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Building financial capability overview

The role of helping professionals in building financial 
capability

Financial competencies

Financial capability

Financial capability components

Financial well-being

“Our chief want is someone who will 
inspire us to be what we know we could be.”

—Ralph Waldo Emerson
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The Role of Helping Professionals in Building Financial Capability

Why is this a good fit? 

Holistic approach – See the individual within the context of
a larger system and throughout the lifespan

Relationships – Set in a foundation of trust,
encouragement, and positive communication with
individuals and families

Community resources – Individuals need access to support
systems, information, and tools

Self-determination – Individuals set their own financial goals, priorities, and pace

Personal empowerment – Working towards change for a better tomorrow and future
financial security

Self-awareness – Helping individuals gain insight into decisions and behaviors

Non-judgmental – Individuals are doing the best they can with current knowledge,
beliefs, skills, and resources

Accessible – helping professionals frequently work with vulnerable and marginalized
populations

Barriers to assisting individuals with financial management:

Professional’s and client’s personal feelings and biases regarding
financial management.

Societal norms discourage open discussion about personal finances.

Client factors related to readiness and abilities – drug/alcohol use, mental
and physical health issues, domestic violence, cognitive limitations, etc.

Limited personal and community financial resources.

Financial management is another add-on to already overloaded
schedules and agendas.

Professionals/Agencies/Funders may not see financial management as
relevant to core function.
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Core Personal Finance Topics

Delivering Effective Financial Education for Today’s Consumer







Having the ability and wiggle 
room in your budget to spend 

your money on things that 
are most important to you.

Having a handle on money 
entering and leaving your

household.

Having a plan to 
cover life’s 

emergencies 
and surprises.

Knowing what 
your goals are 

and taking steps 
to make 
progress 

towards those 
goals.

Financial Well-Being

These are four factors that help determine how people feel about their current financial 
situation. CFPB researchers have developed both a pen-and-paper survey and an 
interactive online questionnaire as a tool to help measure your current financial well-
being—that is, how well your current money situation is providing you with financial 
security and freedom of choice, today and for the future.

You can find more information and tools on the Consumer Financial Protection Bureau 
website: www.consumerfinance.gov/consumer-tools/financial-well-being/  
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Powerful questions

Engaging in
Financial Conversations

“Build your castles in the air, 
for that is where they should be. 

Now put foundations under them.”

—Henry David Thoreau
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choose to share, 
and we should treat all people as if they potentially have trauma.

1. Do pre-work and research to learn about the populations and cultures you provide services to while understanding
each individual has their own lived experiences that shape their values, priorities, decision making and goals. Beware
of the danger of a single story.  Resource: TED Talk, Chimamanda Ngozi Adichie: The Danger of a Single Story.

2. Build relationships through trust, confidentiality, collaboration; ask open-ended questions; be honest, genuine. Treat
participants like a partner in the process from beginning to end.

3. Help participants feel in control or empowered as much as possible. Foreshadow and check-in along the way.
Provide language access services and translated documents.

4. Be open to feedback, allow participants to guide programming as much as possible, give choices when possible. Be

Ask about preferences: Does the client prefer to work on their own or with help? Give choice in format
(quiet, writing, sharing) for reflection exercises, give people time to read forms and process questions, allow
for more discussions in small groups, allow people to bring a friend, especially important for English Language
Learners if there is small group or partner activities.

5. Be warm and welcoming. Build rapport and knowledge of the participant with strengths-based interactions. Listen for
and reflect back what they value.

6. Six Scenario Challenge- T
unconfirmed assumptions (i.e., someone is behind on rent, think of 6 reasons why this might be).

7. Belief and acceptance that people are doing the best they can with what they have.

8. Acknowledgements can go a long way:
Systematic barriers or oppressive systems, access to systems, products.
Connections between feelings, emotions, thoughts, and behaviors. What
looks like avoidance of an important issue may be a trauma response.
Family and personal history and culture surrounding money.
Economic parameters and restraints.

been thinking about your comment at last 

9. E-P-E - Elicit (permission), Provide (information) Elicit (feedback) (from Motivational Interviewing)
Example:

strategies with participant

10. Goal Setting: (SMART vs Learning Goals) Goal setting can be intimidating or cause anxiety about failure. A person
trying to meet their basic physical and emotional needs might not be ready for goal setting. A learning goal might be
more appropriate than an action step-oriented goal for some. Consider needs for immediate (survival mode) vs short-
term needs vs long-term goals.
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—Ralph Waldo Emerson, poet 
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Resources from the University of Wisconsin–Madison

Consumer Financial Protection Bureau

Federal Deposit Insurance Corporation

Resources for financial management

Financial management websites

Financial education

“Do the best you can until you know better.
Then when you know better, do better.” 

—Maya Angelou

Supplemental Financial
Education Resources
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Resources from the University of Wisconsin: 

-

Division of Extension

-
- -

-



 Credit reports: 

 : 

 Rent Smart: 

 Households with young children: 
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Consumer Financial Protection Bureau (CFPB)

www.consumerfinance.gov

Your Money, Your Goals: 

- - - -

Student Loans: - -

Financial Well-Being survey -
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Federal Deposit Insurance Corporation (FDIC)

www.fdic.gov/consumers/consumer/moneysmart

-

-

- -

- -

-
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Resources for Financial Management 

Credit Counseling: 

If an individual is in financial trouble and not able to work out a repayment plan with creditors, a 
credit counseling service may be able to help.  The most common of these services are members of 
the National Foundation for Credit Counseling (NFCC) with offices known as Consumer Credit 
Counseling Services (CCCS).  There are dozens of credit counseling services (or “adjustment 
services companies” as they are technically called) licensed to offer services in Wisconsin.  This 
includes agencies with local offices, as well as phone and Internet-based services. 

To locate a credit counselor near you, go to: www.debtadvice.org or call the National
Foundation for Credit Counseling 1-800-388-2227.

For a list of credit counseling (adjustment service) companies licensed to do business in
Wisconsin, see the WI Department of Financial Institutions website:
www.wdfi.org/fi/lfs/licensee_lists.  A copy of the state regulations that govern adjustment
service companies can be found at: http://tinyurl.com/p9xw9c.

