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MILITARY FAMILIES & FINANCIAL STRESS

Deployments:

* Spouse at home may not have
handled finances

» Extra expenses: child care,
travel

*» Sharply increased spending
two months before deployment
and two months after return
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Presentation Notes
Any deployment brings with it stress.  The family member left behind may think they know what to expect, but often find themselves juggling many new responsibilities and dealing with the stress of separation at the same time. Family finances sit squarely in the middle of the struggle. Spouses may not have handled the bills before, may be unfamiliar with the software used for the household finances, may not know how to balance a checkbook.  

Then there’s the challenge of funds being drawn in two locations.  Communications about decisions can be muddled or sporadic even with the best of technology.

Though there is the extra tax-free combat pay, there are also extra expenses.  Child care is no longer shared between two parents.  A simple trip to the dentist can require a babysitter now.  Some spouses may have may no longer be able to continue a job outside the home because of scheduling challenges. 

There may be extra travel expenses to visit family and friends for moral support.  And not everyone is a saver. 

The worst financial times are the first two months of a deployment when all are adjusting and the first tow months after the deployed member returns home – the family “makes up for lost time” and then all the bills start pouring in.
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Deployments:

» Multiple and extended
deployments

* Reduction or loss of iIncome

* Stress of two-spouse
deployments
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Guard families are especially stressed as they often lack the resources and community support that families on bases receive. 

Add to this what is often a considerable loss of income when someone working a civilian job is called up.  When Reservists are called up, they are paid standard military pay, typically a significant cut from what they were earning. While some employers make up the difference while the reservist is gone, they are not required to. Extended deployments may put them into foreclosure.



And even their military pay can be at risk: the GAO reported  in 2005 that 90% of soldiers in some Reserve and Guard units incurred payroll errors during deployment.  



Financial stress that has accumulated over multiple deployments is reaching a crisis in many military families. The Army may deploy a soldier for a year or more, extending the time while the soldier is still in country. Many have been deployed to Iraq and Afghanistan for three or four tours.  Those who think they are no longer subject to deployment may be called back.  All of this wrecks havoc on the ability to plan, not to mention the stability of the family.

And imagine the issues that arise when both spouses are deployed, especially those with children.
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Effects of the War:

* Systems overwhelmed by
numbers of wounded

* Family expenses associated
with hospitalization
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The systems of the Department of Veterans Affairs (VA) has been flooded by returning veterans from Iraq and Afghanistan seeking help, a flood they weren’t prepared for or funded for.  Veteran patients shot up to more than 400,000 in January of this year. 

More than 800,000 veterans (from all wars) are waiting on the results of pending claims. The average time to receive an answer after filing is more than six months; PTSD patients wait even longer.  The process for filing a claim is arduous and convoluted; the claim form is 23 pages;  some files are simply thrown away.  Estimates are that > 2,000 discharges are incorrectly rated for disability.

This lack of timely and easily obtainable support is especially critical during this recession.  While veterans wait, their homes are foreclosed.  Renters are evicted, cars are repossessed.  Some families lack food or utilities while they wait for the check from the VA.  Many veterans become homeless. 

Requests for help from the Foundation’s Military Heroes fund are growing and these are exactly the stories I hear every day.

Outdated Defense Department computers have resulted in the lack of linkage between personnel records and pay records.  For example, Wounded soldiers for a time were being referred to credit agencies by DoD because of failure to pay for lost equipment – which they left behind when they were med-evac’d.  Others were overpaid when they were hospitalized and were too ill to notice.  

When the deployed member is wounded, the family rushes to the bedside.  Statistics show that 42% of spouses or parents leave a job behind to do the important work of supporting the recovery of their loved one. In many cases, this requires years rather than months. Though many groups such as the Foundation step in to help (day care), the family’s financial stability is often threatened, especially when the patient is medically discharged. 
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Effects of the War:

* Post Traumatic Stress
Disorder

* Long-term expenses faced by
Injured and caregivers
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Estimates are that more than 100,000 to 22% of returning service members have been diagnosed with Post Traumatic Stress Disorder (PTSD).   PTSD is often a debilitating condition that can produce a range of physical, mental and emotional responses to the trauma of combat: sleeplessness, nightmares, flashbacks, migraines, uncontrolled rage or numbed emotional state, thoughts of suicide.

