make regular mortgage payments. We also offer non-delinquency post-purchase workshops on how to understand and manage your current mortgage and host pre-purchase homebuyer education workshops for those looking to buy a home.

Pre- and Post-Bankruptcy Counseling


Under bankruptcy law, petitioners need to complete two debt-related programs. One is a credit counseling session that must be completed prior to filing for bankruptcy. This is meant to look at alternatives to bankruptcy to see if there are other solutions to your problem. Once completed, you will receive a certificate as proof of the completion of your counseling. The second program is the post bankruptcy debtor education course which must be completed after you have filed your petition and prior to being discharged. This course is designed to teach you methods to better handle your money. The aim is to help prevent you from ever falling into the same situation in the future.


Less Than Full Balance Program


If an applicant  is not qualified to enroll in a debt management plan due to insufficient funds, he is offered the opportunity to participate in the Less Than Full Balance (LTFB) Program which is designed for those consumers who can verify their ability to repay anywhere from 20-75 percent of their unsecured debts over 36 months. You will need to provide specific information about your household finances, taxes and other obligations that you may have which will determine how much you can afford to pay your creditors. 

Free Budgeting Sessions

Work with our certified credit counselors to create a budget that is perfect for you and your family. Our friendly, trained counselors will walk you step by step through reviewing your finances and creating a budget that will help you live within your means and put a little aside for unexpected expenses and emergencies. Call us to arrange an appointment for a free financial analysis. 

Financial Education 


FFEF provides a 4-page monthly newsletter that includes timely topics regarding personal finance, budgeting, and other money management tools and skills. 


  Clients also receive a Family Financial Training Course which consists of 13 books that cover such topics as Creating Your Budget, Implementing Your Budget, Managing Your Money, Improving Your Lifestyle, Understanding Your Credit, Planning Your Retirement, etc. Certified FFEF credit counselors also provide each client with customized education, financial counseling and coaching throughout his or her debt management program. These books are available online or at the client's request, mailed to him.


Frequently Asked Questions


What should I do when creditors call me?


Even after enrollment, creditors may continue to call you until they have received three consecutive, on-time monthly payments from you through FFEF. When they call, politely explain that you have enrolled in the FFEF consumer credit counseling program. You may give creditors the FFEF telephone number, (307) 789-2010, and ask them to contact us. You can also ask for the name and phone number of the collector and report it to your Client Care Team for their follow up.


What should I do if I change my address, phone number, job, or name?


Please call your Client Care Team right away or make the change on your payment coupon anytime your address, telephone number(s), legal name, marital status, or place of employment changes. You must also notify your creditors.


May I apply for new credit while on the program?


No, you should not apply for new credit. If you do, the terms FFEF has negotiated with many of your creditors will be voided. If absolutely necessary, you may be able to purchase a secured credit card through a national  bank, but you should contact your creditors before doing so to be sure this will not void the arrangements you have with them.


May I use my debt management program to pay off secured debt like my home mortgage?


Yes. If you do include secured debt in your program, please be aware that it is not negotiable: the interest rates will not be lowered, the monthly due date will not change, the account cannot be re-aged, and the minimum payment will not be lowered. Secured debt payments must be made only through the FFEF AutoPay program, and the account must be current.


May I add additional debt to my program after enrolling?


You are encouraged to add all of your unsecured debt at the time of enrollment, but you may add a new debt by sending your Client Care Team a copy of the current statement from the creditor with your client number and a request to add the account to your program. Your monthly payment will be increased to include the new account, or if sufficient roll-up is available, the roll-up can be applied as payment to the account. However, if you use roll-up rather than increase your payment, you will extend the length of your debt management program.





Chapter 10: Preparing for Natural Disasters and Other Emergencies

Hurricane Katrina forced many citizens to face the reality of how unpredictable life can be. It also exposed the critical need for everyone to make financial records a part of their emergency preparedness plans. Thousands of Katrina survivors were unable to verify their identities and access their bank accounts. Finding new jobs became an impossible task. 


To make sure you are prepared for the unexpected, complete the following information and keep this booklet in a fire-safe or flame-retardant box in your home where you can access it quickly if you are forced to leave due to an emergency situation. Along with it, you may want to store some cash in $10 and $20 bills in case ATM access is not available. 


It is also recommended that you keep a copy of this information and all of the accompanying documents somewhere outside of your home, such as a bank safe-deposit box, along with photographs or video of your valuables, and a backup disk of any financial records stored on your computer. Be sure to keep all of these records updated.

When prosperity comes, do not use all of it. —Confucius

 

Importand documents to protect

Below is a list of documents that you should have copies of in case of an emergency. Review the list below and decide which ones you have available and which ones you need to find and secure. If you do not have current copies of the documents listed above, resources for obtaining some of these documents are listed in the next section.

