How to Handle Debt Collectors

Debt Collection Basics

Debt collection can occur on any legitimate debt in default. Default means not paying or paying
less than the contract requires. For example, if your contract calls for a payment of $150 each
month, thatls what you must pay, or else you are breaking the contract. Once your account
goes into default, a creditor or collector can demand any amount up to full payment of the debt.

Only the creditor, not a third-party collection agency, has the authority to decide whether legal
action should be taken. A collection agency cannot initiate legal action on its own, but can
recommend legal action to the creditor. The statute of limitations for debt collection is different
state-by-state and depends on the type of credit contract. The time limitation starts from the
date of the last payment.

What should | do if a collector calls me?

The most important thing to do is to remain calm; arguments do not solve anything. In
responding to complaints that collectors were abusive, itis often discovered it was the
consumer who was abusive.

If you are contacted by a creditor or collection agency:

¢ Find out the name, address, and phone number of the company calling you.

¢ Find out the name of the business you owe money to, if different from the caller.
e Get the exact amount they claim you owe.

¢ Donfit admit to owing the debt while youire on the phone.

How do | dispute a debt?

1. If a collection agency is involved, write them within 30 days of receiving the initial notice
and inform them you are disputing the debt. You must write within 30 days after
receiving notice about a debt or else you lose your option to dispute the debt.

2. Ask the collector to fiverifyo the debt. This requires the bill collector to get confirmation
from the original creditor that you owe the debt and how much is owed.

3. The collection agency must then stop collection activity until a copy of the fiverificationo
is sent to you. After the agency verifies the debt, they can then resume collection
efforts.

4. If the debt cannot be verified, the collection agency must stop activity on your account.

5. During this time you are disputing the debt, the collector may not disclose any
information about the debt, without also stating that it is being disputed.

If it turns out that the debt belongs to you, there may be several reasons why you didn't
recognize the debt. The amount owed may be a lot higher because of all the penalty fees and
interest charges added on the balance. Or the debt may have been sold or resold so you don't
recognize the name of the company trying to collect.
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What is considered harassment?

Harassment is hard to describe in exact terms, but it usually means that a collector used
obscene or threatening language with you. This includes calling you names, insulting you, or
guestioning the decisions that lead to your account being placed with a collection agency. Itis
also considered harassment to contact you at unusual hours (usually defined as before 8:00
a.m. or after 9:00 p.m.), or to call so often that it becomes harassing. Remember, itis not
against the law for the collector to be rude, and there is a difference between rudeness and
harassment.

Other rules under the Fair Debt Collection Practices Act are that collection agents cannot:

e Misrepresent themselves, for example by telling you they are calling with a survey to try
to get information from you.

e Contact you at work if your employer prohibits it.

e Claim you owe more than you do.

e Claim that you or a family member will be arrested, imprisoned, or lose your driveris
license.

o Contact third parties about your debt. To locate you, collectors can contact your
spouse, your attorney, and your parents if you're a minor. A collector can also contact a
third party only to determine if you live at the location listed on the account. If youlve
moved, they can also ask for the new address, phone number, and where you are
employed. Any further discussion between a third party and a collector is prohibited in
Wisconsin.

Is a collection agency allowed to contact my employer?

The collector can contact your employer only for the following reasons T to verify employment
or the amount of your earnings, or to communicate with an employer who has an established
debt counseling service or procedure. Collectors can also contact an employer after a final
court judgment has been made on the debt.

What happens if | just ignore the debt?

If you are sued by the collection agency, show up in court and explain why you can't pay or
why you think that you donft owe the debt. Sometimes you can negotiate a smaller payoff
amount. If you don't show up in court and continue to ignore the debt, you will automatically
lose. Once a judgment is filed against you, your wages can be garnished or property can be
seized if it was used to secure the debt. If you donit have any wages or savings to garnish, the
unpaid judgment could stay on your credit report for 10-20 years.

What can | do if | have concerns about a collection agency?

Even if debt collectors aren't breaking the law, you can stop them from contacting you. Send a
certified letter insisting that they stop. (It's called a cease and desist letter). Keep a copy for
your records. Collectors may only contact you one last time to notify you about what their next
step will be, like telling you they plan to sue, for example.
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Report Harassment by a Collector

If you feel youire being harassed by a collection agency, keep a record with the time and date
of the calls you receive, and any harassing threats. You may want to file a complaint against
the debt collector.

To file a complaint about a debt collector or loan, you can call or write to the Consumer
Financial Protection Bureau (CFPB): www.consumerfinance.gov/complaint/ or call (855) 411-
2372. The CFPB will forward your complaint to the company and work to get a response from
them.

You can also file a complaint with the Federal Trade Commission (FTC) at ftc.gov/complaint or
call 877-FTC-HELP (382-4357). The FTC does not resolve individual complaints, but your
complaint helps law enforcement detect patterns of wrong-doing and may lead to an
investigation.

Adapted from UW-Extension Family Living Programs Family Financial Management, September 2012.
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