PTSD can emerge weeks, months or even years after the veteran returns home.  It can wreck havoc on their lives, traumatizing the family and making the sufferer unable to work.  I’ve had many cases of OIF/OEF vets who have lost jobs when PTSD surfaces and the family goes into financial free fall as they wait for a VA claim or increased disability rating.

Most of the news we see is about wounded service members recovering in hospitals.  The forgotten story is one that will play out for the next 30 to 40 or more years: those suffering from severe Traumatic Brain Injury (TBI) and their family caregivers.  Often the spouse or one or both parents must give up jobs to care for their loved one.  They rely solely on their wounded warriors disability income and have difficulty obtaining credit, may lose or dramatically reduce their social security benefits and may lose Medicare.  Aid and Attendance paid to the veteran does not address the serious problems caused by the caregiver’s long-term loss of income.  On top of this, the family faces a higher cost of living than they did before the veteran became disabled.  There are bills pending in the House and Senate to remedy these and other issues faced by the severely disabled and their caregivers.  Meanwhile, these are families in dire financial stress.
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To make the American Dream a reality

for our nation’s defenders.
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Our nation is focused on the financial freefall of the past year.



Investments have shrunk or disappeared.  The financial system became the poster child for the domino theory with the federal government rushing to prop up the giants lest the whole thing collapse.  



Families have seen one or both breadwinners out of work. Gas prices and reduced incomes have us changing our lifestyles drastically. Small and large retailers have closed their doors. And many people are closing the doors on their homes and walking away.



And military families, who have always sacrificed to ensure that we live free, may feel that the American Dream  is slipping out of reach.



My mission today is to share with you some data which you may know, and some stories and facts which you may not, as a way of getting us all to think about what we can do to help these families that we serve.  The Foundation has a few things you may consider, and there are others you will have yourself.  But we all need to do something.
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Sources of Stress:

» The Military Life
» Deployments

» Impact of Serving in Operations
Iragi Freedom & Enduring
Freedom (OIF/OEF)

» Downturn in the Economy
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We are facing a “perfect storm” of financial stresses on military families.



They’ve always had the particular challenges brought by the military lifestyle, and now added to that are repeated and extended deployments and stop losses, the physical, mental and emotional injuries of the war and and the recession which threatens their financial toehold.



We’ll look at each one of these stressors.
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Military Life:

» Things can change quickly: pay,
allowances, families
= Little incentive to save money

» High concentration of at-risk
populations:

» Lack of financial savvy
» Fear of reprisals
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It’s the nature of military life that things can change quickly:  how much you are paid due to the addition or subtraction of specialty pay, or the nature of your bills – such as moving from installation housing to off base housing and the payment of rent you didn’t have before.  Sure, your allowances increase in the latter situation, but it’s something new to budget for and pay on time, and you may have trouble finding something you can afford.  E.g. rental housing is so limited and expensive in Alaska, that many families buy the first home they find so they don’t have to continue living in a hotel room.

Though combat pay is tax free, some are tempted to spend recklessly because of it and others find expenses are higher due to separations.

Stresses result in divorces and remarriages and with it child support.  Family members are born and others die.  

Counselors are concerned about a stereotype particularly among the enlisted, that the military will take care of everything: through allowances, housing is provided, meals are “free” in the mess hall, medical care is free, uniforms are provided.  Thus they tend to regard their check as “play money” and they have little incentive to save.  When life happens, there is little to fall back on.

There is a high concentration of financially at-risk populations: the young with little financial experience, single parents, the newly divorced or separated, newlyweds, families with members suffering physical or emotional challenges and those who’ve recently changed jobs or relocated.

Financial problems threaten security clearances and jobs, so they tend to be hidden rather than solved.  The situation is a fertile ground for problems to take root and grow.
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The Economy:

* Unemployment and Poverty

* High incidence of
foreclosures

* Delayed onset of Post
Traumatic Stress Disorder
(PTSD) and Traumatic Brain
Injury (TBI)

* Credit problems
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The recession has been hard on everyone, but it’s been especially hard on veterans and those currently serving in the  military.  A census report in 2007 showed 1.3 million veterans, or 6% living in poverty, with 537,000 unemployed.  Imagine how high the numbers are now.

