Understanding Debt
“It is my will that you shall pay all your debts.”
D&C 104:78
“I urge you to look to the condition of your finances.  I urge you to be modest in your expenditures; discipline yourselves in your purchases to avoid debt to the extent possible.  Pay off debt as quickly as you can, and free yourselves from bondage. ”

Gordon B. Hinckley Nov. 1998

Lesson Objectives:
1. Know what our leaders have said regarding debt

2. Understand why people go into debt and the ensuing debt cycle
3. Know how to develop and use debt reduction strategies

4. Understand where to go to get help if you get too far in debt

Why Teach about Debt:
Prophets have repeatedly taught us principles about that happiness that comes as saints avoid debt. President Heber J. Grant said, “If there is any one thing that will bring peace and contentment into the human heart, and into the family, it is to live within our means.
” President Joseph F. Smith advised the Saints to “get out of debt and keep out of debt, and then you will be financially as well as spiritually free.
” Understanding debt will help you to experience greater freedom as you refrain from unwisely going into debt and as you understand debt reduction strategies for current debts. 

President Ezra Taft Benson said taught “The Lord desires his Saints to be free and independent in the critical days ahead. But no man is truly free who is in financial bondage.
”Once free from the “bondage” of debt, saints will be better stewards and find greater opportunities to build the kingdom. Elder Robert D. Hales counseled “Brothers and sisters, we live in a world being destroyed by debt. When we are in debt, we not only lose our agency to act, we also lose our opportunities to give both temporal and spiritual service.
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Finances and Yo


Debt affects our relationships with family members. Our leaders have emphasized “It is important to know the dangers of debt. Experience has shown me that uncontrolled debt results not just in the loss of money or material goods; it can also seriously try the bonds of marriage and cause much disunity within the family.
” Families will experience greater happiness and unity as a result understanding debt. 
Lesson:
This lesson organized through a series of questions. Use the one or more of the following suggestions to help your family learn the principles that will help them understand debt. Adapt the methods to meet individual and family needs

1. Discuss the times that you have gone into debt and the reason why. Set goals to follow the counsel of the prophets and limit debt to the purchases of education, homes, and cars that are well within the family’s financial means.

2. Distribute quotes from the lesson to different family members (Note: It might be helpful to include principles and quotes from the “Why teach about debt” section). Ask bolded questions from the lesson and have family members raise their hand and share their quote if they believe their quote is relevant.
3. Assign each member of the family a question and give them the supporting materials. Have the family member present the material and the basic principles.

4. Bear testimony of the importance of getting out of debt as well as the blessings that come as a result of being debt free

What have the prophets said concerning debt?
Gordon B. Hinckley taught “The time has come to get our houses in order.  So many of our people are living on the very edge of their income.  In fact, some are living on borrowings.  The economy is a fragile thing… There is a portent of stormy weather ahead to which we had better give heed. . . I am troubled by the huge consumer installment debt which hangs over the people of the nation, including our own people.  I recognize that it may be necessary to borrow a home, of course.  But let us buy a home that we can afford. . . We are carrying a message of self-reliance throughout the Church.  Self-reliance cannot be obtained when there is serious debt hanging over a household.  One has neither independence nor freedom from bondage when he is obligated to others. . . I urge you to look to the condition of your finances.  I urge you to be modest in your expenditures; discipline yourselves in your purchases to avoid debt to the extent possible.  Pay off debt as quickly as you can, and free yourselves from bondage.  This is a part of the temporal gospel in which we believe.  If you have paid your debts, if you have a reserve, even though it be small, then should storms howl about our head, you will have shelter and peace in your hearts.  That’s all I have to say about it, but I wish to say it with all the emphasis of which I am capable.
” 

Joseph B. Wirthlin taught “Remember this: debt is a form of bondage. It is a financial termite. When we make purchases on credit, they give us only an illusion of prosperity. We think we own things, but the reality is, our things own us.
”
President Harold B. Lee taught, “Not only should we teach men to get out of debt but we should teach them likewise to stay out of debt.
”
According to the prophets what are the things that we are allowed to go into debt for?
President Gordon B. Hinckley

Reasonable debt for the purchase of an affordable home and perhaps for a few other necessary things is acceptable. But from where I sit, I see in a very vivid way the terrible tragedies of many who have unwisely borrowed for things they really do not need.
 
