FOUNDATION FOR ©
- FINANCIAL
Sl PLANNING

Powering Pro Bono Financial Planning

My Pro Bono Client is Drowning in
Consumer Debt. What Should | Do?

A decision-making framework for
CFP® professionals.

1 Diagnose the Debt

Before making any decisions, take time to understand if the client has identified
and stabilized the root cause of the debt in order to prevent accumulating new
debt. Ask questions to learn if the source of the debt is spending behavior and/or
an income deficit (e.g., job loss, medical emergency, living beyond their means).

2 Understand Your Client’s Cash Flow

Review when income is received and when expenses are due. Some clients rely
on credit cards to bridge gaps between paychecks. Mapping income and expenses
by date, adjusting bill due dates when possible, and aligning payments with
paydays may help reduce reliance on credit and improve day-to-day cash flow.

Key Question: Does the client have enough budget surplus to make more than
the minimum payments on their debt?

@ Yes: Proceed to Section 2: Behavioral Debt Repayment Strategies.

@ No: Move to Section 3: Exploring Credit Counseling.

3 The First Line of Defense: Behavioral Debt Repayment Strategies
When the client has a budget surplus (even a small one).

» The Snowball Method: Focus on momentum. Pay off the smallest balances
first to create quick wins that keep clients motivated.

 The Avalanche Method: Focus on math. Prioritize the highest interest rates
to minimize total interest and save the most money.



/’4 When the Math Doesn’t Add Up: Explore Credit Counseling
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“¥ When the client is “net-negative” each month, they need external intervention.
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« What is it? A nonprofit Credit Counseling Agency (CCA) can enroll clients
in a Debt Management Plan (DMP). A DMP is a structured repayment
program that consolidates unsecured debts into a single monthly payment.
Administered by nonprofit credit counseling agencies, it helps clients pay off
debt over 3 to 5 years by negotiating reduced interest rates and waived fees.

e Is my client a good fit?

1% Good Fit: Steady (but limited) income; debt is primarily unsecured
(credit cards); If a client is a good fit for credit counseling, this option is
generally less damaging to their credit than making a debt settlement
offer for less than the full balance owed.

T Bad Fit: No reliable income; debt is mostly “secured” (mortgages/car
loans); debt is so high that a 3-5 year repayment is impossible.

« How can my client find a reputable counselor?
e Must be from a 501(c)(3) nonprofit.

o Look for accreditation through the National Foundation for Credit
Counseling (NFCC) or the Financial Counseling Association of
America (FCAA).

¢ What risks should clients be aware of?

Clients should steer clear of for-profit ‘debt management’ companies
that invest heavily in marketing but tend to leave the client worse off.

Taking out a commercial personal debt consolidation loan to pay off
credit cards leaves credit lines open, creating a false sense of financial
freedom. Clients often end up maxing out the credit cards again while
still owing the consolidation loan.

» Unlike commercial personal loans, DMPs typically require clients
to close enrolled credit card accounts, which serves as a structural
guardrail against re-accumulating debt. While a DMP may
temporarily affect a client’s credit, it can prevent the accumulation
of new debt during repayment.
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;5, The Last Resort: Bankruptcy
¥ When the debt is insurmountable and legal protection is required, bankruptcy is
the last resort as it will negatively impact a client’s credit for up to 10 years.
« Chapter 7: “Liquidation.” Clears most unsecured debt in months. Best for
those with little to no assets and low income.
« Chapter 13: “Reorganization.” A court-mandated 3-5 year repayment plan.
Best for those trying to save a home from foreclosure.
While bankruptcy may eliminate many types of debt, including credit cards,
medical bills, and personal loans, it often does not eliminate student loan debt.
e Who can help?
M Direct clients to the U.S. Trustee Program to find a list of
approved pre-bankruptcy credit counselors (a legal requirement).
M Refer to Legal Aid or a pro bono bankruptcy attorney.
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6 Adyvisor Checklist: The “Pro Bono Mindset”
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» Discuss Public Benefits: Ensure the client is aware of benefits and assistance
programs that may help ease financial strain. Available benefits vary by
locality, and population served. Encourage clients to consult with the
nonprofit staff who introduced them, benefits navigators, or government
agencies to better understand available resources and determine eligibility.
Importantly, remind clients that their taxes fund these programs and they
exist to be used when needed. There is no stigma in receiving public benefits.

« Embrace Financial Empathy: Acknowledge the stress. Debt is often a
symptom of a larger life crisis (medical, job loss), not just “bad spending.”
Rather than say, “That wasn't a great choice,” try this instead: “That makes
sense given what was available to you at the time.”

« Stay in Your Lane: Provide a plan, but refer clients to nonprofit credit
counseling agencies, attorneys, and other qualified professionals for
the execution of DMPs, settlement negotiations, or bankruptcy filings.
Encourage clients to reconnect with the nonprofit organization serving
them, as many organizations have partnerships with pro bono legal services
or other wraparound support providers that may offer additional support.
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https://www.justice.gov/ust
https://www.usa.gov/legal-aid

« Strive to Avoid Future Debt: Help clients create a 1-3 month budget that
balances incoming money with outgoing spend. Ensure that living expenses
are met but no new debt is incurred. Encourage clients to consider canceling
monthly subscriptions or eating out less without being patronizing. Encourage
them to build an emergency fund (even by saving $20 a month) to cover
unexpected expenses in the future so they don't have to rely on credit cards.

« Reduce Access to Available Credit: Encourage clients to temyporarily reduce
access to available credit while paying down debt. Strategies may include
storing credit cards in a secure place, removing them from digital wallets,
locking cards through their financial institution, and avoiding new credit
applications unless necessary.

| 7. Resources to Support Your Pro Bono Engagement

Debt Reduction Calculator: Excel-based debt payoff planning tools.

Sample Debt Settlement Offer Letter: Template clients can use with creditors.

Benefits.gov: Help clients identify government benefits they may be eligible for.

Findhelp.org: A directory of financial assistance programs and nonprofits.

NFCC Partner Directory: To find a certified nonprofit credit counselor.

Consumer Financial Protection Bureau (CFPB): For clients dealing with
aggressive, illegal, or confusing debt collectors.

Good advice can change a life.

“Helping someone work through debt isn't about having
all the answers—it's about helping them understand
their options and believe they can move forward.

With the right tools and resources, CFP® professionals
can empower clients to build healthier financial habits
and greater confidence with their money.”
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Kevin Connaughton, CFP®
Founder, Rhodeway Financial (an FFP Grantee)

FOUNDATION FOR © . . . .
I:) FINANCIAL To cc;nnefct with r?onprofltsboffirlgg opEorturgtles 1;or |
| CFP® professionals to give back throu ro bono financia
r PLANNING ° o one

e D planning, please visit ProBonoPlannerMatch.Org.


https://www.vertex42.com/Calculators/debt-calculators.html
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fffpprobono.org%2Fwp-content%2Fuploads%2F2025%2F01%2FSample-Debt-Settlement-Offer-Letter.docx&wdOrigin=BROWSELINK
https://www.usa.gov/benefit-finder?utm_source=usa_benefits-gov&utm_medium=redirect&utm_campaign=redirect_benefits-gov&modal=b-welcome-1899
https://findhelp.org
https://www.nfcc.org/nfcc-partners
https://www.consumerfinance.gov/complaint/