	Legal Documents 


  	Birth Certificate(s)/Adoption Papers


  	Marriage License


  	Social Security Card(s)


  	Current Military ID


  	Military Discharge DD 214


  	Health Insurance ID Card(s)


  	Life Insurance Policy or Policies


  	Property Insurance Policy or Policies


  	Auto Registration/Ownership Papers


  	Auto Insurance Policy or Policies


  	Naturalization Documents


  	Power of Attorney


  	Short Form Will


  	Passport


  	Real Estate Deeds of Trust


  	Previous Year's Tax Returns


  	Name and phone number of your attorney


Contact Information for Personal Records


Birth Certificate(s)/Adoption Papers/Marriage Licenses: Your state health or social services administrations


Social Security Card(s): Local Social Security office or visit: http://ssa-custhelp.ssa.gov/cgi-bin/ssa.cfg/php/enduser/ 				std_adp.php?p_faqid=251 for assistance.


Current Military ID: You can make copies of your current military ID yourself. Be sure to copy both sides. A copy will 

  help you obtain a replacement if needed.


Military Discharge DD 214: Contact the U.S. National Archives & Records Administration at:1-866-272-6272 or 1-86-NARA-NARA Or access Veterans Records online at:http://www.archives.gov/research_room/vetrecs/index.html


Health Insurance ID Card(s): Obtain a copy of your Health Insurance ID Cards from your provider. These copies will be invaluable if the original card is lost or destroyed.


Life Insurance Policy or Policies, Property Insurance Policy or Policies, Auto Registration, Ownership Papers, Auto Insurance Policy or Policies: Call the claims number on the policies to verify that the number is current and write the appropriate number on the first page of each policy. These numbers will verify your coverage.

Financial Accounts

Collect the following information for all of your financial accounts.

Banks

Institution: __

  Account Holder:	__

  Account Number: 	__

  Contact Person: 	__

  Online Access: 	__

Website: 	__

Credit/Debit Cards

Card Type (MasterCard, Visa, AMEX, etc.):	__

  Issuing Company or Bank:	__

  Account Number:	 __

  Expiration Date: 	__

  Customer Service Number: 	__

  Online Access: 	__

Website:	 __

Investment Accounts

Firm/Institution Name:	__

  Phone Number: 	__

  Address: 	__

  Contact Person: 	__

  Account Number: 	___ 

  Name of Account Holder: 	__

  Type of Investment: 	__

Online Access: 	__


Insurance Policies

Firm/Institution Name: 	__

  Phone Number: 	__

  Address: 	__

  Policy Number:	__

  Name of Policy Holder:	__

  Type of Policy:	__

  Online Access: 	__

  Website: 	__

Other Financial Obligations

Payee:	__

  Account/Policy Number: 	__

  Account Holder:	__

  Contact Person: 	__

  Phone: 	__

  Payment Address:	 __

  Payment Amount: 	__

  Due Date(s): 	__

Date of Final Payment: 	__

 


Glossary

Arrears (also Arrearages): Any loan payment or debt that is past due. It is most often used to describe unpaid child support or alimony.


Association of Credit Counseling Professionals (ACCPros): A trade organization established by credit counseling agencies. FFEF is a member of this organization.


Association of Independent Consumer Credit Counseling Agencies (AICCCA): Trade organization established by credit counseling agencies whose mission is to "promote and ensure the continued operation and viability of credit counseling and debt management organizations." FFEF is also a member of this organization.


Balloon payment: A final lump sum payment on an installment contract, such as a car loan; significantly larger than the earlier payments and usually intended as a way of making initial payments affordable for the borrower.


Bankruptcy: Legal proceeding in which an individual or business is allowed to discharge all debts and liabilities. The actions of debt collection agencies often force the debtor into bankruptcy rather than settling outstanding accounts. (See page 44.)


Collateral: Property owned by a borrower which is pledged as security that a debt will be repaid. (See secured and unsecured debt, page 11.)


Cosigner: A person who signs his or her name to a loan or credit application to help a borrower qualify for the loan or credit. If the borrower does not repay the loan, the cosigner becomes responsible for repayment.


Charge-off (also Write-off): Action taken by a creditor on an account the borrower is unable to repay. This action usually results in negative lines on a credit report for at least seven years.


Creditor (also Credit Grantor): Company or individual that provides financing to consumers, e.g., mortgage company, bank, credit card issuer.


Credit rating (Credit score): A score found by totaling points based on established credit factors and used  to indicate a person's payment history and credit worthiness.


Credit record: National grading system filed by consumer's name, birth date, and social security number. For-profit companies providing these services include:


•	Experian (888) 397-3742, www.experian.com

  •	TransUnion (800) 916-8800, www.transunion.com; and 

  •	Equifax (800) 685-1111, www.equifax.com. 


Deed in lieu of foreclosure: A technique in which mortgage lenders allow borrowers to deed the property back to the lender instead of suffering a foreclosure sale. 