For those currently serving, the data is also disturbing. Foreclosures in many military towns are increasing at four times above the national average.  Columbia SC; Woodbridge, Triangle, Norfolk VA; Oceanside, Carlsbad, Barstow, 29 Palms, CA; Havelock NC; Columbus, GA.

Some speculate that military personnel were targeted by unscrupulous mortgages because their frequent moves, overseas stints and low pay meant they were more likely to have weak credit ratings.  Think of how much stress comes with a foreclosure, then imagine you’re walking the same tightrope while serving in Iraq. SCRA protects you from losing your home for 90 days after you return; work is ongoing to increase that time limit. But many will still lose their homes.

The Homeowner’s Assistance Program will help those who have taken a loss on the sale of a home due to PCS’s or transfers to a military hospital for care, but those regulations are still pending and money has not been disbursed to the >3500 applicants. A major contention is whether the payment for 90% of the realized loss will be taxed as income!

OIF/OEF vets depending on civilian pay completely or to augment a small disability check are thrown into financial chaos when they lose their jobs due to the recession or to delayed onset of PTSD.  Their families, many with small children and newborns,  face eviction, the turning off of utilities the repossession of their car.  We’ve received many requests for help, especially from California.
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Add all these factors and you can understand why some groups in the military have credit issues.

This chart shows credit scores from a sample of over 100,000 active duty military personnel at Pentagon Federal Credit Union. I’m sure you could extrapolate this to your own military members.



The colors are a sort of “stop light” of credit scores: dark green is prime or “go”, light green is acceptable, yellow is subprime or “caution” and red is unacceptable or “stop.”



Unsurprisingly, the enlisted ranks show the largest incidence of poor credit.  60% of E1-E3s have subprime or unacceptable credit; almost 40% of E4-E6s are subprime or unacceptable.  



And sadly these are the ranks most effected by the war. They are the entry level post-service civilians whose are the first to lose their jobs when the economy tanks.  They don’t have savings, they can’t get loans, even from credit unions, they feel as if they have no options.

Is this how we want to repay those who put their lives on the line for us?
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What can we do? 



We need to think creatively.  We need to get involved in ways we may not have considered before.



First, I want to tell you about two programs that are available to you from The Pentagon Federal Credit Union Foundation – a 501(c)3 created to help with some of the problems I’ve spoken of.  



And then I want to throw out some ideas which may get you thinking about what to do when you get home.
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ARK Is Made for Military
Families with Money
Problems

No credit check

No need to explain financial need

No cash deposit required

Up to $500/80% of net pay until payday

No interest charged/optional flat $6
processing fee

Confidential: “what happens in the branch
stays in the branch.”

* Counseling offered to improve budgeting
skills, negotiate lower monthly payments

L ARK

ASSET RECOVERY KIT

* % % O

*
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Many credit unions have stepped up to the plate with products designed to help members with small loans who are facing financial emergencies.



Fees can range from $35-$75 per year

Interest rate ceilings settle at 18% (depending on state or military)

Applicants need to be members for 30 to 180 days or more

Terms can be from 15 -30 days (until pay day) to one year with 	regular payments

Some require the same credit as regular loans, others will go lower, e.g. 550.

Some offer financial counseling.

The niches served by these products are existing members, with acceptable credit and some cash resources.  

Ask yourself if the families I’ve been talking about would qualify for these loans?   If not, you may want to consider becoming an ARK partner.
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Become an ARK (Asset
Recovery Kit) Partner

* Serves members who would not qualify for a
loan

* Keeps military families from going to
predatory lenders

* Counseling requirement helps change
behavior

* No-risk, no-cost, turn-key product for your
credit union

* Since December 2004, disbursed $1.4
million in cash advances to > 1,800 families
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What else could you do to serve those who need your help?



We’d like you to consider adding ARK to your product line to help 	those who won’t qualify for a loan, 

	those who need the financial counseling, 

	those who walk in the door and join because they     heard you can help.  

	Those who have been outside your fold until now.



ARK is free to you.  We provide the training, share the forms, pay for the marketing.



And, though ARK may seem risky at first because there is no credit report pulled, it’s not.  The Foundation pays for any losses from their own reserve fund.  And, interestingly, losses over the past  4 ½ years have been only 8%.
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Encourage Your Mortgage
Applicants to Apply for
Dream Makers Grants

* 30-year fixed-rate mortgage can be obtained
from any lender

* We work with your loan officer and wire the
funds to closing

* Grant is a three-to-one match of up to $5,000
for down payment or closing costs.
Recipient must contribute at least $500

* Required down payment of 3%

* Since April 2007, disbursed > $440,000 in
down payment grants to 89 home buyers



Presenter
Presentation Notes
America is about dreams.  And Americans dream in particular about owning a home.

