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Controlling Debt

Facilitator Name & Position
Agency Name



Copyright 2022 Michigan State University. Michigan State University is an affirmative action/equal opportunity employer

Our Mission
Helping people to improve 
their lives through an 
educational process that 
applies knowledge to critical 
issues, needs and 
opportunities.

Presenter
Presentation Notes
With a presence in every Michigan county, Extension faculty and staff members provide tools to live and work better. From a personal meeting to information online, MSU Extension educators work every day to provide the most current information when people need it to ensure success – in the workplace, at home and in the community.
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MSU Extension

msue.msu.edu

Presenter
Presentation Notes
For more than 100 years, MSU Extension has helped grow Michigan’s economy by equipping Michigan residents with the information that they need to do their jobs better, raise healthy and safe families, build their communities and empower our children to dream of a successful future. Our main website, msue.msu.edu, has a variety of educational events and resources.
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www.mimoneyhealth.org

Presenter
Presentation Notes
Our MI Money Health.org website contains a wide-variety of financial information and tools to use when adopting standard financial practices.
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Reminders

• Sign in each week
• Attend all classes to 

receive a certificate 
of completion

Presenter
Presentation Notes
Share: Welcome the group, take attendance.
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Ground 
Rules

Participate and contribute. 

Be respectful.  

Be responsible.

Be open. 

Be flexible. 

Help us stay on time. 

Have fun. 

Keep the end in mind. 

Turn off cell phones.

Is there anything 
you wish to add?

Presenter
Presentation Notes
Review the Ground Rules:
Participate and contribute. 
Be respectful. 
Be responsible.
Be open. 
Be flexible. 
Help us stay on time. 
Have fun. 
Keep the end in mind.
Turn off cell phones.
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Handouts

Presenter
Presentation Notes
Distribute: Handouts for today’s lesson. 
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Money Management Sessions

➢ Week 1 – What’s My Future
➢ Week 2 – Making Good Money Decisions
➢ Week 3 – Organizing and Keeping Records
➢ Week 4 – Planning to Save
➢ Week 5 – Saving for the Future 
➢ Week 6 – Making a Spending Plan
➢ Week 7 – Managing a Spending Plan 

Presenter
Presentation Notes
Highlight that the main goal of this series of lessons is to learn personal money management skills. 
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Money Management Sessions

➢ Week 8 – Protecting My Money
➢ Week 9 – Income and Taxes
➢ Week 10 – Paying Bills
➢ Week 11 – Understanding Your Credit
➢ Week 12 – Controlling Debt

Presenter
Presentation Notes
Highlight that the main goal of this series of lessons is to learn personal money management skills. 
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My Plan Check-in 

Pull and review your credit report. 
Anything to dispute?

Identify how I will build my credit score.

Decide how much credit I can afford.

Write a SMART goal based on your 
findings

Presenter
Presentation Notes
Share: To review the assignments from “Lesson 11: Understanding Credit,” ask for a couple of volunteers to share their action plan that includes pulling their credit reports or building credit. 
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Objectives 

• Demonstrate knowledge of ways to prioritize 
payment of bills.

• Identify two ways to develop a debt repayment 
plan.  

• Identify options for working on credit problems.

Presenter
Presentation Notes
Share: State the learning objectives for this lesson.
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Credit versus Debt
• Confirm debts: where you are now?

Presenter
Presentation Notes
Share: Credit and debt are not the same. Credit allows you to borrow money to purchase something you do not have the cash to pay for. Credit can be easy to get, but it may be difficult to pay off the loan. “Debt” is the amount you owe. When you put something on credit, you must pay back what you owe (the debt), using part of your income and resources until it is paid off. You might have medical bills, emergency expenses, or loans for your housing or transportation needs. Having a large debt can lead to financial trouble, family arguments, overdue bills, repossession, garnishment, and even bankruptcy (Anderson-Porisch et al., 2007).
(Leader Note: Find additional definitions in “Appendix 12-1: Debt Definitions.”
Repossession: The action of a creditor taking possession of collateral such as a car, after a debtor fails to repay a loan
Garnishment: A court-sanctioned procedure where a debtor has money taken from a bank account or paycheck to pay debts
Bankruptcy: A legal process used by the court system to address serious debt problems of a person or business.
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Activity 1
Handling Disappointments and 
Frustrations

Feelings & Actions
• Child

• Teen

• Adult

Presenter
Presentation Notes
Ask: What are some ways you plan ahead to handle unexpected situations? Are there ways you have heard about that people avoid paying their bills? How do you act when you are forced to pay bills? (Boyce et al., 2005) 

(Leader Note: Have participants write down their feelings on the “Handling Disappointments or Frustrations” handout if they want something but cannot have it.)
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Activity 2
How Much Do I Owe?

