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The first step in solving a problem is always your ability to admit that you have a problem.  The process of getting into debt was a slow one and did not happen overnight.  Consequently, repairing the damage will not happen overnight.  The good news is that you must take the first step towards repair.  

What are some of the signs of trouble with personal debts?

· You start to realize that there is more month left at the end of the money.
You just fast forward into the next month and float those checks.

· To make ends meet, you work two jobs.

· You hold many credit cards and you use the excuse that they all have different interest rates so it is important to keep them.

· You are post-dating checks.

· You are leaving your mail unopened.

· You worry about money constantly.

· You have applied for credit and were turned down.

·  Creditors are calling you all the time.

· You continue to pay only the minimum and at least feel that you are paying your bills.

· You reach your cash advance limit on one of your credit cards to make the monthly payment on another credit card.

Most financial experts believe that consumers who are spending more than 20% of their after-tax income on non-mortgage debt are dangerously overburdened.

Lets find out if your Debt Rate is at an acceptable ratio.

Finding your debt ratio.
· List all of your auto loans, school loans, personal loans, and credit cards. Do not enter your mortgage or your rent.

· Determine your minimum monthly payment for each account.

· Add up all of the payments.

· Divide your monthly take-home pay into your average monthly debt.  This answer will be your Percentage of Debt.

Debt Ratio Chart

· 10 % - You are probably a good credit manager.

· 15 % - No cause for alarm at this time, but you should evaluate your spending and attempt to bring it closer to 10%.

· 20%  - You have a problem with debt and should immediately begin at working to reduce your debt.

· 25%  - Extremely problematic debt.  You may be in jeopardy of losing your home or automobile.  You need to seek professional help.
Introduction

Because of the current economic situations, everyone – rich or poor, business or individual – are having various degrees of financial problems and making credit card debts to be at its highest.  Many individuals are now using credit cards for their basic living and food expenses and using it as an extension to their regular paycheck.

Establishing and maintaining an excellent credit rating is one of the most important financial goals that individuals face.   Unfortunately, maintaining good credit can be difficult, especially if you fall behind on any payments or experience financial difficulties.   Your credit rating or score is an indication or a prediction that lenders, financial institutions, and banks make regarding your ability or likelihood of paying back your credit purchases.  Credit issuers develop their scores based on their interpretation of your credit report, your reported income, and your debt ratio.  There are pros and cons to the credit scoring system

In our society, a financial profile is gathered and maintained by private businesses known as Credit Reporting Agencies/Bureaus for profit, without your knowledge but with your consent, when you fill out an application for a line of credit from any bank.

To survive and be a part of this society, one needs good credit ratings.  With a bad credit rating the interest rates received on purchases are higher, which increases the overall cost of these purchases.  Credit ratings in the last 18 years have changed for the worst.  In 1984, 90% of individuals in the US had A+ credit and 10% having B, C, D, or zero credit. In 2002, 30% of individuals in the US have A+ credit and 70% having B, C, D, or zero credit.  Interest rates are dependent on your credit rating scores, and higher rates are applicable for those with less than A+ rating.  

When it’s all said and done, if your credit reports show negative entries, you probably are paying thousands of dollars in interest over charges, on home, business, or educational loans.
Repair Process 

Education on managing and handling your finances were never taught in school or college. It is learned the hard way. The key process is to control your impulsive spending, but that is difficult because we are programmed to be consumers by TV, magazine ads, etc.

Remedies

· The first thing to do to correct your impulsive spending habits is to cut up all but one of those credit cards, leaving one for an emergency only.

· Make a list of all your income and debts by evaluating your own spending habits and tracking the causes of your debts.

· Tracking the reasons for your existing debts will allow you to take control and eliminate needless debts in the future.  Be aware of your feelings at the time those shopping sprees took place.  Were you angry, lonely, depressed, and bored?  Look for ways how to change and stop those addictive habits.

· Get a free copy of your credit reports from all three major bureaus/agencies, and learn how to read the reports.  Check the information maintained on file. You are entitled to a free copy if you were denied credit, self-employed, or looking for a job, otherwise it will cost about $8.50 per credit report.

· During this credit repair process, no inquiries or loan applications are to be submitted.  Credit inquiry stays on a credit report for two (2) years.  Therefore, creditors are assuming that those inquiries resulted in loans, even if those inquiries were all denied.  

· To prevent credit inquiries and solicitations against you, with and without your consent, call the free “opt-out” service at 1-888-567-8688 used by all three bureaus.  This step is very important.  If you suspect that your personal information were stolen and misappropriated to commit fraud or theft, take action immediately.  

· Close all non-active accounts with zero balances. These accounts still affects your overall debt ratio as long as they are open and accessible for use.