For homeowners concerned about keeping up with the mortgage: Foreclosure Prevention
Counseling is available over the phone at: 1-888-995-HOPE, or online at: www.995HOPE.org.

Debt Collection: 

If an individual feels that they’re being harassed by a collection agency, keep a record with the
time and date of all the calls received and any harassing threats.  File a complaint with the
Federal Trade Commission's (FTC) Consumer Response Center: www.ftc.gov or call: 877-FTC-
HELP (382-4357).

With a complaint about a debt collector, call the WI Department of Financial Institutions at (800)
452-3328. Please keep in mind that they can only act on complaints filed in writing or submitted
through their website: www.wdfi.org.

For a problem with a financial product or service, contact the CFPB (Consumer Financial
Protection Bureau) at www.consumerfinance.gov or 855-411-2372.

Legal Assistance: 

Contact the Wisconsin Bar Association Lawyer Referrals numbers: (608) 257-4666 or 1-800-
362-9082.

Legal Action of Wisconsin provides free legal assistance to low-income individuals in 39
southern Wisconsin counties (Migrant Farmworker Project is statewide). Find contact
information for 6 offices in Southern Wisconsin.  Check out the “consumer library” for
information on legal issues. Website: www.badgerlaw.net

For low-income households with a civil legal problem who live in northern Wisconsin, contact
Wisconsin Judicare: 1-800-472-1638 or www.judicare.org.

19



Financial Management Websites 

Credit Reports and Scores: 
To obtain your free annual credit report every 12 months from each of the three major
credit reporting bureaus.  This is the “official” government sanctioned site for a free
report.  Note that ordering your credit score does cost money.
www.annualcreditreport.com

Information, fact sheets, and calculators of credit scoring and credit management,
purchase a FICO brand credit score: www.myfico.com

There are many commercial websites that offer free “educational credit scores.” These free
scores are typically not the credit score used by a creditor in making lending decisions.

o www.creditkarma.com
o www.mint.com
o www.credit.com

Financial Fact Sheets and Calculators:
Financial fact sheets, budgeting worksheets, and calculators addressing issues across the
lifespan from the U.S. Financial Literacy & Education Commission: www.mymoney.gov

Debt repayment calculators and other budgeting tools from the Utah State University:
www.powerpay.org
Financial calculators, fact sheets on financial management:  www.choosetosave.org

Budgeting and Financial Management Apps: 
Dozens of financial management apps can be found for monitoring account balances, 
categorizing spending, and more. Some popular apps include: Mint.com, expensify, etc. 

Online Financial Management Tools, Videos, Curriculum, and More: 

Free educational resources for middle/high school students: www.ngpf.org

Find videos, calculators, and financial basics: www.360financialliteracy.org

Send yourself reminder text messages on your cell phone: www.ohdontforget.com

Checklists and information to help identify spending leaks: stopthinksave.org

Have some fun playing online games around budgeting and credit:
www.financialentertainment.org

Activities and discussion board on children and money from the CFPB:
www.consumerfinance.gov/money-as-you-grow

Listen to everyday people talk about spending mistakes: www.spendster.org

Health Insurance: 
Enrollment information for the health insurance marketplace: www.healthcare.gov/

Video on health insurance basics: kff.org/health-reform/video/health-insurance-
explained-youtoons/

Websites are provided for educational and informational purposes only, and does not imply an endorsement. 
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Goal Setting
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Strategies for Building Self-Efficacy
To establish new behaviors successfully, it is important that individuals believe that they can do those behaviors. This is 
called “self-efficacy.” Put another way, self-efficacy is confidence in the ability to exert control over one’s motivation, 
behavior, and social environment. This can be accomplished through a process of goal setting, action planning, and 
positive thinking. 

Goal Setting and Action Planning 
One of the most important skills for behavior change is goal setting. Without a goal, most people are not able to see and 
get to where they want to be. Goals usually need to be broken into achievable action steps or they feel overwhelming. 
Action planning helps to create these manageable steps.  

1. Identify a realistic goal. Ask your client(s) to identify an important and
realistic behavior goal that they can accomplish in six months. Have
them write it on the Action Plan Tool. Be sure it is realistic and
something they want to accomplish.

2. Make a plan. Ask clients to identify three actions they can take over
the next week that will help them move toward their goal.

Ask “What will you do this week?” It is important that the
activity come from the participant and not from you as the
case manager/coach. This activity should be something that
the client wants to do to change behavior. Each person should
verbalize the behavior they want to do, starting with, “I will ... .”
If they instead say “I will try ...” ask them to choose a behavior
that they have confidence they will be able to do and rephrase
the statement.
Suggest that they not try to accomplish too much at once.
Small successful steps are important to changing a behavior or
set routine. Have participants write the three actions on the Action Plan Tool.

This is the most difficult and important part of making an action plan. Deciding what to accomplish is worthless without 
making a plan. The plan should contain all of the following specific elements and answer the following questions on the 
Action Plan Tool for the three specific actions.

What will you do?
Exactly what is the participant going to do (ex: how much money will you save? what expenses will you cut? when
will you check your credit report?)? Make sure this is an action and not the result of an action.

Where will you do it?
Be specific as to where you will do this action step (ex: at the bank, on your credit union’s app on your phone).

When will you do this?
Again, this must be specific. Example: Every Friday afternoon, I’ll deposit money in my savings account.
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How long will you do it?
Example: Every week for the next year.

How often will the activity be done?
For example, weekly or monthly. Many
people tend to say every day. In making an
action plan, the most important thing is to
succeed. Therefore, it is better to commit to
do something four times a week and exceed
the commitment by actually doing it five
times than to commit to do something every
day and fail by only doing it six days. To ensure success, encourage people to commit to doing something three to
five days a week (e.g., bringing their lunch to work instead of eating out). Remember that success and self-efficacy
are as important as doing the behavior.

3. Check the action plan.
Once the action plan is complete, ask the participant, “On a scale of 0 to 10, with 0 being not at all confident and
10 being totally confident, how confident or how sure are you that you will [repeat the client’s action plan
verbatim]?”

