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 redit card debt is a major  
 problem in the United States. 
According to recent statistics from 
the Consumer Federation of Amer-
ica, 80% of all households have at 
least one credit card. In addition, 
the Federal Reserve Bank of Boston 
estimates that there are more  
than 609 million credit cards  
held by U.S. consumers. For those 
households with card balances,  
the average credit card debt is  
more than $15,000. 
 
Credit card companies promote 
credit card use through incentive 
programs, loyalty programs,  
promotions, and advertising.  
Consequently, many consumers  
find themselves struggling to make 
even their minimum monthly  
payments. But, new credit card  

offers may continue to arrive in  
the mail, along with credit card 
company checks inviting consum-
ers to go ahead and “take that 
vacation,” or “make home improve-
ments.” Because it is not difficult 
for credit card use to quickly get  
out of hand, buying regularly on 
credit may give you a case of the 
“credit card blues.”

Warning Signs
The following behavior may  
indicate behavior associated  
with the credit card blues:

•	 You	use	credit	cards	to	pay	for	
basic needs, like food and gas.

•	 You	are	only	able	to	pay	the	
minimum balance due on your 
cards each month.

•	 You	are	paying	above-average	 
interest rates and cannot find 
lower rates because of your  
credit score. 

•	 You	are	not	able	to	contribute	to	
a savings account or IRA. 

•	 You	are	not	aware	of	how	much	
you charge or how much you 
owe.

•	 You	lose	sleep	over	your	mount-
ing debt.

•	 You	transfer	balances	frequently	
to avoid credit card payments. 

If any of these sound familiar, it is 
important that you take action now 
and create a plan to pay down your 
debt to avoid making the problem 
even worse.
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AND IDENTITY THEFT DETECTION
Your Credit Report

I dentity theft is a serious crime, 
 with increasingly greater num-
bers of consumers being affected 
every year. As part of a protection 
strategy, the Federal Trade Com-
mission (FTC) and other consumer 
credit organizations recommend a 
proactive approach to safeguarding 
your identity: checking your credit 
report annually. 

A credit report records information 
about your bills and loan and repay-
ment history, available credit, and 
outstanding debts, and is typically 
used by lenders when deciding to 
accept a loan or credit application. 
In addition, credit reports can alert 
you to accounts that have been 
fraudulently opened in your name, 
unauthorized charges made to your 
existing accounts, and other crimes 
committed by someone using your 
personal information.

According to the Fair Credit  
Reporting Act (FCRA), you can 
request a free copy of your credit 
reports from each of the three major 
credit bureaus (Equifax, Experian, 
and TransUnion) once a year. For 
your convenience, you can access 
all three agencies through a single 
website, www.annualcreditreport.com. 
The FTC suggests that you order all 
three reports, even if you choose 
to stagger your report requests 
throughout the calendar year, as 
the information may differ from 
each bureau. This is because credit 
reporting is voluntary, and therefore 
creditors may subscribe and report 
information to just one agency, or 
all three.

Reviewing Your Reports
Usually, a credit report is divided 
into four major sections: identifying 
information, credit history, public 
records, and inquiries.  

The identifying information on 
your report will include your name, 
current (and previous) address, 
Social Security number, driver’s 
license number, telephone num-
ber, birth date, current and previ-
ous employers, and your spouse’s 
name, if applicable. 

The credit history section details 
your payment history with banks, 
retail stores, finance companies, 
mortgage companies, and others 
who have given you credit. Each 
account, sometimes called a trade 
line, will appear with the follow-
ing information: name of creditor, 
account number, type of credit 
(i.e., installment loan or revolving 
credit), account participation (e.g., 
joint owner, individual account, or 
authorized user), date opened, last 
activity (date of last payment or 
charge), high credit (the credit limit 
or original loan amount), terms 
(number of installments or amount 
of monthly payments), balance at 
the time of reporting, past due  
balance at the time of reporting, 
status of the account (open,  
closed, inactive, etc.), and date  

of last report. It is in this section 
that accounts opened or affected  
by identity thieves may become  
apparent.

