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Introduction
According to the National Bureau of Economic Research, the Great Recession lasted from December
2008 through June 2009. Five years later, negative socio-economic effects of that 18-month
catastrophic financial collapse continue to linger for millions of American credit union members for
whom there has been no “economic recovery”. Others, however, are beginning to dig themselves out of
the financial cellar while many prior prime credit union members have re-established their credit, rebuilt their livelihood, and restored their self-dignity. This report will examine the Consumer Recovery
Lifecycle, its pathway to credit rehabilitation and its value in identifying that segment of “prior prime”
credit union members who may once again qualify for credit and other profitable financial services.

Setting the Stage – no economic recovery for financially troubled Americans
Millions of Americans are in worse financial condition than they were before the Great Recession, while
others are “just getting by”. Still others are living comfortably. Consider the following facts released by
the Federal Reserve in July, 20141:


23 percent of American households report they are “living comfortably” while 37 percent are
“doing okay”. An additional 25 percent report they are “just getting by” and 13 percent are
“finding it difficult to get by”.



38 percent report spending equal to their income while 22 percent spend more than their
income.



When asked to compare their current financial situation to their financial situation five years
prior, 34 percent reported doing “somewhat” or “much” worse financially and 34 percent report
doing “about the same”. Given that the respondents were asked to compare their incomes to
2008 when the United States was in the depth of financial
crisis, over two thirds of respondents report being the
same or worse off financially.
 High levels of concern remain across all age levels
regarding jobs and employment. This concern is
particularly acute (21 percent) among those ages 18 to 24
and 25 to 34 and high levels of concern are also prevalent
among those ages 35 to 44 and those ages 45 to 54.
 58 percent of all respondents owned their home in
2013, 32 percent rented, and 9 percent neither owned their home nor paid rent. Renters were
asked to give all reasons for renting rather than owning their home, with the most common
responses being that they can’t afford a down payment to buy a home (45 percent) and 29
percent reported they can’t qualify for a mortgage.

1

Report on the Economic Well-Being of U.S. Households in 2013, Board of Governors of the Federal Reserve System
(July 2014); from a survey conducted by the Board’s Division of Consumer and Community Affairs in September,
2013
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Just under one-third of the U.S. adult population had applied for some time of credit in the prior
12 months. An additional 15 percent reported that they had completely put off applying for
credit because they thought they would be denied. After applying for credit, one-third were
turned down or given less credit than they applied for, including 29 percent who were denied
credit at least once. Among those who did apply for credit in the prior 12 months, 26 percent
also reported that they put off a separate credit application during the same period because
they thought they might be turned down.



45 percent of respondents reported that they did
not save any portion of their income in 2012.
However, respondents with a checking, savings or
money market account reported much higher
levels of saving in 2012 than those without an
account.



The Great Recession appears to have had a
significant effect on respondents tapping into
their savings, including those specifically set aside
for a rainy day. 61 percent of respondents said that their household had savings prior to 2008.
Of that group, 32 percent said that they had used up some of their savings in the intervening
five years. 12 percent had used up nearly all of their savings and 13 percent had used up all of
their savings. Overall, the results indicate that a great number of households want to save,
many are doing so, but that others indicate some measure of significant financial vulnerability to
unexpected events. This has potentially increased in recent years as a result of eroded savings.



43 percent replied it was not likely that they could afford to pay an out-of-pocket medical
expense. One quarter of respondents went without dental care in the prior 12 months because
they could not afford it. 18 percent went without a doctor visit. 15 percent went without
prescription medicine, 11 percent went without a visit to a specialist, and 10 percent went
without follow-up care. Overall, 34 percent of respondents reported going without at least one
of these types of care because they could not afford it.

According to the Federal Reserve report, “In general, it appears that the majority of the population is
making progress in recovering from any effects the financial crisis had on their personal finances and
household’s financial well-being. Most people reported that they are living comfortably or doing okay,
and the vast majority expected stable or growing incomes.…However, despite these overall reasons for
optimism about the economic conditions of U.S. households, the findings in this survey highlight that
economic challenges remain for a significant portion of the population…The survey reveals other
tensions in households’ financial experiences. One-third of those who had applied for credit in the
preceding year had been turned down or received less credit than they applied for, and nearly a fifth of
respondents put off applying at all because they thought they would be turned down.
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“Overall, U.S. households seem to be generally stable, but there is substantial variation across
respondents along many indicators of economic well-being. More than five years after the start of the
Great Recession, a small but significant core of respondents continues to experience economic hardship
on multiple dimensions. Moreover, a sizable fraction of respondents appear to be financially vulnerable
to unexpected events such as a serious illness, unexpected expense, or job loss.”2