If the answer is 7 or above, this is probably a realistic action plan. If the answer is below 7, the action plan should
be reassessed. Ask the participant, “What makes you uncertain? What barriers do you have?” Then ask them to
brainstorm ways to keep those barriers from getting in their way. Once the problem-solving is completed, have the
client restate the action plan and return to step 3, checking the action plan.

NOTE: This planning process may seem cumbersome and time-consuming; however, it does work and is well
worth the effort.

Making an action plan is a learned skill but by 
following this format your client will soon be 
saying, “I will _____________ four times this month, 
and I have a confidence level of 8 that I can do 
this.” Thus, after two or three sessions, making an 
action plan should take less than a minute. 

4. Follow up on the action plan.
Equally important to developing an action plan to
reach behavior goals is to assess the client’s
success at implementing the action plan and its
effectiveness at moving them toward their goal.
Designate a time during which clients review and
evaluate their action plans. For group programs,
engaging the group in a discussion of member

challenges to solicit support and suggestions can be helpful and builds group cohesion. Have participants revise 
their action plans to experience success and build self-efficacy.
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Emergency Funds

To set up an
spending for housing, utilities, food, transportation, and other regular expenses.

=
Then try to add at least 1% to this fund every month.

For example, if your basic living expenses equal $1400 per month, this 
would mean contributing $14 per month to your fund.  Add more if you 
can.

Financial experts recommend keeping 3-6 months worth of your basic monthly
living expenses in an emergency fund.  It takes most people several years to
build up an emergency fund.

funds you have saved for any situations, repairs, or replacements that you

emergency, start adding to your fund again.
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Keep Yourself on Track

Reminders & Encouragement

goal with others at: Stickk.com
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Maximizing Income
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Want More Money in your Pocket?: Claim Tax Credits
If you’re eligible, you can get money just by mailing in an 
extra tax form, but you need to fill out a form to claim the 
refund. Every year, thousands of people who are eligible 
for these tax credits fail to claim them.

Take a look at the following tax credits and see if any 
match your situation. Since the income limits and the 
amount of tax credits change every year, check out the 
resources listed below for the latest, up-to-date information.

Federal Earned Income Credit (EIC)

Tax credit for low to moderate income workers with one or more children.

A worker without qualifying children must be age 25-64 to claim the EIC. He/she 
cannot be the dependent or the ‘qualifying child’ of someone else. 

The amount of the tax credit depends on earnings and adjusted gross income.

Earned income includes: salary, wages, self-employment, military pay, strike 
benefits, long-term private disability pay, and cash wages. 

Workers whose earnings were too small to have taxes withheld can get the EIC.

Must have a social security number and be a citizen or ‘resident alien for tax 
purposes’ for the whole year.

If you are eligible for this tax credit but did not claim it in previous years, you can 
still go back and claim the credit for the past 3 years. 

Fill out federal tax return form 1040 along with Schedule EIC.

For help: Internal Revenue Service 1-800-829-3676 or www.irs.gov

Wisconsin Earned Income Credit

State tax credit for low to moderate income workers with one or more children 
who get the Federal EIC and have lived in Wisconsin for the entire year.

Workers whose earnings were too small to have taxes withheld can get the EIC.

The Wisconsin EIC is calculated as a percent of the Federal EIC.

The EIC — and other tax credits — do not count as income in determining 
eligibility for benefits such as W-2, Medicaid, Food Stamps, SSI, or public or 
subsidized housing.

If you are eligible for this tax credit but did not claim it in previous years, you can 
still go back and claim the credit for the past 3 years. 

Fill out Wisconsin tax return form 1.

For help: Wisconsin Department of Revenue 608-266-1961 or 
www.dor.state.wi.us
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Wisconsin Homestead Credit

Tax benefit to lessen the impact of rent or property taxes for low and moderate
income renters and homeowners.

Must be at least 18 years old by December 31st and a legal resident of
Wisconsin for the entire year.

You must have at least some earned income OR be disabled OR be at least 62
years old to claim the Homestead Credit.

Only half of eligible households apply for or receive the Homestead Credit.

If you are eligible for this tax credit but did not claim it in previous years, you can
still go back and claim the credit for the past 4 years.

Fill out Wisconsin Schedule H-EZ or Schedule H.

For help: Wisconsin Department of Revenue 608-266-1961 or
www.dor.state.wi.us

Federal Child Tax Credit
Tax credit for families with children under age 17 to lessen the impact of income
taxes for families raising children.
Qualifying persons who file federal tax returns get back some or all of the federal
income tax withheld from their pay during the year.
Some workers whose earnings are too low to owe any taxes can still get cash
back from the credit.
Fill out federal tax return form 1040 or 1040NR.  To claim the refundable portion,
also complete Schedule 8812.
For help: Wisconsin Department of Revenue 608-266-1961 or
www.dor.state.wi.us

NOTE: Dependents who can’t be claimed for the child tax credit may still qualify the 
taxpayer for the credit for other dependents. These dependents may also be 
dependent children who are age 17 or older at the end of 2018. It also includes 
parents or other qualifying relatives supported by the taxpayer. 

Your community might also provide help with filing taxes for limited income 
households. Look for a TCE (Taxpayer Counseling for the Elderly) or VITA 

(Volunteer Income Tax Assistance) site near you:
http://irs.treasury.gov/freetaxprep/ 

For more information, visit: https://fyi.extension.wisc.edu/eitc/ 
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Selling items online or at a rummage sale can help you come up with cash 
to put toward your monthly bills. While this can be a good one-time source of cash to pay 
down debt, it doesn’t add to your monthly income to cover future debt payments. 

Keep in Mind:

You could lose money: When selling, you typically won’t get as much mon-
ey as you paid for an item. If you plan to replace the item when you get back 
on solid financial ground, this option could cost you more money in the long run.

Are you really willing to sell?: You might own some family heirlooms or items 
with sentimental value that would be too hard to part with.

Do you own it?: You might not be able to sell an item that is being used as col-
lateral for a loan. Sometimes the creditor will give you permission to sell the item, 
such as an auto, in order to use the money to pay off the balance on the loan.

Increasing Your Income
Sometimes more money can come from selling stuff you don’t use anymore. turning a hobby 
into a paying job, getting a tax refund, or reducing the amount of taxes withheld. Even small 
changes can add up. But it’s just as important to understand how decisions to cut costs to 
save money can affect your future financial security. 