Presenter
Presentation Notes
Activity 2:  Debt Reduction
Share: Be honest and realistic about debts you owe. Collect bill statements and overdue notices. Also, find any letters from creditors that threaten action for not paying a bill (Consumer Financial Protection Bureau, 2020). Make a list of who you owe money to and how much you owe them on the “Track Your Debts and How Much You Owe With This Debt Log” handout or in the Consumer Financial Protection Bureau publication “Debt Getting in Your Way? Get a Handle on It” in the “What Debts Do I Owe?” section and fold-out worksheet. If you obtained a copy of your credit report as discussed in “Lesson 11: Understanding Credit,” it will help you find any debt you may have forgotten or that has been sent to collections.
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Activity 3 
How Much Credit Can I Afford? 

Debt to Net Income Ratio 
Monthly Debt Payments / Net Income

=  Debt-to-Net  Income  Ratio
•20% or more is too high
•15% or less is ideal

Presenter
Presentation Notes
Share: Decide how much credit you can afford. This may help you to understand your total level of debt. Use “The Debt-to-Income Calculator Gives You a Benchmark for Planning” handout to measure how much debt you have compared to your income, not including your monthly house or rent payment. 
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Activity 3 
Debt-to-Income Ratio Math

Presenter
Presentation Notes
Share: First, divide your total house payment including principal, interest, taxes and insurance, or rent payment by your gross monthly income. Lenders use the guideline that no more than 30% to 31% of your gross monthly income should go for your mortgage payments, taxes, and insurance. Another guideline is that no more than 11% of gross monthly income is paid for other debts, including car payments, credit cards, and other loans. Next, add in any debts to the ratio. Do this by dividing any secured debts, such as auto loans, student loans, and other loans, and also any unsecured debt from credit cards and personal loans by your gross monthly income. The ideal debt ratio is 15% or less (Consumer Financial Protection Bureau, 2020).
This is one way to check the overall health of your finances and to tell if too much debt is putting pressure on your budget. You may find you need to reduce your debt. If you do reduce your debt, more money will be available for you to use for savings, spending, and emergencies. What is your debt-to-income ratio? Is it over or under the recommended guidelines? 
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Activity 4
Prioritize Your Bills

• Which bill(s) should I pay first?
• Consequences 

Presenter
Presentation Notes
Activity 4:  Prioritizing your bills
Share: When you have a month when you have more bills than income, how do you decide which bill to pay first? You should understand what might happen if you fall behind. Think through the choices of which bills to pay or not to pay. Then plan to pay the most important bills that month (Consumer Financial Protection Bureau, 2020).
(Leader Note: Using the “Prioritizing Bills Helps You Manage Issues When You Can’t Pay Them on Time” handout or Consumer Financial Protection Bureau publication Debt Getting in Your Way? Get a Handle on It in the “Which Debts Do I Prioritize in Tight Months?” section and fold-out worksheet, talk through as a group the issues about weighing the risk of not paying certain bills right now as they affect a job, housing, utilities, insurance, and other obligations. Each person should decide their priority of paying their bills in tough months.)
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Methods to Pay Down Debt
• Debt Snowball
• Highest Interest 

Rates
• Power Payments

www.powerpay.org

Presenter
Presentation Notes
Share: There are two ways to pay down debt.
Snowball Method: Start with the smallest debt, then move on to next debt, until all are paid.
Highest Interest Rate: Start with the debt that has the highest interest rate, then move on to the debt with the next highest interest rate, until all are paid.
(Consumer Financial Protection Bureau, 2020)
Ask: Which strategy is better for you after you make all minimum payments? Choose the strategy that helps motivate you the most to feel you are successfully paying down your debt.
Share: PowerPay is a free online service from Utah State University Extension. You can use the website to list your debts, using the information from your debt log. You can find the website by doing a search for Utah State University Extension and then in their search box, type in “PowerPay.” The website will calculate for you which debt to pay down first after you make the minimum monthly payments on all your debts (Utah State University Extension, n.d.). For example, if you have an extra $50 this month, make the minimum payments on each debt and add $50 to the minimum due for the one debt you want to pay down faster. PowerPay will do the math to show you the interest savings over time, which means you will have more money for other things by paying your debts off.


http://www.powerpay.org/
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Dealing with Debt Collectors
• Ask name of caller
• Remain calm
• Dispute debts in writing

Presenter
Presentation Notes
Dealing with Debt Collectors
Ask: To “procrastinate” means to put things off. Why do we procrastinate?
(Leader Note: Allow time for participants to share the reasons they procrastinate.)
Share: If a debt collector contacts you, do not ignore it. Sometimes we procrastinate, which can make us feel like we are frozen and cannot move forward (Boyce et al., 2005).
If you receive a call from a creditor or collection agency, do the following:
•	Get the name of the creditor and the name, address and telephone number of the collection agency. Get the exact amount of the account that is claimed to be due. Write down the date and time of each call. 
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How do you talk to creditors?

