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Learn 7 Debt Relief Options for Overcoming Insurmountable Debt

Description

It's one thing to be overwhelmed by debt, but it's another to feel hopeless when trying to fulfill monthly
payment minimums. If you struggle to make your minimum monthly payments and see no way out, it
may be time to look into debt relief options.

Here are some suggestions to help you get a better handle on your payments, debt, and financial
confidence.

Examine your spending plan.

Make contact with your creditors.

Look into credit counseling.

Participate in a debt management program.
Debt consolidation

Consider debt consolidation.
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1. Make and revise your budget.

If you're dealing with debt payments, you've probably already reviewed your budget for ways to save
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money. If you don’t have a budget or haven’t maintained it up to date, this phase may help you identify
overspending or recurrent items that can be paused or decreased.

For example, you may discover that your energy expenditures are excessive and inquire with your
provider regarding discount programs. Alternatively, you could look at options to lower student loan
payments, such as income-driven repayment programs or temporarily pausing payments through
forbearance or deferment until you can better manage your financial commitments.

This could be a viable solution for individuals who...

e They don’t have a budget to help with debt management or haven’t revised it in a long time.
e They are unclear about where their money is going or the ongoing charges.
e They want to be sure they aren’t unintentionally increasing their debt.

Start modestly if you don’t yet have a budget: Make a note of your income and recurring expenses
from the previous month, such as rent or mortgage payments, utility bills, and debt payments, in your
bank account. Include grocery runs as well.This will provide you with an idea of your basic minimum
monthly expenses.

Add in non-essential expenses like entertainment and dining out. You/might also automate this
procedure by using a budgeting app. Once you have your expenditure data, you can start reviewing
your finances. Check to see if anything appears to_be wrong.

For example, if you spent more money. than.intended on dining out, you might attempt meal
preparation in the coming month'to see how it affects expenditure.

Alternatively, you may discover that you are still signed up for a subscription service you do not use
and can unsubscribe. Even $10 can make a difference when you're suffering with bills. Keep track of
your monthly invoices and expenses over time. This can assist you in identifying any significant
increases in spending that you may be able to reduce.

It can also show you how much money you need to save or earn to keep your finances on track.
Having a defined aim can help you as you explore these other choices.

2. Make contact with your creditors

Creditors may offer complete debt relief solutions and payment modification programs in which you can
participate; however, you must contact them to learn more.

When you contact creditors and explain your status and current financial difficulties, you may be able
to obtain due-date extensions, modified payment plans, or permanent changes in monthly due dates. A
mortgage modification can help people stay in their homes.
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This program would add your outstanding balance to the amount of your loan. Your mortgage lender
will then modify your payment schedule accordingly. To obtain credit card debt relief, contact your
issuer and request that late fees be canceled or decreased to make repayment more manageable.
Whatever route you take, don’t be hesitant to seek debt relief. Creditors will not penalize you for
investigating your choices.

This could be a viable solution for individuals who...

I have not yet contacted my creditors to discuss debt reduction possibilities.

Are you already behind on payments or would benefit from a new payment due date
They would benefit from incorporating a current debt into their loan balance.

Have debt that has not yet been collected.

¢ Can make smaller payments over a longer time.

Examine your most recent bills to determine if there are any instructions for contacting creditors.
Contact information can be found on your bill, online, or, in the case of credit cards, on the back of your
card. When you phone creditors, describe your position — whether a job loss or an unforeseen
expense — and inquire about debt relief or discount programs. Use your track record of on-time
payments as leverage when asking for payment help.

3. Look into credit counseling.

Nonprofit organizations provide credit counseling, often known as debt counseling, to assist people
with money and debt management.

When you work with a credit counselor, they may assist you in developing and reviewing your budget,
prioritizing your payments, and even working with your creditors to stop collection proceedings and
pause fees through a debt management program. (More on that later.)

This could be a viable solution for individuals who...