: The Internal Revenue Service allows “hardship with-
drawals” from certain retirement plans when faced with an immediate and heavy financial 
need, including preventing foreclosure or eviction. Your withdrawal is limited to the amount of 
money you paid in and does not include any employer match or interest income. A withdrawal 
is not considered necessary if you still have other options available to you, such as getting a 
bank loan or selling assets. 

A hardship withdrawal is different from taking a loan out of your retirement account. Unless 
you’re purchasing a home, a loan must be repaid within 5 years with payments beginning im-
mediately. On the other hand, a hardship withdrawal doesn’t need to be paid back. If you take 
out a loan and then leave the company before the loan is paid back, you must repay 
the loan right away or else pay taxes and penalties.

Keep in Mind:
You could owe more taxes: Withdrawals are taxed as income, plus there’s a 

10% penalty added on, so you need to figure this amount into how much savings you 
plan to withdraw.  It’s extremely important to check with a tax professional about penal-
ties and taxes due if you are considering cashing in a retirement policy. Find out more 
on the IRS website at: www.irs.gov.

There are exceptions for withdrawals: A retirement plan is not required to offer 
hardship withdrawals.  Your options for withdrawing savings also depend on the type of 
plan you have, such as a 401(k), 403(b), 457(b) or IRA.

The long-term impact: A hardship withdrawal permanently lowers your retirement 
savings since the money can’t be paid back once it’s taken out. Also, you won’t be able 
to contribute to any retirement account for at least 6 months following a withdrawal.

If it comes down to bankruptcy: Retirement savings are exempt from seizure by 
your creditors during a bankruptcy. Once you’ve spent the hardship withdrawal from 
your retirement savings, what other options do you have for keeping up with your bills?  
Borrowing from retirement savings may not be the best option if you end up filing for 
bankruptcy a few months later. 
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When you look at your paycheck, what 
deductions do you see listed? Some deductions might be required, like a pension plan, while 
other contributions might be scaled back even if temporarily. Check with your human resources 
office to find out which payments are under your control.

Keep in Mind:

Health coverage: There are typically restrictions and enrollment periods 
surrounding health care plans and supplemental policies that may prevent or post-
pone your ability to cancel coverage. If you drop a policy and later want to re-enroll, 
you may face issues around pre-existing conditions and waiting periods. If you buy 
your own health insurance, find out more about your options at: healthcare.gov.

Retirement savings: Some pension programs are mandatory, but you might al-
so have voluntary retirement contributions taken out of your paycheck. Cutting 
back on retirement savings can add more to your monthly budget now, but you’ll 
have less money when you’re older which could mean working longer or living on 
less later.

Life and disability insurance: Some policies are mandatory, while others could 
be cancelled. Dropping some types of protection could leave you and your family at 
risk for future financial trouble. Instead of dropping coverage entirely, are there op-
tions to increase your deductible or waiting period?  Just make sure you have mon-
ey to cover a large deductible if needed.

Keep in Mind:

Do the math: You don’t want to be in a position of having too little taxes with-
held and then scramble for money next April to make a tax payment.

File taxes even if you don’t owe money: Tax credits can either be refundable, 
meaning they will give you money back even if you don’t owe any taxes, or non-
refundable, meaning they will only credit you if you owe taxes. While deductions are 
subtracted from your income, tax credits are subtracted from your tax due. 

To find out more: Visit the Internal Revenue Website at: www.irs.gov.

A drop in income might affect the amount of taxes you have with-
held from your paycheck. You might also be eligible for tax credits, such as earned income, 
child tax credit, or homestead credit, when you file your taxes next year.

Increasing household resources
When’s there not enough money to cover monthly bills, there are other ways to balance the 
family budget. If your income has dropped, you may be eligible for a number of programs for 
individuals and families with lower incomes. Govern-
ment and non-profit programs can help bring in re-
sources, such as housing, heating, or food payment 
assistance. Check out access.wisconsin.gov or call 
your county human services office to see if you qualify.

Dial 2-1-1  If you are having trouble 
meeting your basic needs, call 211 
for a local directory of all the govern-
ment and non-profit programs and 
organizations that provide services to 
low-income individuals.
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DEALING WITH A 
DROP IN INCOME
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WHEN YOUR INCOME DROPS…
Sometimes a household’s income drops suddenly because of a job layoff, an illness or death, or a 
divorce. It’s natural to feel shocked or panicked or to want to ignore the situation.

current expenses. Most households can’t continue to spend at the same rate and with same lifestyle 
that they had before their income dropped – even if the drop is just temporary. The sooner you look 
at your household budget, the more options you have and the better off you will be in the long run.

creditors may be willing to work with you during a rough patch if you’re honest with them and 
contact them before you miss any payments.

Talk with your family and friends about your stress and the changes that might need to happen 
at home. If you have children at home, you don’t want to worry them with adult concerns about 
paying for groceries or the mortgage, but it’s okay to let them know that there’s less money coming 
into your home. Children can be part of the solution when you let them know that some purchases 
can’t be made or some activities will need to be cut or postponed. Your teens might already be 
contributing to the family budget through a part time job. Families often become stronger when 
everyone pulls together.

No matter how bad your situation might 
be, ignoring your worries won’t make 
them go away. TAKE CHARGE.
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MONTHLY CASH FLOW WORKSHEET 

and how much your monthly living expenses add up to. Use this worksheet to estimate if your income will 
cover all of your current expenses and debt payments.