Default judgment: A judgment made against an individual if he or she does not file a response to a lawsuit brought against him or her within the designated time period. If a default judgment is entered, the case is lost.


Deferment: The amount of time a borrower is allowed for nonpayment of a loan. Usually applies to student loans. 


Deficiency Balance: The difference between the amount a creditor receives for the sale of foreclosed property and the amount the borrower owes. The borrower is responsible for paying the deficiency balance.


Discharge: To relieve of obligation. Used in bankruptcy court to describe the process of eliminating a debtor's financial obligation.


Foreclosure: The right of a creditor with a lien on your home, e.g., mortgage lender, builder, IRS, to force the sale of your home to recover money you owe.


Garnishment: Payment to a creditor deducted directly from your paycheck. Garnishments can be up to 25% of what you earn. In most cases, a creditor must have a court order or judgment before your paycheck can be garnished.


Installment contract: Written agreement in which a borrower agrees to pay for goods or services in regularly scheduled payments. 


Judgment: The court decision pertaining to a lawsuit. 


Lien: Notice a creditor can have attached to property you own which notifies anyone inquiring about the property that the creditor must be paid in full before the property can be released. 


Non-dischargeable debt: Debt that cannot be eliminated through bankruptcy proceedings. This includes some types of IRS debt, student loans, child support, and some judgments.


Non-exempt property: Property you are at risk of losing if a creditor obtains a judgment against or if you file for bankruptcy. 


Old debt: Debt that is charged off by a creditor, usually accounts that have not had purchase or payment activity for more than two years.


Postdated check: A check written with a date in the future. This is usually done when the check writer does not have sufficient funds to cover the check on the day it is written.


Revolving charge card (often called credit card): Issued to consumers by major department stores and banks and requires a minimum monthly payment.


Secured credit card: Issued by a major bank if the consumer deposits cash equal to the credit card limit into the issuing bank. Usually used as a step to rebuilding poor credit. 


Secured debt: Debt that is backed by collateral.

Statute of limitations: The legal length of time a creditor has to sue you after you default on a loan or debt.


Uncollectible: An account that has gone past a certain length of time without payment.


Unsecured creditor: Creditor with no collateral to cover money it loans. Most credit card companies are unsecured creditors. Debt collectors are employed most frequently by unsecured creditors.


Unsecured debt: Money that is loaned by a creditor without requiring a consumer to have property that can be used to repay the loan.

 

Closing Statement

ACCESS Education Systems was developed as a tool to train and educate individuals and families concerning important money management skills. With Bankruptcy Reform, a message was sent from our regulators to all Americans regarding the importance of putting our financial houses in order. ACCESS Education Systems provides individualized education to help  families achieve their dreams of financial independence. The principles in this Family Financial Training Course contain many of the initial steps to achieving long-term financial prosperity. It is a part of the ACCESS Education Systems Series providing new and effective means by which millions of the nation's families can learn the skills of personal financial management and establish a happier and successful future.


In addition to ACCESS Education Systems albums, ACCESS Educational Systems has an interactive website containing hundreds of articles and resources including newsletters, bulletins, and online courses to resolve any financial issue facing you today. ACCESS Education Systems offers renewed hope to those struggling with debt and financial pressures and provides sensitive, personal assistance, and assurance to all families. ACCESS Education Systems leads the way with empowering, financial information that will enable you and your family to have fun while developing the skills and knowledge that will allow you to achieve an improved standard of living today and have a brighter financial future.
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Your Current Financial Situation
Creditor ~ Balance  Payment  APR Total Paid  Interest  Months
Creditor1  $36585  $15.00 2894 % $556.50 519265 38
Creditor 2 $3,798.09 $100.00 25.08% $7,633.51 $383542 77

Creditor3 ST6,473.77  $34200  1949%  $32,369.10 S$1589533 85

Creditor 4 $16,731.57  $357.00 1899%  $3077598 $1404441 87

Creditor 5 $3,558.70  $85.00 1724%  $548498  §$192528 65
Creditor 6 $11,693.00  $195.30 1200%  $1792195  $622895 92

Totals:  $52621.98  $1,09430 -- 9%

Roll-Up Chart — Using Current Payment
Creditor  Balance  Payment APR Total Paid Interest  Months

Creditor 1~ $365.85  $15.00 $365.85 $0.00
Creditor2  $3,798.09  $80.00 $476246  $964.37
Creditor 3 $16,473.77  $330.00 $16,473.77 $0.00

Creditor 4 $16,731.57  $355.00 9.90 % $21,209.13
Creditor 5 $3,559.70  $72.00

Creditor 6 $11,693.00  $248.30

Totals:  $5262198  $1,100.00 --T

As you can see, the Roll-up payment method would result in an overall savings of $32,626.41
and you would be out of debt three years sooner than under the regular payment schedule.
Itis also possible to reduce your monthly payment, which would slighty increase your pay-off
time. Talk to your FFEF credit counselor about this option