¢ When it comes to debt management, you’re not sure where to begin.
¢ | prefer to seek budgeting and financial assistance from a competent and objective professional.
e They require additional resources to assist them in gaining control of their finances.

Check with your state’s attorney general to find a credit counselor in your area. Credit counselors can
also be found through the National Foundation for Credit Counseling (NFCC). Prepare to speak with a
counselor for at least 30 minutes, either over the phone, online or in person.

Prepare any critical financial information, such as your household income, monthly expenses, and
overall indebtedness.

4. Participate in a debt management program.
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Credit counseling agencies frequently provide debt management programs that combine monthly debt
payments into a single fee that is made to the counselor, who then distributes it to your creditors.

The counselor negotiates with your creditors to potentially cut interest rates and waive or minimize
fees, allowing you to gain control of your debt. Debt management programs usually run three to five
years and are designed to help you get out of debt. These plans may include a one-time or monthly
price unless your household income is less than 150 percent of the poverty line.

This could be a viable solution for individuals who...

¢ Are you feeling overwhelmed by monthly debt payments?
¢ Are you willing to commit to a three-year or longer payment plan?
¢ Are you willing to close some credit lines to limit further debt during the program?

When considering debt consolidation, compare your borrowing choices first. You can prequalify with
lenders to determine whether you'd be eligible for a loan or line of credit and under what circumstances.

The pre-qualification process does not affect your credit and requires basic information such as your
name, address, income, and loan amount. Prequalify with many lenders and weigh your possibilities.

Examine fees and APRs, which accurately represent yeur borrowing costs. Once you've found a lender
that works for you, you can file a formal application; which will have a minor impact on your credit.

You can use your new loan or.credit line to pay off your existing debt if you are authorized. Some
lenders will take care of this for,you.

6. Think about debt consolidation.

When managed independently, debt settlement might be a realistic approach to minimize your debt.
Consumers can negotiate their debt settlement by contacting their creditors and offering improved
payment schedules as well as the fee, interest, and amount reductions. Although third-party debt
settlement solutions are available, they should be avoided.

These programs request that you stop paying payments to push creditors to give a lesser repayment
amount. This method, however, is not guaranteed to succeed and will most likely harm your credit.
Furthermore, these programs charge exorbitant fees and are sometimes riddled with fraud.

This could be a viable solution for individuals who...

e Make time to communicate with creditors.
e Can keep track of outreach progress and agreements.
e Are currently suffering financial difficulties that they can document for creditors
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The first two crucial steps are to identify your debts and then develop a sustainable budget so youknow
what kind of payments you can make to creditors. If you've recently received a large chunk ofmoney,
you may be able to negotiate a lesser payoff amount than what you owe. When you’vedetermined
what you're willing to offer, contact your creditors and begin negotiating.

In some circumstances, you may have to play hardball to get debt relief.

7. Consider your bankruptcy options.

If full debt repayment appears to be out of reach, bankruptcy may be an option to consider. This debt
relief method, however, will badly harm your credit. Chapter 7 and Chapter 13 are the two most
common types of consumer bankruptcies:

Chapter 7 bankruptcy is a liquidation bankruptcy in which assets are liquidated to pay off debts, and
any leftover unsecured debts are discharged.

To qualify, you must pass a means test and demonstrate that your income does not exceed certain
limits. Chapter 13 bankruptcy is a repayment plan bankruptcy.

You design a three- to five-year repayment plan throughiit, and'once finished, the rest of your
unsecured obligations are forgiven.

This could be a viable solution for'individuals who...

e Passes the means test.
¢ | don’t see any other way out of debt.
e Are you capable of drafting and sticking to a three- to five-year payback plan?

Bankruptcy is not something you should file on your own. Instead, hire a bankruptcy professional to
assist you in determining the specific filing requirements of your local bankruptcy court. You must also
attend a debtor education class and provide a certificate of completion after filing.
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