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D E B T

E S T A B L I S H I N G  A  D E B T  R E P A Y M E N T  P L A N

1. EEssttaabblliisshh  aa  SSppeennddiinngg  PPllaann bbaasseedd  oonn  aa  tteemmppoorraarryy,,  ssppaarrttaann  lliiffeessttyyllee..
This frees up every possible dollar for the top priority of debt
reduction.

2. DDeetteerrmmiinnee  wwhheetthheerr  aannyy  nnoonneesssseennttiiaall  aasssseettss  ccaann  bbee  ssoolldd..
Cash from the sale of assets can be used to give the debt repayment
process a kick-start and provide the initial buffer to ensure success.  

3. LLiisstt  yyoouurr  ddeebbttss  ffrroomm  ssmmaalllleesstt  ttoo  llaarrggeesstt..
Do not pay attention to the interest rate of the debt.  

4. PPaayy  tthhee  mmiinniimmuumm  ppaayymmeenntt  oonn  aallll  ddeebbttss  aanndd  tthhee  mmaaxxiimmuumm  aaddddiittiioonnaall
ppoossssiibbllee  oonn  tthhee  ssmmaalllleesstt..
The goal is to pay off smaller debts quickly. This will give a sense of
accomplishment as well as simplify the process as the number of
creditors is reduced.  Although one could argue that the greatest
overall savings would occur by paying off the highest interest debt first,
the psychological impact of getting some debts paid quickly far exceeds
the downside of the few additional interest dollars it may cost.  When
only debts of relatively the same amount remain to be paid, apply extra
payment to the one with the highest interest.  

5. AAss  eeaacchh  ddeebbtt  iiss  ppaaiidd  ooffff,,  rroollll  tthhee  ttoottaall  aammoouunntt  yyoouu  wweerree  ppaayyiinngg  ttoo  tthhee
nneexxtt  llaarrggeesstt  ddeebbtt..
Add that amount to the minimum payment you were making.  

6. CCoonnttiinnuuee  tthhiiss  ssttrraatteeggyy  uunnttiill  aallll  ddeebbttss  aarree  ppaaiidd..
Do not reduce the total amount going to debt repayment as some
debts are paid off.  It is the “snowball” effect of rolling the previous
payment into the next largest debt that gives this system its power.  
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7. IInnccuurr  nnoo  nneeww  ddeebbtt,,  ppeerriioodd!!
Discipline will be necessary in this regard.  Obviously, you will not
make progress if you are continuing to incur new debt as you are
attempting to pay off the old.  Be creative.  Have someone hold you
accountable.  Ask for God’s help.  Know in your heart you are doing
the right thing.  

8. DDiissccaarrdd  ccrreeddiitt  ccaarrddss..
Get rid of them.  If you must have a card for travel or emergency, have
only one.  

9. RReewwaarrdd  yyoouurrsseellff  ooccccaassiioonnaallllyy  bbuutt  mmooddeessttllyy..
As progress is made and milestones are reached, it is appropriate to
reward yourself.  For some, the progress itself may be reward enough.  

The following page shows a sample Debt Reduction Plan and an
explanation for each column. A blank Debt Reduction Plan is included
in the Forms section on page 321.
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