The public records section includes 
documents that reflect your history 
of meeting financial obligations, 
such as bankruptcies, collection 
accounts, judgments, and tax liens. 
Since public records can have a seri-
ous, negative effect on your credit, 
verify that the information belongs 
to you, not someone who used your 
personal information. 

Finally, the inquiry section lists all 
the businesses that have received 
your credit report during the last 24 
months. Inquiries are categorized as 
hard or soft. Hard inquires are those 
you initiate by filing a credit or loan 
application. Soft inquiries often 
come from marketers who want to 
sell you something. If you do not 
recognize a listed business, be  
sure to find out the nature of the 
business and why they are looking 
at your credit report.

A Mistake or Identity Theft?
If you find a mistake on your  
credit report, immediately contact 
the credit bureau that issued the 
report using the form provided 
or by following that particular 
agency’s instructions. If the error is 
serious, and you suspect that your 
identity has been stolen, contact 
the FTC’s Identity Theft Hotline at 
1-877-IDTHEFT (877-438-4338).  
Be sure to keep detailed documen-
tation of all communications with 
creditors, agencies, and the FTC.

You can help safeguard your iden-
tity by continually monitoring your 
credit reports. For more information 
about identity theft, visit the FTC’s 
website at www.ftc.gov. 20/20    
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YOUR LIFE INSURANCE POLICY
Assigning

G   etting approval for a loan can 
   sometimes depend on, for ex-
ample, a lender asking a borrower, 
“How will this loan be repaid in the 
event of your death?” Your answer 
may be to assign your life insur-
ance policy, a useful feature that 
can help provide necessary security 
for a lender.

You can freely assign your life in-
surance policy unless some limita-
tion is specified in your contract 
(your insurance company can 
furnish the required assignment 
forms). Through an assignment, 

you can transfer your rights to all 
or a portion of the policy proceeds 
to an assignee. The extent to 
which these rights are transferable 
depends on the assignment provi-
sions in the policy, the intention 
of the parties as expressed in the 
assignment form, and the actual 
circumstances of the assignment.

Types of Assignments
There are two types of conventional 
insurance policy assignments:

1. An absolute assignment is 
typically intended to transfer all 

AND SELLERS
Tips for Home Buyers

T   he recent real estate market 
   left both prospective buyers 
and sellers on edge. While sellers 
once had the advantage and could 
sit back and wait for buyers to 
outbid each other, buyers now seem 
to have the upper hand. However, 
with lending tight, buyers must 
meet specific financial criteria to 
have their loan approved and have 
the sale to go forward.  

Sellers may be concerned that they 
won’t be able to sell their homes 
for what they’re worth, and buyers 
may be worried that their loan ap-
plications will be denied because of 
tighter qualification rules. However, 
both buyers and sellers can take 
steps to achieve their goals.

For Buyers
•	 Get	prequalified	by	an	FHA	lend-

er. Prequalification demonstrates 
you are serious about buying 
and that you are creditworthy. 
FHA support adds extra value to 
your offer.

•	 If	you	are	planning	to	sell	your	
home and move into a new one, 
consider listing it immediately. 
On average, it takes at least 
three months for a house to sell. 
Don’t wait to list it until you find 
the right property to buy.

•	 Once	you	do	find	the	right	prop-
erty, be flexible about your offer. 
Avoid making any offer so rigid 
that it leaves you no choice but 
to walk away if it isn’t accepted. 
Many owners are emotionally 
invested in their homes and 
have already discounted the 
price based on falling real estate 
values. Be realistic and keep the 
seller’s perspective in mind. 

•	 Remember,	there	are	many	
houses on the market. So try  
to keep your enthusiasm to a 
minimum when you find the 
“perfect” home. Recognize that 
being able to walk away may 
be the best bargaining chip you 
hold in a buyer’s market.

For Sellers
•	 Prepare	yourself	for	low-ball	

offers that may seem more like 
insulting bluffs than valid offers. 
These offers will come your way, 
and the best defense may be to 
tactfully refuse them and politely 
encourage the buyer to come 
back with a more realistic offer. 

•	 Hire	a	home	inspector.	Having	a	
home inspection report in hand 
is a good way to handle negotia-
tions and prevent unpleasant 
surprises. You can get problems 
fixed or factor the price of repairs 
into the price of the home. 