BASIC LIVING EXPENSES
Monthly Expense $ Amount

Rent/Mortgage

Electricity

Heating Oil or Gas

Water/Sewer

Cable/Satellite

Internet

Cell Phone/Landline

Gas for Car

Car insurance payment

Eating Out

Groceries

“Stuff” for household & 
personal care

Clothing and Laundry

Doctor co-pays/ 
Prescriptions

Entertainment – movies, 
hobbies, habits

Pets

Gifts/donations

Health/Life insurance

Money put into savings

DEBTS (bills that charge interest)
Name of Creditor Monthly Payment 

Requested
Total Amount 
Owed Still

Car Payment 1 $ $

Car Payment 2

Medical Bill

Past Due Utilities

Credit Cards

TOTAL DEBTS $ $

TAKE HOME INCOME/PAYCHECKS

Income (1) $ ___________

Income (2) $ ___________

Income (3) $ ___________

Income (4) $ __________

TOTAL MONTHLY - NET (TAKE HOME) INCOME 

$ _______________

MINUS TOTAL MONTHLY SPENDING - ____________

DIFFERENCE +/- ______________

MONTHLY EXPENSES        $ _______________
(total from above)
+ MONTHLY DEBT
PAYMENTS                                $  _______________
(total from debt chart)
= ADD UP TOTAL
MONTHLY SPENDING       $ _______________

out more about working with creditors.
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WHERE DO YOU START IF YOU CAN’T PAY BILLS?

TAKE ACTION RIGHT AWAY

Contact creditors BEFORE you miss a payment. You can reduce your chances of being harassed by creditors 
or collection agencies by working out solutions early.

AT THE FIRST SIGN THAT YOU WILL NOT BE ABLE TO MAKE A PAYMENT, DO THE FOLLOWING:

•

•

•

•

•

•

WHAT ABOUT YOUR CREDIT RATING? Nonpayment of bills is reported on 
your credit record, which can damage your ability to get credit or increase the 
cost of credit. A prospective employer may ask to see your credit record. If you 
contact all creditors immediately and pay something on each debt as agreed, 
creditors are less likely to report problems to credit bureaus.
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WHAT CAN HAPPEN WHEN YOU DON’T PAY BILLS?

If you have emergency expenses or a sudden drop in income, you may be tempted to ignore bills or credit 
charges. Here is what may happen if you put off paying bills:

UTILITIES

• Utility service may be shut off. Services such as electric, gas, or your cell phone maybe turned
off if you don’t pay bills. Also, you may not qualify for energy assistance if you owe money to
the utility company.

• A large reconnect charge
• Interest and fees may be charged on overdue amounts.

MORTGAGE

• Default - If you miss a mortgage payment, you will receive notice from your lender that
foreclosure will begin if you do not pay by a certain date.

• Late fees will be added to the amount you owe.
• Cosigner will be asked to pay - If a relative or friend cosigned the mortgage, the lender will

expect them to make the payments if you do not. Your missed payments could create serious
problems for your cosigner as well.

• Foreclosure - If you continue to not make payments, the lender will ask the courts to auction
your home so the lender can regain the money owed. If this happens, you could lose your home,
all of your money invested in it, and still owe more money to your lender. You may want to
consider selling your house before court action begins.

OTHER CREDITORS

• If you miss a payment, you will receive a letter reminding you that you missed a payment and
asking you to pay promptly. After that, you may receive a more direct letter or get a phone call
demanding payment.

• Bills will probably be turned over to an independent collection agency. At that point, you
will no longer be able to negotiate with the person or company you owe money to. Collection
agencies can be aggressive, but you do have certain rights. Collection agencies can’t use
abusive language or threaten you with violence. They can’t call you at unusual hours or

• Creditors can take several kinds of legal action against you. These actions are often written
into the sales contract you signed. If you fail to make payments, you will receive letters from a
creditor’s attorney warning you of the action the creditor plans to take.

• These actions may include:
Acceleration – the entire debt is payable at once if you miss a payment. The courts can force
you to pay by seizing your property and selling it.
Repossession – the creditor can seize the item you bought or the property you used as
collateral. If the sale of the property brings less than the amount you owe, you still must pay
the difference.
Wage garnishment – a court order or judgment that requires your employer to withhold
part of your wages and pay your creditor. The creditor can also garnish your checking or
savings account if you have more than $1000 in your account.

GOVERNMENT DEBTS

• Debts like property taxes or child support are handled differently than a loan or credit card
payment. See “Deciding which debts to pay” for more on these debts.
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DECIDING WHICH DEBTS TO PAY FIRST

When you are between jobs, the paychecks may stop coming, but the bills don’t. You’re legally obligated to pay 
all debt, but when you don’t have enough money to cover your monthly expenses and pay your creditors the 
minimum amount due, you face some tough decisions. There is no magic list of the order in which debts should 
be paid since everyone’s situation is different.

HERE ARE SOME GENERAL RULES ABOUT HOW TO SET PRIORITIES:

GOVERNMENT DEBT

Income Taxes: If you cannot pay the 
total amount due, contact the Wisconsin 
Department of Revenue and the IRS 
right away. Ask for information on 

your reduced income makes you eligible 
for tax credits. Contact the Wisconsin 
DOR at (608) 266-7879 or www.dor.
state.wi.us. There’s a $20 fee to make 
an installment agreement. Contact the 
IRS at (800) 829-1040 and ask to be 
transferred to “advanced accounts.”

Property Taxes: Contact your county 
treasurer and explain your situation 
right away if you’re not able to pay 
property taxes.

Child Support Orders: If your income 
has dropped sharply, contact your family 

support order as soon as possible. This 
cannot be done retroactively.

Student Loans: If you are having trouble 
making your federal student loan 
payments, contact your loan servicer 
immediately. You may be able to have 
payments deferred – or postponed 
– during periods of unemployment

qualify for a deferment once your
student loan is in default.

36



BANKRUPTCY
If you owe a large amount of money and your creditors will not accept reduced payments, you may have to 
consider your option of last resort - personal bankruptcy. A bankruptcy stays on your credit report for 10 
years, making it hard to get credit, buy a home, get life insurance, or sometimes get a job. However, it is a legal 
procedure that can offer a fresh start for people who can’t pay all their debts. Filing for bankruptcy could 
cost 

of an attorney, hiring an attorney is recommended. Contact the Wisconsin Bar Association 
Lawyer Referrals numbers: (608) 257-4666 or 1-800-362-9082 look in the phone book for “Bankruptcy” 
listed as a specialty branch of the law.
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SAMPLE LETTER TO CREDITORS

Use this example below as a guide when writing to or talking with creditors. Replace the blanks 
with your own information.

