


 

 P a g e  | 23 

LLeessssoonn  55::  DDeeaalliinngg  wwiitthh  DDeebbtt  
Repaying Debt by Matching our Personality to the Strategy 

Matching Debt Repayment to Our Financial Personality 
Sending your PowerCash (“extra” payments or “additional” money) to your creditors is a 
great way to pay off your debts early. The sooner you pay them off, the less interest you’ll 
pay over time. This “extra” money refers to any amount you send to your debts above and 
beyond the minimum amount due. When you have multiple debts to pay off, there are various 
approaches I’ve heard of to accelerate their repayment. Here are a few of 
the most common, important and effective methods: 

1. Most Important: Debts that are “secured” against some type of 
property, such as vehicles, and homes, should top everyone’s list. 
Make sure that at least their minimum payments are made every 
month without fail. Then, you can put these payments in their proper 
place according to the following accelerated repayment method that 
fits you best. 

2. Highest Interest Rate: Organize your debts with the highest interest 
rate at the top of the list, and send your PowerCash first to the debt 
with the highest interest rate until it’s paid off, then work your way 
down. This method ensures that you will pay the least amount of 
interest over all. NOTE: This method, though recommended by most 
financial experts, requires a great deal of discipline and patience, 
especially early on in the process. If you’re not terribly disciplined 
or patient, go with the third method, described below. 

3. Lowest Balance: Organize your debts with the lowest balance debt 
at the top of the list. Sending your PowerCash first to the debt with 
the lowest balance means that you’ll be more likely to see a debt 
paid off sooner than if you used the Interest Rate method above. 
Such rapid repayment typically provides the motivation needed to 
continue adhering to your accelerated debt repayment plan. 

Finally, if you require further motivation, consider throwing yourself a debt repayment party 
after each debt is paid off. However, use no more than half of the monthly debt payment that 
you just got rid of. You may even consider using such an idea as incentive if you’re married 
and your spouse is not committing to the process. 

Remember, it’s not a bribe if you’re trying to get them to do something that is not illegal. 
Instead, it’s an “incentive.” 
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The Good, the Bad and the Ridiculous. Third-Party 
Debt Helpers 
 
Whenever you consider turning to a third-party to get help with your debt, remember that 
there will almost always be fees involved. There are also good and bad players in every 
industry. Refer to the following table to help you find the right party for your debt elimination 
strategy: 

Who They Are 
What They Do 

or Attempt 
What They 

Charge 
How to Find 

Them* Notes 
Credit 
Counseling 
Agencies 
(CCA) 

 
☺ Negotiate lower 

interest rates and 
end to penalty 
fees. Client pays 
debts monthly 
through CCA. 

A very few charge 
no fees. Most have 
capped enrollment 
fees and monthly 
administrative fees 
(usually between 
$50 & $75) 

• www.accpros.org 
• www.aiccca.org 
• www.nfcc.org 

Make them your first stop 
after trying to pay off on 
your own. Their initial 
counseling session is 
typically free. Ideal for 
clients with regular income 
and high interest rates. 

Debt 
Settlement, 
Negotiation 
or 
Arbitration 
(DS) 

 
1 Negotiate lower 

balances owed. 
You send monthly 
payment to DSC 
until they 
negotiated with 
creditors. 

Fees vary from a 
% of the total debt, 
to monthly fees to 
a % of the amount 
negotiated off by 
the DSC. 

• AmericanFair 
CreditCouncil.org 

• www.iapda.org 

Ideal for consumers with 
lots of cash available to pay 
off small debts. Large debts 
often end up in court. The 
50% advertised settlement 
does not include their fees. 

Bankruptcy 
Attorneys 
(BA) 

 
. Work through 

federal court to 
discharge you of 
your 
responsibility to 
repay some 
(Chapter 13) or all 
(Chapter 7) of 
your debts. 

Varies widely from 
$500 to several 
thousand dollars. 
Some require 
payment up front 
while others work 
out a repayment 
plan. 

• www.nacba.org Some debts, like student 
loans and back child 
support, are rarely 
discharged even in 
bankruptcy. For consumers 
with any complexity at all in 
their finances, BAs are well 
worth their fees. 

Collection 
Agencies 
(CA) 

 
1 Purchase debts 

other companies 
have deemed 
uncollectable (or 
“bad debt”) 

CAs attempt to 
collect the original 
debt balance, even 
though they can 
make a profit from 
collecting as little 
as 20% or 30%. 

Ummm, everyone 
knows that this is 
unnecessary. They 
find you! 

As soon as you’re contacted 
by a CA, call the original 
creditor and ask to have 
them bring the debt back in 
house. Set up and make 
monthly payments, but your 
credit and your pocket book 
may not suffer as much. 

*Inclusion does not imply an endorsement of the agencies or services providers listed. 

Regardless of your path, make sure that you check into the company thoroughly. This is YOUR money 
we’re talking about, so don’t just assume the company is legitimate and trustworthy. Here are a few 
preliminary steps to take. 

1. Did they contact you by phone (telemarketer) or 
email (spammer)? Avoid them like the plague! 

2. Find their rating with the Better Business Bureau 
(www.bbb.org). If it’s awful or even questionable, then 
steer clear. If it’s good, then continue your research. 

3. Do an Internet search of the company name along 
with the word, “scam” or “fraud.” If you find a 
regulator’s report (state department of finance or 

banking, for example) or an established media outlet 
article (NOT a blog or independent website), it’s time 
to hightail it out of there. Take into consideration that 
any “ranting” as well as “raving” about the company 
on blogs and web pages may very well be those of a 
disgruntled customer with a grudge or a company 
employee. 
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PowerCash Worksheet 
 
Determine how much you usually spend each month for the expenses in rows #1-6. Write 
those totals in the second column. Think of other types of expenses you have each month that 
you have some control over (either in the quantity you purchase or the amounts you use). 
Add these to second column for rows #7-10. 
Add up the amounts in the second column and write the total in row 11. 
Multiply row 11 by 10% and enter the result in row 13. This is your PowerCash! 
At the beginning of each month, consider splitting your PowerCash into three goals: paying 
down debt, building an emergency savings plan, and growing your long-term investments.  
 

“Successful Savings Happens at the BEGINNING of the Month!” 
 

 Controllable Expenses 
How Much I/We Spend Each 

Month 1.  Groceries  2.  Entertainment  3.  Dining Out (Breakfast, Lunch, Dinner, Other)  4.  Hobbies and Habits  5.  Gift Donations  6.  Transportation (Fuel, Travel)  7.  Other:  8.  Other:  9.  Other:  10.  Other:  11.  TOTAL ESTIMATED MONTHLY CONTROLLABLE EXPENSES  12.  x 10%  13.  = My/Our PowerCash  

 

Commitment to Eliminate Excessive Consumer Debt 
By signing this commitment, I acknowledge that excessive consumer debt (such as credit card 
debts, payday loans, and even auto and student loans) will stunt my financial growth 
permanently. The time (and money) I spend paying back interest is time I’ll never get back in 
order to be better prepared for the future. 

I hereby commit to consistently pay down my debts until I am free of consumer debt by the 
date listed below. 

 
 

Signature Month & Year
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