Home ownership has  many advantages in building wealth and providing the financial security of having a tangible asset against which to borrow to meet important needs. 

Those who protect our nation’s security have a right to this dream also – they help make it possible. But they face problems in realizing it.

Three quarters of those serving on active duty make $30,000 or less a year.  It’s hard to save money for a down payment when meeting current bills is a challenge –especially with a family.

With home prices at low levels and foreclosures/short sales available, more service members with modest incomes find they can purchase a home.  Sometimes, though, they need help in making the down payment. That’s why the Foundation’s Dream Makers program is a perfect partner to your mortgage lending business. We work with your mortgage applicant and loan officer to exchange the necessary paperwork and then wire the funds to the closing.  
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Dream Makers Qualifications

*

Active Duty/Retired/Reserve from Army, Air
Force, Marines, Navy, Coast Guard, or served in
OIF/OEF, DoD or TSA civilians

1st time home buyer, or lost home through
divorce or disaster, or haven't owned home in 3+
years

Below yearly income ceiling ($60k in high-cost
areas, $50k elsewhere)

Attend 1sttime homebuyers class
Online application at:

www.pentagonfoundation.org Just click on the
Dream Makers icon.
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These are the qualifications for the Dream Makers grant.



With the online application, we’ve gotten many of those deployed to Iraq & Afghanistan – one Guardsman obtained the grant and closed on his house while deployed. Other credit unions have begun referring eligible buyers.

The income ceiling is gross household income, including allowances:  $60,000 in Washington DC, Alaska and other high-cost areas, $50,000 in the rest of the U.S.

Not only first-time home purchasers, but those who’ve lost their homes through divorce or disaster.

We want to put people securely in their first homes.  We want them to have equity in the home as a hedge against changes in value or personal financial challenges.  Therefore, we require a 3% down payment (using the grant to meet the requirement).  You can use a VA loan, you just have to go with 97% LTV.

And, we want you to know what you’re getting into with your purchase, so we require you to attend a HUD-approved seminar for 1st time home buyers.





http://www.pentagonfoundation.org/
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*

Short-term loans for families waiting for the
Housing Assistance Program

Special consideration for those who need
mortgage refinancing

Rework payment terms for those facing
temporary setbacks

Outreach and assistance for those in your FOM
who are struggling

Offer financial counseling geared to special
needs of military families

Support legislative changes which ease the
burdens on those recovering from their service
in Irag and Afghanistan

Get your members involved in doing whatever
they can
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Presentation Notes
I’ve given you some depressing statistics and a few heartbreaking stories.  My hope is that it spurs you into talking with your peers about what could be done to help.

Recently at a meeting of defense credit union officials, Don Chapman asst HAP manager for the Army Corps of Engineers suggested helping military homeowners with low-interest, short-term loans to help cover their mortgage payoffs and closing costs until they receive their HAP payments.  You may ask “who would give a loan to someone in such a situation?”   Maybe you could ask:  “how could I structure something that lowers my risk but still helps them out?”

Many families report to me that mortgage lenders won’t help those who are paying their mortgages but are whose finances are at the breaking point without a refinance.  Is there a way to structure a plan for your military families?

Often credit unions are willing to extend payments or change payments for members who ask.  Consider reaching out to your members who have a deployed member or whose spouse has just returned; ask if they need help.  Many times people don’t know they can ask, or are too embarrassed to ask and wait until they get that call from collections.

We all do financial counseling of some sort, but do you have anything geared to today’s problems? Or have you been hitting on the same topics for years?

Let your representatives at the statehouse and in Congress know that the special financial challenges of military personnel, their families and their caregivers are important to you and your members.

And, ask your staff and members to help.  There are many talents and ideas and big hearts out there.  Bring them together to help.  

After all, the strength of our nation’s defense lies in each of us doing our part.  They have heroically and often at great personal sacrifice, done theirs.  Now it’s time to do ours.
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QUESTIONS?

Contact

Mary Lynn Stevens
703-838-1239
Marylynn.stevens@penfed.org
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