(Creditor/Company name)
__________________________________________
(Company Address)
__________________________________________
(City, State, Zip)

Attention: Account Representative

Date: __________________________

Name(s) on account: ______________________________

Account number: _________________________________

Date loan/account opened: _________________________

Total amount due: ________________________________

Monthly payment amount: __________________________

account because _____________________________________________.
(List your personal reason here – job loss, illness, etc.)

living expenses and have come up with a debt repayment plan based 
on my reduced income. I’m contacting all of my creditors to explain my 
situation and to ask for a reduced payment until my situation improves.

I would like to offer a reduced payment of $_______________ per month. 
This is the most that I can pay regularly at this time. You can expect this 
amount as soon as possible until the debt is totally repaid.

letter of acknowledgement. Thank you.

Sincerely,
______________________________________________
(Sign your name)
______________________________________________
(Your address)
______________________________________________
(City, State, Zip)

TIPS TO NEGOTIATE
WITH CREDITORS

Not all creditors will accept 
payment plans, but they’ll 
be more likely to work with 
you if you have been a good 
customer and if you contact 
them before they contact 
you. Before you contact 
each creditor, make sure 
you’ll be able to pay the 
monthly amount in your 
agreement. If you fail to 
follow the new plan, your 
creditor will be less likely to 
work with you again.

Here are some options you 
could request from your 
creditor:

• Reduce your monthly
payment amount

• Reduce or drop charges
for late payments

•
lower interest rate

• Pay interest only on the
loan until you can resume
making monthly payments

• Request permission to
sell the item and use the
cash to repay – or partially

Prepared by: Peggy Olive, Financial Capability Specialist, February 2009. (Available online in English/Spanish 
at: https://fyi.extension.wisc.edu/toughtimes/) Updated March 2020.
Reviewed by: J. Michael Collins, Professor, Extension Specialist Family Financial Management, UW-Madison.

2006. Surviving Debt. National Consumer Law Center, 1999.

An EEO/AA employer, University of Wisconsin-Madison Division of Extension provides equal opportunities 

Section 504 of the Rehabilitation Act requirements. 38
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Benefit Cliffs for Wisconsin Public Programs
A family hits a benefit cliff when a small income increase 
makes them ineligible for public benefits they had been 
receiving (UW-Madison Institute for Research on 
Poverty). Many public benefits programs in Wisconsin 

these programs to be aware of benefits cliffs as they 
make financial and professional decisions that impact 
their income. This information sheet contains details 
about four commonly used Wisconsin public benefits 
programs as well as their eligibility limits.  

Wisconsin Shares Child Care Subsidy Program
This program helps make quality childcare more 
accessible and affordable by covering a portion of 
monthly childcare costs for qualifying families. Income 
eligibility limits are based on group (i.e., household) size 

Size Monthly Income Limit--85% of SMI
2 $4,956
3 $6,122
4 $7,289
5 $8,455

Others Visit Website

Wisconsin FoodShare Program

Federal Supplemental Nutrition Assistance Program 
(SNAP). The program provides food benefits to low-
income families to supplement their grocery budget so 
they can afford nutritious food essential to health and 
well-being. Income eligibility limits are based on 
household size and federal poverty level (FPL) guidelines. 

Size Monthly Income Limit 200% of FPL
1 $2,266
2 $3,052
3 $3,840
4 $4,626
5 $5,412

Other Visit Website

Wisconsin Home Energy Assistance Program (WHEAP)
This WHEAP program assists eligible households with 
heating and electric bills. Benefits are not guaranteed to 
eligible households when funds are exhausted for a 
program year. Income eligibility limits are based on
household size &

Size Monthly Income Limit--60% of SMI
1 $2,675.25
2 $3,498.42
3 $4,321.58
4 $5,144.83
5 $5,968.00

Others Visit Website

Free & Reduced Meals
This program provides nutritionally balanced, low-cost,
or free lunches to children each school day. Income 
eligibility limits are based on household size and federal 
poverty level (FPL) guidelines. Note there are different 
limits for free and reduced-price eligibility. The limits 
shown in the box below are for reduced-price eligibility. 

Size Monthly Income Limit--185% of FPL
1 $2,248
2 $3,041
3 $3,833
4 $4,625
5 $5,418

Others Visit Website

BadgerCare Plus, is a state & federal health insurance
program that helps low-income Wisconsin residents
cover the costs of doctor visits, hospital stays, and 
prescriptions. Contact Covering Wisconsin to explore
BadgerCare Plus and other health insurance programs. 
Other public benefits programs may be available to you. 
You can contact 211 at 877-847-2211 and visit
https://access.wisconsin.gov/access/ to learn more.

to get started. 
Visit https://counties.extension.wisc.edu/ for more 
information.
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Spending

Stephen Magnus 
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Don’t feel safe walking around with a lot of cash? Maybe you know cash in your pocket is too 
easily spent. Many people like to manage their money with a checking account. There are 
many choices when opening a checking account and responsibilities that go along with it.

What are Advantages and Disadvantages of a checking account?

Questions to ask when shopping around for a checking account:

What types of checking accounts are available?
There are many types of checking accounts varying in names: Basic checking, “Free”
checking, Express checking, “No Frills” checking, Interest bearing. Usually an account
that pays interest means that you need to keep a certain amount of money in your
account. Sometimes a fee may be charged for a debit card and for using the card at
certain locations, so it’s important to keep track of debit fees.

Are overdraft protection plans available?
Fees for overdraft protection may vary, but usually is not free. Funds must be available
in some form of savings or a line of credit to cover exceeded amounts. An amount is
usually charged - $25 to $35 - each time a bounced check is processed through your
account. Once you make a deposit, the fees will be taken out before checks are paid
and may leave you owing a large amount of money.

Financial institutions must offer you the choice to “opt-in” or agree to overdraft protection 
services if you overdraw your account when you use your debit card or ATM. BUT if you 
overdraw your account when you write a check or have an automatic bill payment from your 
account, your financial institution can charge you for overdraft protection. If you don’t want 
overdraft protection services on checks and automatic payments, you need to check with your 
Financial Institution to find out if you can cancel this option or not. For more information: 
www.federalreserve.gov/consumerinfo/

To open a checking or savings account, you must provide 
your name, birthdate, address, and acceptable ID number. An 
acceptable ID number can come from one of the following: Social 
Security card, passport (U.S. or foreign), or other government 
issued ID.