•	 Be	prepared	to	move	quickly	if	
you get an offer. A seller who 
needs two or three months to 
move out may put the sale at risk. 

With the simple strategies outlined 
here, both buyers and sellers can be 
in a better position to achieve their 
goals, whatever the state of the real 
estate market. 20/20

your interests, rights and owner-
ship in the policy to an assignee. 
When the transaction is completed, 
you have no further financial inter-
est in the policy.

The terminology of absolute assign-
ments differs from contract to con-
tract. It may state that you transfer 
all rights, title, and interest in the 
policy to the assignee. Some insur-
ance companies use an “ownership 
clause” to accomplish this transfer.

2. A collateral assignment is a 
more limited type of transfer. It is 
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The information contained in this newsletter is 
for general use and it is not intended to cover all 
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Getting Back on Your Feet
To begin, make and maintain a 
worksheet to track your credit card 
use. You may do this by hand, us-
ing different colored markers for 
different creditors, or on a comput-
er spreadsheet. Be sure to include 
the names of your creditors, the 
last date of each payment, the an-
nual interest rates, the minimum 
monthly payments, and the total 
amounts due. 

Here are five simple steps to help 
you bounce back from debt:

1) Create a financial budget. 
Once you look at your expenses 
and figure out where all your 
money is going, you can look for 
areas where you can cut back, 
even temporarily, to free up 
some of your cash for credit card 
payments.

2) Set up a repayment schedule. 
Start paying the debts that carry 
the highest finance charges first 
and stick with it!

3) Hide the Plastic—until your 
present debts are under control.

4) Reduce your finance charges. 
Search for cards with the lowest 
possible rates.

5) Avoid using credit card company 
checks. Do not use these checks 
that come directly to you in the 
mail. The value of each check you 
use will be added to your existing 
debt—plus any extra transaction 
fees!

Safety Precautions
Of course, there are times when 
using a credit card is unavoidable.  
However, be sure to always keep 
your cards in a safe place, and  
separate them from your purse or 
wallet to help prevent theft. Further, 
do not give your credit card number 
out on the telephone, particularly  
if you did not place the call. Shred 
all carbon receipts, and unsolicited 
or unwanted credit cards or  
applications.

Remember, if you are charging more 
than you are paying, your credit 
card debt will always increase. Use 
your credit cards only for essential 
purchases and pay the balance as 
quickly as possible to avoid addi-
tional interest or late payments. A 
meeting with your financial profes-
sionals can help you develop strate-
gies for improving your spending 
and saving habits to get debt free—
and stay that way. 20/20             
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ASSIGNING YOUR LIFE INSURANCE POLICY

a security arrangement to protect 
the assignee (lender) by using the 
policy as security for repayment. 
After the debt is repaid, the as-
signee releases his or her interest 
in the policy, and all rights to the 
policy revert to the owner.

Under the usual procedure, if the 
collateral assignment is still in 
force at the time of your death, the 
assignee informs the insurance 
company of the remaining debt,  
including interest, and receives 
that amount in a lump sum. Any 
excess proceeds are then pay-
able to your named beneficiary 

in accordance with the beneficiary 
designation in your policy.

To fully protect the assignee, notice 
must be given to the life insurance 
company that the assignment has 
been made. If a company without 
notice of assignment pays the 
proceeds to another assignee or to 
a named beneficiary, the insurance 
company cannot be forced to pay a 
second time.

Policy Provisions
Some typical policy provisions 
regarding assignments may include 
the following: 

1. The assignment will not be bind-
ing until the original, or a duplicate 
thereof, is filed at the insurance 
company’s home office. 

2. The insurance company assumes 
no obligation as to the effect, suffi-
ciency, or validity of the assignment. 

3. The assignment is subject to  
any indebtedness to the insurance 
company on the policy. 

Therefore, it is important to ensure 
that an assignment is made proper-
ly, regardless of whether it is abso-
lute or collateral. Be sure to consult 
your qualified insurance profession-
al for specific guidance about your 
unique circumstances. 20/20    
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