Debt Consolidation Process

1. Call your credit card companies and close all your credit cards.

2. After you receive a statement that reflects that your cards have been closed (30 – 60 days), call each of your credit card companies and ask to speak to a supervisor or team leader.

3. Once you have someone higher than a customer service representative on the phone, tell them that you are interested in setting up a debt management plan to work out terms to repay your remaining balance.  Companies will generally work with you. They know your other option might be bankruptcy which means they won’t get any money from you.

4. Negotiate terms with your credit card company.  This should include:

a. Lowering or eliminating your interest rate.

b. Setting a due date every month.  It can help facilitate later payments if all your cards are due at once, but be mindful of your spending plan and other expenses when you set the due dates. 

c. Stopping all fees – late, annual, over limit etc.

d. A set monthly payment that will pay off your card in 2-8 years, depending on the balance.  4-6 years is a good goal.

e. Re-setting your account after a certain period, typically 3-6 months, during which you make your agreed upon payment on time.  Re-setting the account means that the company will no longer report you to the credit bureau as late or over your limit.

f. Written confirmation of the agreement from the company.  They may ask you to sign a copy also.

5. Once you have done this, make the agreed upon payments every month.  

As your budget allows, pay extra money on the smallest balance.  Do this consistently. Once that balance is paid off, add its payment to the card with the next smallest balance.  Continue to do this until all your cards are completely paid off.  For this system to work its magic, you MUST commit to rolling your payments onto the next card when one is paid off.
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