Crossing the bridge from financial crisis to financial recovery
Financial distress is a daily challenge for millions of American consumers. Nearly 12 million adults have
non-mortgage debt reported past due, and they need to pay $2,258 on average to become current on
that debt. Further, an alarming 77 million Americans have debt in collections reported in their credit file,
with an average debt of nearly $5,178. In addition to creating difficulties today, delinquent debt can
lower credit scores and result in serious future consequences. Credit report information is used to
determine eligibility for jobs, access to rental housing and mortgages, insurance premiums, and access
to (and the price of) credit in general.3 Many of these consumers were once “Prime” credit union
members.
Many Americans are recovering from financial crisis brought on by the Great Depression, while others
have fully recovered. While reasons or events causing financial crisis vary widely, recovery is not
necessarily dependent on the cause, but on available opportunities for rehabilitation and the time it
takes to rebuild.
The FIRST STAGE of the Consumer Recovery Lifecycle is the Decline in Credit Quality. Bad things
happen to good people, and past due credit can be the result of a medical emergency, divorce, death in
the family, loss of employment, or other negative live event. Regardless of the cause, in many cases the
snowballing downward spiral results from the use of other available credit to make past due payments.
It doesn’t take long before past due debt becomes debt in collections. According to the Urban Institute
report, 35 percent of people with
credit files have debt in collections
reported in those files. Debt in
collections can remain in a credit
The downward spiral of credit quality is
report for up to seven years.
generally exacerbated by “robbing Peter
to pay Paul” – using what available
credit might still exist to pay current
past due payments. The downward
Stage 1: Credit Decline
spiral can sometimes last several
months, or even years.

2
3

Ibid, page 33
Delinquent Debt in America, Urban Institute, July 30, 2014
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The SECOND STAGE of the Consumer Recovery Lifecycle is the Hiding Period. Prior prime members
who are relentlessly hounded by collectors generally seek refuge underground. They go into hiding and
“fall off the grid” in order to avoid repossession, garnishment, and other forms of collection activity.
This stage may also last from several months to several years. In time, collection agencies simply stop
working the accounts and begin to focus on the “low hanging fruit” of newly assigned charge off loan
portfolios. This practice has resulted in tens of billions of dollars in stranded credit union capital.

During the hiding period, which
may last for several months or
even years, debtors may change
identity, remarry, move, etc.
This is also the period when,
once “things quiet down”
debtors may begin efforts to
rehabilitate credit.

Stage 2: The Hiding Period

The THIRD STAGE of the Consumer Recovery Lifecycle is the Re-establish Period. This stage generally
falls between 3.5 and 6.9 years after the effects of the negative life event that initially sparked the
downward credit spiral have diminished or disappeared completely. The prior prime member is moving
around and beginning to resurface. The major medical emergency has passed. The divorce is final. The
mortgage is current. The new career is promising and feels secure. The prior prime member is tired of
having to frequent payday lenders and pay check cashing store fees. He or she still feels a connection to
the credit union, but is too embarrassed to ask for help. There’s a deficiency balance owing to the credit
union on the car they had to repossess four years ago and it is still on the prior prime member’s credit
report.
Ironically, it is during the re-establishment stage of the Consumer Recovery Lifecycle – the time that the
prior prime member may be capable and highly motivated to repay the debt and have the charge off
record removed from his or her credit file, that collection agencies have long abandoned the account.
This is also the time, going back 3.5 to 6.9 years, when the credit union industry suffered historic losses
that credit unions and their collection agencies are not attempting to recover. This is the prime recovery
period.
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The charts below illustrate the correlation between the Stage 3 Re-establish Period and prime collection
opportunity, and the stranded capital from net charge offs reported in 2008 through 2011.

Stage 3: The Re-establish Period

From 2008 through 2013, the credit union industry charged off in excess of $30 billion in consumer debt,
three fourths of which ($22.6 billion) was charged off from 2008 through 2011. A significant percentage
of the prior prime, former members who owe this money have the capacity, the need and the desire to
repay what they owe. This is “Stage 3” capital that has been left stranded by those who do not possess
the resources or technology to recover it.
$6,706,272,933

