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Getting Ready

Feeling overwhelmed by credit-card debt following the
holidays? The disciplined among us might buckle down and
develop a pay-off plan that they stick to month-by-
month. Others might need a little help.

If you’re thinking of turning to the pros, know what you’re
getting into. These three strategies work for some and have their
advantages. But understand who they help, how they work and
whether there are any downsides before you make a move.

1. Debt counseling 

Who it helps: Millions of consumers who find themselves in a
bind turn to debt counseling services each year, according to the
National Foundation for Credit Counseling. These companies assist
people who need help developing a personalized plan to solve
money problems now and avoid others in the future. 

How it works: Folks at these organizations help you make sense
of your financial situation by discussing your entire financial
situation with you in depth. Next, they should help design a
custom plan to solve your money troubles today and to show you
ways to avoid others tomorrow. An initial counseling session
typically lasts an hour, with an offer of follow-up sessions. Make
sure the company you choose offers a range of services, including
help with bill payment, budget counseling and savings and debt
management classes.

Steer clear of highly hyped get-out-of-debt-quick offers.
“Getting out of debt takes time and consistency,“ says USAA
Certified Financial Planner J.J. Montanaro.  “There are no magic
bullets.“ Instead, consider seeking free or low-cost help at a
legitimate debt counseling organizations, such as the www.nfcc.org/.

National Foundation for Credit Counseling. The NFCC has branches
throughout the country and is a non-profit, community
organization that provides free and confidential debt management
advice in person or by phone. You can also contact the
www.aiccca.org/ Association of Independent Consumer Credit
Counseling Agencies. 

Potential downsides: Do your research. In recent years, the
government has cracked down on unscrupulous operators who call
themselves debt counselors. Check out the agency in advance
before signing anything or handing over any account numbers.
Many states require that an organization register, or obtain a
license before offering credit counseling, debt management plans
and similar services. 

2. Debt management plans 

Who it helps: People who want a program to help simplify bill
payment and to have the option of arranging lower payments. 

How it works: Typically, you make one monthly payment to the
credit-counseling agency, and it makes the agreed-upon payments
to your creditors. A counselor acts as a go-between with creditors
to negotiate for a payment plan that lowers both payments and,
ideally, interest rates and waives certain fees. You’ll have to agree
to stop using your credit cards and not open any new credit
accounts. The agencies are paid in part by the lenders, but
generally charge you a fee to set up a plan and bill you a monthly
fee. Avoid plans that require more than $50 initially, or monthly
fees over $25. 

Potential downsides: This is definitely not for everyone. Turning
to this kind of plan could have a negative effect on a
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U.S. Army Sgt. Timmy Dawson, legal assistance
Non-Commissioned Officer, for Joint Task Force (JTF)

Guantanamo Staff Judge Advocate, paid off more than
$6,500 in credit card debt during his deployment to JTF

Guantanamo Bay, Cuba, in 2009. Dawson paid off a total of
$27,200 in debt during his 12-month deployment to JTF Guantanamo. 
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