Advantages
Convenient—money available
Safer than carrying cash
Proof of payment
Easier budgeting

Disadvantages
Must keep track of account balance (checks, debits, ATMs)
Minimum balance or extra fees
Over-drafting (bounced checks) can be costly
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Other documents that MAY be accepted to open an 
account, depending on the policies of the individual 
financial institution, include: driver’s license (foreign 
may be acceptable); telephone, gas, cable or electricity 
bill with name and current address; major credit card 
with an expiration date; voter registration card (foreign 
may be acceptable); student ID from a major college or 
university or military service card.

For an interest bearing account, a Social Security 
number or an Individual Tax Identification Number 
(ITIN) is required. If you don’t have either one, you may 
be able to open a joint savings account with someone 
who does have a SS number. The U.S. Internal 
Revenue Service issues ITIN’s to people who need to 
file income tax returns but are not eligible for a Social 
Security number. 

Consult with an immigration advocate or attorney before applying for an ITIN. To apply for an 
ITIN, you need IRS Form W-7. Some local banks, credit unions or community organizations 
may be able to help, but don’t pay for the W-7 form - it is free. Not all banks and credit unions 
accept the same documents. If legal documents are not accepted at one place, go to another.

Sources: http://www.texasappleseed.net/pdf/brochure_Immigrant_IDNeeded.pdf; FDIC Money Smart

Consular ID Cards

Many banks and credit unions now 
accept ID cards issued by foreign 
consulates, such as the Matricula 
Consular issued by Mexican 
consulates, as a primary form of 
identification. Contact the relevant 
local consulate to see if they issue 
an ID card accepted by banks and 
credit unions. Beware of 
“international IDs” that are not 
issued by governments. They are 
expensive and will not be accepted 
to open accounts.
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Ask yourself: 

Does your income cover all of your living expenses and savings goals?

Or are you running out of money by the end of the month? 

Sometimes it’s hard just to figure out where your money is going, much less 
where to start if you need to cut back. That’s where having a monthly 
budget or spending plan comes in.

But spending plans don’t work if there’s not enough room for flexibility in 
your monthly expenses and your savings goals. They also don’t work if 
there’s too much room - “spare change” spending – like that $20 bill that just 
disappears before you know it.

Here are some tips to get you started on creating your own monthly spending plan:

Be realistic: Keep track of what you actually spend, not what you think you 
spend.  Also, be realistic about the amount you can save for your financial goals 
without feeling deprived during the month.

Be specific: If you go through the effort of putting your monthly expenses in 
categories, you’ll have a much better idea of where you’re spending your money. This 
will also help you to decide where you want to spend your money and where to make 
changes, like cutting back on vending machine snacks instead of groceries if you’re 
trying to save money on your food bill.

Allow for the unexpected: Life never fails to throw a few curve balls. Having an 
emergency fund or savings for those expenses that are likely to come up in the future –
like car repairs – will keep you from blowing your budget or having to take on debt. 

Get (sort of) organized: Sometimes staying within your spending plan is a matter 
of paying bills on time to avoid late fees or balancing your checking account regularly to 
avoid overdrafts. If you set up a regular time for paying bills and a specific place for 
sorting and filing paperwork, life will get a whole lot easier.

Prioritize: There are a lot of ways to spend a dollar. Most financial experts would 
agree that top budget priorities are to keep up with housing-related bills, car payments, 
and basic living expenses. Ideally, your spending reflects what’s most important to you 
and is based on your family’s financial priorities and values. 

The bottom line is: 

If you find that your credit card balance continues to grow each month, this could mean 
trouble. You might be relying on credit to make ends meet. Plus, minimum payments due can 

quickly become too big to pay
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Most of us have a good handle on the cost of our fixed monthly expenses –
that is, those bills that stay the same month after month. It’s those 
expenses that change a little, or a lot, each month that can really throw you 
off. If you have a hard time figuring out where your money goes each 
month, there are many different ways to track your spending.

Computer: Enter your spending and income into a computer 
program or a free downloadable spreadsheet that totals up your 
spending for you at the end of the month.

Popular free programs: smartaboutmoney.org; mint.com; quizzle.com

Popular free apps: mint, expensify, billguard, levelmoney, and many others

Bank: Many banks offer online bill paying, tracking, text messages, online piggy 
banks for saving money, and other features.

Notebook: When you spend money, write it down right away. Keep a pen and 
paper in your pocket, car, or purse.

Receipts: Put your receipts in a folder or envelope and add them up at the end of 
the month. Didn’t get a receipt? Write the amount on the folder.

Calendar: If you’re used to looking at a calendar every day, write down what you 
spend, what bills were paid, and income received in your calendar. 

Envelope method: If you usually spend cash, put your spending money for the 
day or week in an envelope. When you take cash out, put your receipt in or write your 
purchase on the envelope. You can also divide your expenses into categories like 
“groceries” or “entertainment” if you’re trying to limit your spending. When one 
envelope’s empty, the money has to come out of another envelope – you decide.

Checkbook: Look through your checkbook register or your monthly bank 
statement for check and debit purchases. 

Why track your spending?

The biggest reason budgets don’t work for many of us is that our spending and expenses 
change weekly or monthly. When you’re trying to stick to a spending plan, it’s easy to get 
discouraged the minute you go over.

Tracking your spending lets you stay on top of where your money is really going. It gives you 
the big picture for all of your spending during the month. After all, what really matters is how far 
ahead or behind you come out at the end of the month.

If your monthly expenses are consistently higher than your monthly income, you have
3 options: 
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Bill Paying Tips

Pay bills on time and save on late fees and interest payments.

Who will pay bills? Make it a “job” at your house.

Keep bills and paperwork in one spot in your house. 

Open every bill as soon as it shows up in the mail or your email.

Look at the due date and put it in your calendar 

Once a week, go through any mail, emails, or paperwork to keep it from piling up. 

Keep a record – Save stubs from checks or money orders.

1) PLAN FOR IT 

Use a paper calendar or your smartphone—whichever you’ll look at more.

When a bill comes, look at the due date. Find that date on your calendar and add 
the amount and type of bill on that date. Circle the date or add a reminder to your 
phone. 

Add in income when you get it.