President James E. Faust stated:

Over the years the wise counsel of our leaders has been to avoid debt except for the purchase of a home or to pay for an education. I have not heard any of the prophets change this counsel.


Elder Hales taught “If you have had to go into debt to obtain your education, I encourage you to repay your debts as soon as possible. Then go forward with commitment not to finance on credit any item of any kind, except perhaps a house and vehicle that are well within your means.

Why do people go into debt?
People generally go into debt for one or more of the following reasons.

· Ignorance – Failure to understand interest and its costs.  

· Carelessness - Understand costs of debt, but are lazy, inattentive, or neglectful with expenditures.

· Compulsiveness – Lack of self-control to discipline purchases. 

· Pride - Appearance to others is more important than obedience/duty to God. (John 12:43)

· Necessity – Needful to support family. (education, house, food, etc.)

Often debts increase over a period of time. Once the underlying motivation for going into debt is understood, evaluation of the motives behind purchases will decrease the amount of debt entered into. 
How do we get out of debt?
Gordon B. Hinckley teaches us valuable lessons about how to get out of debt when he said “I urge you to be modest in your expenditures; discipline yourselves in your purchases to avoid debt to the extent possible. Pay off debt as quickly as you can, and free yourselves from bondage.
” President Hinckley encourages us to get out of debt by disciplining purchases and by paying off our debt as quickly as possible. The scriptures have repeat this counsel “Pay the debt thou hast contracted. … Release thyself from bondage.
”Too often people refinance debt but fail to change spending habits. In order to get out of debt on must spend less than is earned. President Hinckley encourages discipline in financial spending as the way to free ourselves from the bondage of debt.
Elder Ashton introduced a method for getting out of debt. Below is an example of a debt elimination or debt repayment calendar. He suggested paying your minimum balance on the lowest interest rate loans and paying off the highest interest loan first. When the highest interest rate loan is paid off you take the money you were spending and put it towards the next highest interest rate. You then minimize the amount of interest you are paying.

	Debt Elimnation Calender

	 
	
	
	
	
	 

	Interest Rate

 (High to Low)
	19%
	13%
	9%
	7%
	6.5%

	 
	Credit Card
	Department Store
	Dentist
	Piano Loan
	Auto Loan

	March
	110
	70
	50
	75
	235

	April
	110
	70
	50
	75
	235

	May
	110
	70
	50
	75
	235

	June 
	110
	70
	50
	75
	235

	July
	 
	180
	50
	75
	235

	August
	 
	180
	50
	75
	235

	September
	 
	180
	50
	75
	235

	October
	 
	 
	230
	75
	235

	November
	 
	 
	230
	75
	235

	December
	 
	 
	 
	305
	235

	January
	 
	 
	 
	305
	235

	February
	 
	 
	 
	 
	540


Marvin J. Ashton also speaks of a last resort option for getting out of debt; “Please listen carefully to this—and if it makes some of you feel uncomfortable, it is on purpose: Latter-day Saints who ignore or avoid their creditors are entitled to feel the inner frustrations that such conduct merits, and they are not living as Latter-day Saints should! Bankruptcy should be avoided, except only under the most unique and irreversible circumstances, and then utilized only after prayerful thought and thorough legal and financial consultation.
” 