This Photo by Unknown Author is licensed under CC BY-NC-ND

Presenter
Presentation Notes
•	Explain your current financial situation and tell how much of the bill you are able to pay, according to your budget. 
•	If you believe you do not owe the amount claimed or disagree in other ways, make your reasons known promptly in writing to both the creditor and the collection agency. Use the letter in the “You Can Be Prepared to Ask Questions When Debt Collectors Call” handout to ask your questions and to make sure you owe the debt. Keep copies of all correspondence. 

(Leader Note: If using the publication Debt Getting in Your Way? Get a Handle on It, talk through the “How Do I Respond to a Debt Collector?” section, including knowing your rights, knowing how to verify if the claim is valid, and knowing how to dispute the debt if you do not owe it.) 


https://www.coffeetalking.com/2016/07/rambling-over-coffee-possible-changes.html
https://creativecommons.org/licenses/by-nc-nd/3.0/
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Activity 5
Communication Worksheet

Presenter
Presentation Notes
Activity 5:  Prepare a Communication Worksheet
Share: We will prepare a communication worksheet on one past due account. Use the information you have from the “Prioritizing Bills Helps You Manage Issues When You Can’t Pay Them on Time” handout as well as from ”Lesson 3: Organizing and Keeping Records” to find the creditor’s account information and phone number you will call. Review the handout “Use This Budget Tool to See How Much You Make and Spend Each Month” from “Lesson 7: Managing a Spending Plan” to determine how much you can afford to pay, if you cannot afford to pay the current monthly payment. Write down all information you will discuss and all questions you have on the “On the Path Communication Worksheet” handout (Boyce et al., 2005)
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Debt Action Plan

Presenter
Presentation Notes
Share: If the debt is owed, create a debt repayment plan to pay off debt. It takes time and commitment, difficult choices, and a plan for action. Follow these nine steps to create your own plan (Anderson-Porisch et al., 2007) and use the “Start Reducing Your Debt by Making a Debt Action Plan” handout. 
Decide why there is a debt problem.
Set a goal.
Put extra income toward debt repayment.
Track spending and develop a spending plan.
Save on interest and late fees.
Contact creditors.
Seek help from a counselor.
Consolidate loans.
File for bankruptcy as a last resort.
 
Leader Note:  Definitions
Creditor: A person or company to whom money is owed.
Collection Agency: A business that specializes in collecting debts that the original lender could not collect.  
Default: Failure to fulfill a contract agreement, such as not making required payments, failing to maintain necessary insurance, or not keeping collateral in proper condition. 
Debt Consolidation Loan: Combining several loans into one lower interest rate loan.  Beware of scams.
Foreclosure: A legal procedure where the lender takes possession of a home for nonpayment of the mortgage. 
Garnishment: A court-sanctioned procedure where a debtor has money taken from a bank account or paycheck to pay debts. 
Interest: The cost of borrowing money. 
Judgment: A court-determined outcome of a lawsuit including any amounts owed.
Lien: A legal interest taken by creditors against a property that allows the property to be held, taken, or sold to repay a debt.
Repossession: The action of a creditor taking possession of collateral such as a car, after a debtor fails to repay a loan.
Be suspicious of claims from so-called credit repair companies. Many companies appeal to people with poor credit histories, promising to clean up their credit reports for a fee. But anything these companies can do for you for a fee, you can do yourself – for free! By law, you have the right to correct inaccurate information in your file, but no one – regardless of their claims – can remove accurate negative information from you credit report. 

