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Preparing Yourself for Divorce

Thinking about divorce?  Then it’s time to get your
financial house in order.  It’s easy to protect yourself
and your credit if you know how.  Your first step?
Open checking and savings accounts in your own
name — and don’t tell your spouse. Frequently,
when couples are contemplating divorce, one
spouse will write bad checks or somehow abuse the
joint bank account, leading to credit problems for
the innocent spouse.  By opening your own
accounts—and keeping them quiet—you can help
avoid credit problems in the future.

Open your individual accounts quickly, and fund
them with as much money as you can stash away.
According to the U.S. Department of Labor, a
woman’s standard of living drops 45% in the first
year after a divorce, while the average man’s jumps
15%. To avoid major change, pay close attention to
your credit rating, and make sure you don’t get in
over your head with credit card and other unse-
cured debt.

Frequently, one spouse is responsible for maintain-
ing a couple’s bank accounts and paying bills, while
the other spouse may be in the dark. Make yourself
aware of what’s going on as soon as you can. It’s no
surprise that the spouse that knows the least about
joint assets is at the greatest risk financially.

To avoid being taken advantage of, try to collect as
much information as you can before divorce is even
discussed.  Make copies of bank account records,
credit card statements and tax returns.  In particular,
make sure you have balances, transaction state-
ments, contact names, addresses and phone num-
bers for the following:
• Joint bank accounts
• Credit cards
• Brokerage statements
• Tax returns
• Business interests
• Pension funds
• Social Security
• Loans
• Medical coverage
• Insurance (home, auto, life)
• Wills and trusts
• Marital assets (artwork, antiques)
• Mortgage
• Indebtedness
• Inheritances
• Safe deposit boxes

To protect yourself, store copies of relevant docu-
ments in a safe place—a secret safe deposit box, at
a friend’s house, or at your attorney’s office.  For
additional privacy, consider opening a post office
box or having personal mail directed to a friend’s
address.

What To Do If You Are
Going Through a Divorce
If you are considering a divorce, going through a
divorce, or are newly divorced or legally separated,
you must pay careful attention to your credit. Why?

Let’s say that pursuant to your divorce decree, your
spouse is required to pay off two jointly held credit
cards.  A few months later, he or she neglects to
make payments as required, and your creditors
contact you demanding payment.  You advise them
that according to your divorce decree, your ex is
responsible for the debt.  Not so, your creditors
reply.  Since they were not parties to the decree,
you are still legally responsible for paying off the
joint accounts.  Although you can proceed against
your ex for violating the decree, your creditors still
have the right to report any and all the late pay-
ments to the credit bureau. Those negative marks
are now part of your credit history.

If you have joint credit accounts while you are sep-
arated or in the middle of divorce proceedings,
ensure that regular payments are being made.  That
way, your credit record won’t suffer. It’s important to
remember that as long as there is an outstanding
balance on any joint account, both you and your
spouse are liable for it.

You should also ask creditors to close any joint
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accounts or accounts on which your ex was an
authorized user.  In the alternative, you can request
that the creditor convert the joint account to an indi-
vidual one and have the debt transferred to the
spouse who is responsible for paying it.

By law, creditors cannot automatically close a joint
account due to a change in marital status, but they
can do so at the request of either spouse.
Creditors don’t have to agree, however, to convert
joint accounts to individual ones.  Instead, a credi-
tor can require you to reapply for credit on an indi-
vidual basis and then decide—based on your new
application—to either extend or deny you credit.
Similarly, when a divorcing couple has a mortgage
or home equity loan, the lender will probably
require you to refinance the loan to remove one
spouse from the obligation.

Individual vs. Joint Accounts
There are two different types of credit accounts,
individual and joint.  When you apply for credit—
whether it’s a credit card, bank loan, or mortgage—
you’ll be asked if you want to open an individual or
joint account.  (Even if you establish an individual
account, however, you can authorize another per-
son to use it).

When you apply for an individual account, the
lender will consider only your income, assets, and
credit history.  If you are approved for an individual
account, you, and only you, are responsible for
paying off the debt—even if you are married.  The
account will appear on your credit report and may
appear on the credit reports of any authorized user.
For tax purposes, income in community property
states is considered to belong equally to both
spouses, regardless of which spouse actually
earned the income.  If you live in a community
property state, both spouses may be liable for the
debt of one spouse, and debt may appear on each
spouse’s credit report.  Be sure to check the regu-
lations for each individual state for any differences.
Currently, the following states are community prop-
erty states: Arizona, California, Idaho, Louisiana,
Nevada, New Mexico, Texas, Washington, and
Wisconsin.

For spouses who earn little or no income, it may be
difficult to obtain credit or be approved for a loan
without the other spouse co-signing the applica-
tion.  If you are able to open an account, however,
make sure you establish a strong credit history by
making all payments on time.

