Budgeting Who Gets Paid First

 

Decide which debts would result in the worst consequences for your family if they weren't paid or were paid less than the amount due. Ask yourself the questions below.

 

·         What will affect my family's health and security the most? Usually the house, utilities, food, transportation and medical insurance take priority. Don't be tempted to let medical insurance slide when money is tight. If anyone in your family becomes ill, uninsured medical costs could be devastating. Pay high-priority bills or contact the creditors at once to work out smaller payments.

 

·         What will you lose if the bills aren't paid? You can lose your purchases if the creditor holds the title of the property as security for the loan: a home mortgage or car loan, for example. Sometimes furniture and large appliance loans are secured loans. If you aren't sure which loans are secured, check the credit contract. Unsecured debts may have to take lower priority, although you are obligated to pay them too.

 

·         How much do you still owe on the loan? Determine how much you have paid on each loan and how much you owe. 

 

Your Repayment Plan

Once you have calculated how much money you have for monthly living expenses and for paying off your debts, decide how much you can pay to each creditor, based on priorities you determined while answering the questions above. Work out a repayment plan that shows how much you plan to pay each creditor. Put this plan in writing.

Now you are ready to contact each of your creditors to explain your situation. You'll need to tell them how much you are able to pay and when you will be able to pay it. Some businesses, such as utility companies, have special counselors for customers who can't pay their bills. These counselors can help you set up a budget plan to even out your payments during the year. They can also tell you if you qualify for fuel assistance or any available programs.

 

Look to the Future

Remember--no matter how bad your situation may be, don't ignore your bills and creditors. Prompt action is very important; let your creditors know you are having trouble BEFORE you miss payments and the situation becomes worse.

Once you have a plan for paying bills, stick to it. Contact any creditors you cannot pay. Offer to pay only the interest, arrange for a longer period of financing or make minimum payments. Avoid taking on any new debt for family living expenses. When you have reduced debts to a manageable level, start a regular savings account. Build an emergency fund to help pay unexpected expenses.
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Advice for Budgeting and Contacting Creditors
 

1.  Consumer Credit Counseling Service

Offers budget counseling, educational programs, debt management and assistance, as well as housing counseling.

www.cccsintl.org
 

2. Consumer Column – Budgeting

National nonprofit group, Consumer Alert, explains the principles behind budgeting, credit and money management.  Has related bankruptcy links.

www.consumeralert.org/pubs/commonsense/index.htm
 

3. Household Budget Management

Includes budget tutorial for home expenses and examples along with downloadable shareware for keeping track of personal finances

www.dacomp.com/budget1.html
 

4.  Amby’s Work Site: Unemployment Blues

            Amby’s Job Search Materials – find a job, improve your resume, practice for

            interviews; includes links to Pittsburg job search sites.  Unemployment Blues.

            Transition The Creative Job Search includes:  Worksheets and Exercises.

            Budgeting.

            www.amby.com/worksite/unemployment_blues.html
 

5.  DebtWizards.com Consumer Guide to Credit

            Free consumer info on establishing credit, counselors, and collectors.  Also, credit

            card tips & scams, where to apply, how to get and fix your credit report, and car

            and consolidation loans.

            www.debtwizards.com
 

6.  Cheapskate Monthly Online

            Former credit card junkie now edits the magazine that shows people how

            to save money, pay debts, and enjoy being smart with money.

            www.cheapskatemonthly.com
 

  Ten Tips for Communicating with Credit Card Companies
 

1. Call creditors as soon as you realize you can't pay your bills. Explain the situation -- often it's divorce, disability or unemployment -- that is causing financial difficulty.

 

2. Explain any encouraging financial developments, such as a pending divorce settlement, disability benefits or a new job. Creditors may be more inclined to work with you if you'll have future income.

 

3. Propose an affordable alternate payment plan -- for example, half of the required minimum payment for three months with no late fees.

 

4. Keep a log of the dates and times of phone calls to creditors, take the name of the customer service representative you talked with and terms of the agreement.

 

5. Follow up calls with a letter that restates the agreed-upon terms. Send the letter by certified mail with a return receipt request and include the following information:

First paragraph: Account number and current interest rate required payment.

Second paragraph: Cause of financial difficulty (brief description).

Third paragraph: Specific reduced payment proposal (such as, "We request that you accept $50 a month through June, report our account as current, and waive any penalties.").

Fourth paragraph: Request for a response, stating that you will assume the creditor agrees to the terms unless you hear otherwise.

Contact information: Address, daytime and evening phone numbers and email address.

 

6. Resist pressure to pay more than you can afford. Neither you nor the creditor will benefit from an agreement that is doomed from the start.

 

7. Request that creditors remove negative information, such as late payments, and re-age your account. (That means that it is reported positively as long as negotiated payments are made.)

 

8. If creditors resist your efforts to negotiate a reduced payment, call a Consumer Credit Counseling Service office. Often, creditors waive late fees and reduce minimum payments for people receiving counseling. For more information about credit-counseling, call 1-800-388-2227 or visit the National Foundation for Credit Counseling online.

 

9. Keep creditors informed about continuing changes in your financial situation, such as prolonged illness or prolonged unemployment. If necessary, negotiate another extended repayment plan.

 

10. When all else fails, send creditors a small monthly payment, even if it is only $5 or $10. This shows that you're not ignoring your debts, and you'll avoid those computer-generated letters that automatically get mailed when no payment is made.