Accurate negative information on your credit report will remain 7 years 
Bankruptcy will remain on your credit report for 10 years
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Discussion Questions

Presenter
Presentation Notes
(Leader Note: Choose several questions from the following list to begin wrapping up the lesson.)
How many warning signs do you have about too much debt?
What is my debt-to-net-income ratio?
Are there areas of your life that you procrastinate?
Has a bill collector ever called you on the phone? How did you feel when this happened? How did you respond? How did the bill collector respond to your situation?
After you write down how much you owe and how much you are behind, what did you discover?
What is your overall debt reduction goal? What does this mean monthly?
Do you need to contact creditors to propose a payment plan? Which ones and what will you share?
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Managing a Spending Plan
• Set Goals
• Plan Spending
• Save Money

• Spend Wisely
• Organize and Keep Records
• Help Family

Presenter
Presentation Notes
Share: Review the “Managing a Spending Plan” handout from “Lesson 7: Managing a Spending Plan.”
Say: Let’s review the important parts of managing a spending plan. You have set some goals, saved receipts, made a plan to save money, and organized your important personal records. You wrote your budget, decided how to protect your identity, pay bills, understand credit and control debt. How do you feel you are doing now to manage your money? What changes have you made? Are you doing anything differently? Review the “Managing a Spending Plan” handout to check if you are doing these things “sometimes” or “always.”
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Activity 6
Your Future: 
What Does It Look Like?

What really matters to you?
What goals do you have?

Presenter
Presentation Notes
Share: Find the “My Money Picture” handout, which you received in “Lesson 2:Making Good Money Decisions.” It’s also in the publication “Behind on Bills? Start With One Step.” Review this assessment you took at the beginning of this course. 
Ask:  Has anything changed in the past 6 to 12 weeks? If yes, use a pen or highlighter:
Mark a check on any area of life you feel good about. You may have two checks there now or you may have a check where you used to have a circle before.
Circle any area of life you feel concerned about. Or cross out any area of life that you are no longer concerned about.
 
Ask: Ask for volunteers to share any learning after they completed this activity. 

Ask: Ask each person to state their initial goal on their name tent, and then state their Action Plan after the class ends. Celebrate each participant’s accomplishments during the class and future financial plans that they share.
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Ready for Change?

Presenter
Presentation Notes
Share: I encourage you to think about the concepts covered in this lesson “Controlling Debt.” What actions or behavior changes do you plan to do?
(Leader Note: Encourage participants to use the “Make a Plan for Putting Goals Into Action” handout to write down SMART goal(s), supports, resources needed, and Action Plan Step(s). Some participants may choose to keep working on their original SMART goal steps for many weeks. They can revisit and revise their SMART goal as needed to be more realistic and doable. Some may want to add a new SMART goal based on this lesson; you may want a few extra copies of this handout ready. It is important that participants focus on one or maybe two SMART goals at a time so that they do not feel overwhelmed and are confidently making progress to successfully achieve their goals toward desired behavior outcomes.)
Ask:
On a scale of 1 (not at all ready) to 10 (extremely ready), where are you?
Are you ready to make a change with confidence toward your SMART goal?
How important is the change for you?
How confident are you about making this change? Why?
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Wrap-Up

Presenter
Presentation Notes
Wrap up
Share: By understanding your debt, you can better identify ways to manage it. Knowing how to reduce or get rid of debt is important to being in control of your finances and feeling financially empowered. We talked about understanding your feelings about paying the debt, knowing how to prioritize which bills to pay, writing down everything you owe, and knowing how to make your debt reduction plan. If you have too many debt obligations, I encourage you to follow these steps and use the “On the Path Communication Worksheet” handout for each past due account you owe, contact your creditors, and negotiate a repayment plan that will work for your budget. 

Ask: If anyone has any questions?
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My Plan
aka...assignment

1. Fill out Debt Log
2. Compute your Debt-to-
Income Ratio
3. Decide your bill paying 
priorities
4.Write a SMART goal based 
on your findings

Presenter
Presentation Notes
Share: Based on what you learned in this lesson, write your SMART goal to control your debt for the future.
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SMART Goals – Ask Yourself…

If you answer any with no, you have more work to do!

Presenter
Presentation Notes
Share: I encourage you to write at least one SMART goal and to continue making new SMART goals in the future.
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Forms & Forms

Presenter
Presentation Notes
Distribute: Distribute the post-survey forms (Appendix 12-2) if collecting them and explain that they will be used to show impact to the organization’s administration. Tell them what to write for their Participant ID, the same as what they used on their pre-survey (Appendix 1-1) during Lesson 1.
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Congratulations!

www.mimoneyhealth.org

Presenter
Presentation Notes
Share: You have completed the entire class. Be proud of all you did to make your money decisions based on what is important to you. Continue to use the steps you learned to keep working toward your financial dreams. 
(Leader Note: Hand out certificates of completion if you have chosen to do so. Congratulate participants on their successful completion of the class.)
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Presentation Notes
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