When you apply for a joint account, the lender will
consider the income, assets, and credit history of
both spouses.

Even if only one spouse handles the money and
pays the bills, both spouses are responsible for
ensuring that a joint debt is paid.  Any lender who

reports on the credit history of an account held
jointly must report it in both names if the account
was opened after June 1, 1977.

A joint credit application combines the financial
resources of two or more people and may make a
potential creditor feel more secure and therefore
more likely to approve the loan or credit card.  Be
aware, however, that each person who applied for
the joint account is legally responsible to pay the
creditor for the entire amount of the debt.  This is
true even if a divorce decree states that one
spouse is responsible for paying a debt.  A former
spouse can adversely affect the other spouse’s
credit history on a jointly-held account by paying
late, exceeding the credit limit, or paying less than
the minimum amount due.

If you open an account, individual or joint, you can
authorize another person to use the account.
Many times, people will authorize a relative to use
the account.  That’s fine, but remember that you
remain responsible to the creditor for paying the
entire balance.  If you authorize your spouse, or
someone else, to use your individual account, a
creditor reporting on the payment history to the
credit bureaus will report the account in the author-
ized user’s name as well as yours.  You, however,
are the only one liable for paying the debt, not the
authorized user.  (These accounts are usually
opened for convenience.  They are helpful to peo-
ple who might not qualify for credit on their own,
like students).

Quick Facts About Divorce and
Your Credit
While the end of a marriage is often heartbreaking,
the financial consequences can be equally dis-
tressing and can last longer.  Three out of four
divorcees remarry within three years, but it often
takes much longer to dig yourself out of divorce-
induced debt, much less rebuild a credit rating.

• If you plan to divorce, pay special attention to joint
credit accounts, such as your mortgage, home
equity loans, and credit cards.

• Ask creditors to close joint accounts; then try to
convert or reopen the accounts under your name
only.

• Joint credit accounts are the responsibility of both
spouses, even if a divorce decree asserts that
one spouse is responsible for paying off the joint
account.  Creditors are not a party to divorce
agreements, so it is your responsibility to see that
your spouse fulfills his or her obligations under
the decree.

• Your credit will suffer if your joint accounts are not
paid on time every month.  If, for example, your ex
makes charges on a jointly held credit card and
then refuses to pay the balance, it will show up on
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your credit report and may prevent you from getting
additional credit or loans.

Getting The Credit You Deserve
After going through a divorce, it is essential to estab-
lish your own credit if you have not in the past.  Here
are some tips for building your own credit history:

• Establish a steady work record.
• Pay all bills promptly.
• Open a checking account, and don’t bounce

checks.
• Open a savings account, and make regular month-

ly payments.
• Apply for a small loan using your savings account

as collateral.
• Get a co-signer on a loan, and pay back the loan

as agreed.
• When you are getting a new credit card, shop

around for the best terms.  Check out
www.BankRate.com for the best credit card deals.

• Read—and understand—your credit card contract,
and don’t rush into signing anything.

• Make copies of all signed contracts.
• Make the largest payments possible on your cred-

it cards.
• Be aware of the penalties for missed payments.

Our mission at CreditGUARD of America, Inc. is to
assist individuals and families end financial crises
and to help them solve money management prob-
lems through education, motivation, and profession-
al counseling.

We are dedicated to empowering consumers
through educational programs that will influence
them to refrain from overspending and abusing cred-
it cards as well as to encourage them to save and

invest.  We sponsor local free seminars that are also
available to any organization that requests our edu-
cational services.

Our professionally-trained Certified Credit
Counselors have assisted thousands of families
across the United States.  Regardless of whether
your financial problems are due to the purchase of a
new home, birth of a child, major illness, or any other
circumstance, we can help.

CreditGUARD of America, Inc. is a member of the
Palm Beach Better Business Bureau, the Boca
Raton Chamber of Commerce, the Association of
Independent Consumer Credit Counseling
Agencies, and certified by the prestigious
International Standards Organization.

The advantages of CreditGUARD of America, Inc.
Debt Management Program are:

• Lower, more affordable monthly payments. (Our
program usually leaves clients with more money
every month).

• Elimination or reduction of interest and penalty
assessments.

• Free yourself from debt sooner!
(Most members are out of debt in 3 to 5 years.
Debts are paid off sooner, saving thousands of dol-
lars—and years of payments).

• Improved debt to income ratio.
• An end to annoying creditor phone calls.
• Improved credit rating.

(We attempt to re-age past due accounts to a
current status; this has an immediate positive
impact on credit ratings).

• Convenience. (Consolidating all unsecured debt
through our organization means making only one
payment per month).

CreditGUARD of America, Inc. is a member of the
Palm Beach Better Business Bureau, the Boca Raton Chamber of Commerce,

the Association of Independent Consumer Credit Counseling Agencies, and
certified by the prestigious International Standards Organization.
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