Activity:
1. Read the quotes (below) about interest. Find an advertisement in the local newspaper that shows that you can buy furniture, or another item, for as little as 15 or 50 dollars a month. Show how much interest is paid. Example: Recently, a local furniture store advertised a piece of furniture for $950 for as little as $29 a month. The interest rate was 21%.  It would take over 4 years to pay off the furniture and the customer would end up paying more than 1.5x the original purchase price.
President J. Reuben Clark Jr. described it this way: “Interest never sleeps nor sickens nor dies; it never goes to the hospital; it works on Sundays and holidays; it never takes a vacation. … Once in debt, interest is your companion every minute of the day and night; you cannot shun it or slip away from it; you cannot dismiss it; it yields neither to entreaties, demands, or orders; and whenever you get in its way or cross its course or fail to meet its demands, it crushes you.
”.
Marvin J. Ashton added “We live in a self-indulgent, me-oriented, materialistic society. Advertisements entice young buyers by demonstrating how easy it is to get credit and buy on time. Interestingly, no ads focus on the glamour of paying the money back, nor do they mention how long or hard it is to do just that—especially with the unavoidable interest added on.
”
2. Joseph B. Wirthlin related the follwing story. After reading the story identify what principles the story teaches about the:
a) vice of debt

b) importance of integrity

c) impact of finances on family members

Let me tell you the story of one man who sacrificed greatly to maintain his own financial integrity and honor.
In the 1930s Fred Snowberger opened the doors of a new pharmacy in northeastern Oregon. It had been his dream to own his own business, but the economic turnaround he had hoped for never materialized. Eight months later, Fred closed the doors of his pharmacy for the last time.
Even though his business had failed, Fred was determined to repay the loan he had secured. Some wondered why he insisted on repaying the debt. Why didn’t he simply declare bankruptcy and have the debt legally forgiven?
But Fred did not listen. He had said he would repay the loan, and he was determined to honor his word. His family made many of their own clothes, grew much of their food in their garden, and used everything they had until it was thoroughly worn out or used up. Rain or shine, Fred walked to and from his work each day. And every month, Fred paid what he could on the loan
.

Years passed and finally the wonderful day arrived when Fred made the last payment. He delivered it in person. The man who had loaned him the money wept and with tears streaming down his face, said, “You not only paid back every penny, but you taught me what a man of character and honesty is.”

To this day, nearly 70 years after Fred signed his name to that note, descendants of Fred and Erma Snowberger still tell this story with pride. This act of honor and nobility has lived through the decades as a cherished example of family integrity.

Assignments:
· Identify all sources of debt and the associated interest rates.
· Commit to live and set up a personal debt elimination calendar modeled after Marvin J. Ashton’s.

· As a family, commit to not misuse credit cards or go into debt for vacations, consumer debt, or anything other than a house, education, or a few other necessary things.
Opening and Closing Songs:
· Choose the Right (Hymn 239)
· Come Follow Me (Hymn 116)

· Quickly I’ll Obey (Primary Songbook 197)

Other Resources and Ideas:
· lds.org

· True to the Faith pgs 48-49
· “Guide to Family Finance,” Liahona, Apr 2000, 42

· “Debt Addiction: You Can Break the Habit,” Ensign, Jun 1991, 28

· “To the Boys and to the Men,” Ensign, Nov 1998, 51

�  Gospel Standards, comp. G. Homer Durham (1941), 111


�  Conference Report, Oct. 1903, p. 5.


�  “Prepare Ye,” Ensign, Jan. 1974, p. 69.


� “Finances and Your Future: Tips for Young Single Adults,” Ensign, Sep 2007, 40–43


� Rulon T. Burton, “The Dangers of Debt in Marriage,” Ensign, Sep 1984, 49





� “To the Boys and to the Men,” Ensign, Nov 1998, 51


� “Earthly Debts, Heavenly Debts,” Ensign, May 2004, 40


� The Teachings of Harold B. Lee, ed. Clyde J. Williams (1996), 315.


� Gordon B. Hinckley, “I Believe,” Ensign, Aug. 1992, 2


� “Doing the Best Things in the Worst Times,” Ensign, Aug. 1984, 41


� “Finances and Your Future: Tips for Young Single Adults,” Ensign, Sep 2007, 40–43


� “To the Boys and to the Men,” Ensign, Nov 1998, 51


�  D&C 19:35.


� Marvin J. Ashton, “Guide to Family Finance,” Liahona, Apr 2000, 42


� Conference Report, Apr. 1938, 103


� Marvin J. Ashton, “Guide to Family Finance,” Liahona, Apr 2000, 42


� Earthly Debts, Heavenly Debts, Ensign, May 2004, 40
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