· By you closing these zero accounts personally, the credit reports will read       “Closed by Consumer instead of “Closed by Creditor”.  This shows you are taking         responsibility for your financial debts.

· Open a savings and/or checking account at a local bank, building a new relationship, and get the free Debit Card applicable to the account (s).   

· Debit Cards are the opposite of Credit Cards.  Your spending is limited to what is in your applicable checking or savings account.  No credit line available. 

· Pay all loans, bills, and credit accounts on time, every month.

· Pay all of your utility bills, phone bills, and cable bills on time

· Keep your credit card balances significantly below your credit limits.  Lenders will look at your spending behavior and balances when determining your credit worthiness.

· Maintain your expense records, such as checking, utility bills for one year, and your taxes for 7 years.   If you have a zero or low credit rating, these bills are items that can be used/needed for acquiring a home mortgage or a major loan.  

· Having a history of “paying as agreed” accounts on your credit report can be more beneficial than having a mortgage.

· Be prepared to negotiate.  Decide what you are able to afford monthly and negotiate up to that monthly payment

· Decide whether to negotiate alternative payment plans with your creditors or you enter into a Debt Management/Negotiation program to eliminate the debts within 18-24 months, saving between 40-60% of the debt.  Make one monthly payment and refer all creditors to the program negotiator.

· After considering many strategies for avoiding debt, developing a personal spending plan, eliminating your debt and negotiating with lenders to make repayment arrangements, you may find that you have no choice left but to file bankruptcy.  

· Most people cringe when Bankruptcy is mentioned, because of the fear of having Bankruptcy listed for 7-10 years on the credit report.  Even with a Bankruptcy on your credit report, dating 18 months or older, you still can get a loan for a mortgage/car at a higher interest rate

· The option for Bankruptcy is a last resort, available only if your net income is too low to pay all the debts currently outstanding.  

· What is bankruptcy?  Simply stated, bankruptcy is a legal proceeding that allows you to get out of excessive debt and gain a fresh start financially.                   Bankruptcy is as a legal declaration of an individual’s inability to pay their debts.

Following these simple, but important steps, will lead you on a path to building and maintaining an excellent credit rating.  Although they seem simple, building and maintaining your credit profile requires discipline, diligence and the determination to work on your goals.  Remember, credit/debit is recognized as better than cash in many places, and more transactions are made possible through credit/debit than ever before.  Having a poor credit rating can create many obstacles and barriers that are unnecessary and disturbing.  By keeping your eyes on your credit and financial goals you will soon have a stellar credit rating and financial freedom.

Bankrupcty

· Bankruptcy is governed by federal law.  The individual states have no important role in bankruptcy except that state laws, along with federal bankruptcy laws, determine the assets you may keep under a bankruptcy. 

There are three common types of bankruptcy.  To avoid confusion, it is important to explain the purpose of each:

1. Chapter 7 allows either an individual or business to discharge virtually all       unsecured debts.  You, the Debtor, retains the right to keep certain exempt property, despite your bankruptcy.  Most of your assets, including your home, furniture, and automobile may be exempt or partially exempted by law.  Most individuals in financial difficulty file under Chapter 7 of the Bankruptcy Code.  This type of bankruptcy is also known as liquidation.

2. Chapter 13 is an alternative to Chapter 7 bankruptcy.  The goal of a Chapter 13 Bankruptcy is not to receive a discharge from your debt, but to receive protection from creditors and additional time to pay off your debts.  It is basically a reorganization of your secured/unsecured debt, along with a plan for payment over a 3 – 5 year period.

3. Chapter 11 is for individuals or corporations engaged in business who desire to reorganize their debts and to seek court protection while they negotiate a plan of reorganization with creditors.

· In Deuteronomy 15:1 it states, “At the end of every seven years you shall grant a release of debts”.  The truth is that the Bankruptcy Courts were created for the very relief that most people are afraid to take, due to lack of knowledge about the process.   Because more and more individuals are learning about bankruptcy and taking advantage of its debt relief, creditors have lobbied for new changes, where they must now be paid a percentage of the Chapter 7 unsecured debts.  

· There is a Do-it-Yourself Bankruptcy kits available for your petition filing, and information is available at the Bankruptcy Courts for Debtors and Creditors representing themselves (Pro Se) in bankruptcy procedures.   There is always someone within the court system to help with your questions, or you can seek the advice and assistance of a qualified professional who specializes in bankruptcy.

What is bankruptcy?  Simply stated, bankruptcy is a legal proceeding that allows you to get out of excessive debt and gain a fresh start financially.  
· Once your debts are marked paid/settled, discharged or other positive remarks, you now have the option to challenge the Credit Reporting Agencies and bring to their attention items to be deleted from your report profile.  Items do not need to be on your report for any 7-10 years.  
PAGE  
3