$6,359,508,778
$5,160,793,328

$4,365,424,775

$4,316,844,031
$3,550,719,883

2008

2009

2010

2011

2012

to repay will be lost.
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To add urgency the issue,
most consumer debt falls
out of the federal
reporting statute in seven
years and disappears
from consumer credit
files. Currently in excess
$4 billion is poised to fall
out of statute in which
case much of the
incentive for the member
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Banking on the Bond
There is little doubt that recovering abandoned post-agency charge off balances is “found money” and a
valuable source of needed capital. But what about recovering members? Many prior prime credit union
members who have fallen on hard times because of the Great Recession should be given the
opportunity to prove themselves once again worthy of the benefits of membership. This isn’t to suggest
that all charged off borrowers should be given a second chance – far from it. But those who once were
prime borrowers, good depositors and responsible members should be considered for reinstatement if
their prior charged off obligation to the credit union is repaid in full and all other current qualifications
for membership have been satisfied.
There exists an intangible and
immeasurable bond between a member
and his or her credit union and it continues
to exist between a prior prime credit union
member and his or her former credit union
– a bond that does not exist between
commercial banks and their customers.
That bond is forged upon initial
membership, strengthened over years of
member service, and challenged – but
seldom broken – at the time of credit or
negative share balance charge off and
membership suspension or termination.
CU Revest consistently proves this theory for our client credit unions. Our proprietary technology, built
upon the company’s historical database of more than a million individual accounts representing several
billion dollars in collections balances is matched against current credit bureau data and third party
information providers. This provides the foundation of our patent-pending predictive analytics model
that identifies prior prime credit union members who have the capacity and desire to repay their
obligation in full and apply to have their membership privileges reinstated. When contacted, a
significant percentage of prior prime credit union members jump at the opportunity to rejoin their credit
union, a phenomena virtually non-existent with bank borrowers and other financial services customers
whose relationship with their financial institution has been severed.
Within the last year alone, CU Revest has returned 1,334 prior prime members to their credit union.
Many of these members repaid their old charged off obligation in full and in cash, while others repaid
their charge off balance over multiple payments under a new, zero interest loan underwritten by CU
Revest. Not one of those payments has ever been late and member-borrowers have experienced a
positive lift to their score after six on-time monthly payments have been made on this new, open credit.
The results, in addition to over a thousand recovered ultra-loyal members, are millions of dollars in
restored capital from accounts previously abandoned by the credit unions and their collection agencies.
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Many credit unions view the free recovery of a prior prime member as vastly superior to the costly
acquisition of a new, unproven member. Some have said that the recovery of members is more
important than the recovery of capital. It is safe to say, that every recovered member re-entered his or
her credit union with a renewed, even stronger sense of loyalty. The bond between credit union and
member is once again complete.

Conclusion
The Consumer Recovery Lifecycle is a path traveled by former members who have lost their credit union
privileges because of financial problems leading to charged off debt or a negative share account balance.
The Lifecycle can be both frightening and rewarding and it is not an easy journey. There is no standard
time period for completion of the Lifecycle. The downhill credit spiral may be either swift or protracted.
The hiding period may last from a few months to several years. The re-establish period also takes time,
and generally requires professional assistance.
Most banks have no interest in providing a second chance to charged-off customers who are trying to
fight their way back from payday lenders, “buy here-finance here” auto dealers and check cashing
stores. Collection agencies are programmed to recover the low hanging fruit of accounts that are newly
assigned to them. Their modus operandi is to attempt to extract money from debtors during the Stage 1
Credit Slide and Stage 2 Hiding Period. After several months or a few years, the accounts are abandoned
and collect dust in the collection agencies’ file rooms. They do not have the time or the resources that
will tell them when a debtor enters the prime collection opportunity within Stage 3, the Re-establish
Period, or the tools necessary to help with a successful recovery.
On the other hand, CU Revest, a Special Asset Management CUSO, is a different breed. We understand
the psychology of debt recovery and possess the intellectual property, proprietary technology and
financial tools necessary to identify and help former credit union members who are trying to reestablish themselves. CU Revest is strategically focused on Stage 3, the Re-establish period. We help
prior prime credit union members once again qualify for mainstream financial services and, hopefully,
reinstatement of their credit union membership privileges.
The path through the Consumer Recovery Lifecycle from financial distress to financial recovery is
available to most credit union members. There is no prescription for the length of time the journey will
take, nor is there any guarantee that a prior prime credit union member will – or even should be –
reinstated. But many former prior prime credit union members who have suffered financially and
emotionally since the Great Recession are once again credit union members in good standing. These reestablished, recovered prior prime members have repaid their prior obligation to the credit union in full.
They meet or exceed their credit union’s current membership requirements, and bring with them a
loyalty factor that far exceeds any newly acquired member for which the credit union invested
significant acquisition dollars. Upon completion of the Consumer Recovery Lifecycle, the bond between
the member and the credit union has been reinforced and is stronger than the original.
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For Additional Information…
CU Revest is a multiple credit union owned Special Assets Management CUSO dedicated to the
restoration of capital and recovery of members for client credit unions. For additional
information about CU Revest, please visit www.curevest.com or contact the following:
Mike Joplin
President
Chief Executive Officer
San Diego, CA
858.467.7202
mjoplin@curevest.com

Jason Micheletto
Executive Vice President
Valuations and Structure
Dallas, TX
469.585.9717
jmicheletto@curevest.com

Guy Messick or Brian Lauer
Messick & Lauer, PC
Media, PA
610.891.9008
gmessick@cusolaw.com
blauer@cusolaw.com

Mike Hales
Executive Vice President
Strategic Relationships
San Diego, CA
949.291.6363
mhales@curevest.com

Dennis Dollar or Kirk Cuevas
Dollar Associates, LLC
Birmingham, AL
205.991.1525
ddollar@dollarassociates.com
kcuevas@dollarassociates.com

CU Revest, LLC
5454 Ruffin Road
San Diego, CA 92123
858.467.7200
www.curevest.com

Definition: re·vest (r-vst)
Re.v. re·vest·ed, re·vest·ing, re·vests
1. To invest (someone) again with power or ownership;
reinstate.
2. To vest once again in a person or an agency.
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