As you pay each bill, check it off your calendar.

Double check any auto-payments to make sure the bill was paid and to check if any 
bills were higher than expected.

2) STASH IT - work on putting money aside for monthly bills

What are regular bills? Use a spending plan worksheet to keep track of bills 
due and how much money you have to work with for the month.

If you mainly use cash:

It can help to sort money into folders or envelopes: FOOD, HOUSING, GAS/
BUS, and OTHER.

Put enough money in each labeled envelope every paycheck.

Pay bills with the money in the envelope before the due date. 

Return any change to the envelope it came from.

Put receipts into the envelopes and write the amount spent on the back of 
the envelope with date.

You can also set money aside in a prepaid debit card or a 
savings account.

Paying bills on time in late fees and interest charges.
If you know you won’t have money for the entire bill when it’s due, 

contact your creditor the due date.

45



fyi.extension.wisc.edu/financialcapability

Saving

Do not save what is left after spending, 
but spend what is left after saving

Warren Buffett
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Here are easy tips that can total big bucks at the store and around the house. 

Save on energy costs. For each degree you turn down your thermostat while 
you’re sleeping or away from home, you save 2% on heating costs. Lowering 5 degrees 
saves the average household $200/year. Unplug your electrical gadgets when you’re not 
using them and save an average of 10% - or $120/year - on your electric bill.

Keep a grocery list. Keep a grocery list on your phone or the fridge and take it with you 
to the store. Plan your menus around sale items, especially more expensive purchases, 
such as meat. Gas for an extra trip to the store easily can add a dollar or more to your 
grocery bill. And the less you shop, the less likely you will make an impulse purchase. Stick 
to your list and menu — unless you come across a good sale. 

Shop the specials. Invest in staple foods when they’re on sale. Buying a 
boatload of bananas (and other perishable foods) isn’t a very good long-term 
investment. Stocking up on staple items such as reduced-price canned tuna or 
tomato sauce can be. Buying several packages of meat when it is on sale and 
freezing it may save quite a bit. It is safe to freeze meat or poultry directly in its 
supermarket wrapping if you’ll use the food in a month or two. Otherwise, over wrap these 
packages using airtight heavy-duty foil, freezer paper, or place the package inside a 
freezer plastic bag. You can also repackage family packs into smaller amounts.

Buy bigger sizes only when the price is right and you can use it. First, do the math and 
check if you actually do save by buying a larger package. The cost of two products of the 
smaller size may be a better price than the larger one, as you might find with peanut butter 
or toothpaste. Plus, will you use the food before it goes bad? 

- -

Plan a “Nothing Week”: Once in a while, have an entire week when you and your family do 
not go to the movies, out to eat, bowling, etc. Plan to do special activities that don’t cost 
money, such as a board game, picnic, or long walk.

Or consider a “Cut-Back Week.” During that week, do what you would normally do, but think 
of ways to make it less expensive and save the difference. For example, rent or borrow a 
movie instead of going to the theater, make your own pizza from scratch, drink mix-your-
own lemonade instead of soft drinks, etc.

Brown bag it. If you’re used to going out for lunch or using the vending machines, 
get up 10 minutes earlier and make your own lunch. If all family members do 
this, the money saved can really add up. NOTE: You may save money on your 
children’s lunch by having them participate in the school lunch program. 
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Garbage check. We lose money whenever we toss food because it spoiled 
before we got around to eating it. If wilted lettuce is a frequent occupant of your 
garbage can, serve more salads at the beginning of the week. If extra mashed 
potatoes get tossed because they’ve lingered too long in the fridge, make less next time or 
recycle them as potato patties, shepherd’s pie, or potato soup within a day or two of 
making them. Use ripe bananas in banana bread or fruit smoothies. Put some leftovers in 
the freezer right away for a homemade TV dinner. Avoid buying a food that is past its 
prime. If it’s on sale and near its expiration date, use it soon. 

Coupon common sense. Use coupons only for foods you normally would eat, rather 
than for “extras.” If you have access to a computer, check online for coupons at websites 
such as coolsavings.com. If possible, shop on double or triple coupon days when a store 
increases the value of coupons. Put aside the amount you “saved” by using coupons at the 
grocery store or drugstore. The amount saved is probably printed on each receipt. Put the 
“savings” (the money you did not spend) in a special “coupon saving jar.” Saving just $2 a 
week for 52 weeks gives you an annual savings total of $104.

Costly prepackaged foods. How much time do you really save when you buy a 
convenience food? It takes just a few seconds to mix your own sugar and cinnamon rather 
than buying it pre-mixed. Microwaving a bowl of regular oatmeal rather than pouring hot 
water over a pre-measured package adds only a few minutes. You’re likely to save by 
cutting fruits and veggies yourself. Plus, the precut ones won’t keep as long.

-

Store brand savings. Store brands are comparable in nutrition to name brands. And 
taste-wise there may be little difference. In some comparisons, they have been preferred 
over the name brands. Some store brands may vary more in size, color, or texture than the 
name brands. Store brands and lower-priced brands tend to be positioned on the top and 
bottom shelves. The national brands are more likely to be on the middle shelves.

Think before you drink: Buy a reusable water bottle and fill it with tap water. You can 
also flavor water by adding a small amount of juice to it as a substitute for soda.

The Rule of 3: If you get a tax refund or rebate check, divide it by 3. Use 1/3 to pay down 
a bill, put 1/3 into savings, and spend the remaining 1/3 on whatever you want.
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Learning to save, even as you pay off bills, is an important part of 
managing money. Once you have had the satisfaction of getting 
something you have saved for, it is easier to continue. Putting money 
into savings each month for emergencies or for something you want 
gives you more control.

What do you need? 

A sheet of paper and pencil.
A container for savings—a jar with a screw on lid, coffee can or purchased “piggy
bank” will work.

What do we do? 

1. Make a list of 4-6 items you or your family would like to have. Try to start with things
that cost less than $100.00.

2. Look over the list and have each family member vote for item they would most like to
save for now. The item with the most votes wins.

3. Use store ads, magazine pictures or draw a picture of the item. Tape or glue the
pictures to the container.

4. Check store prices and figure out exactly how much money is needed to buy the item.
Label the container with this amount.

5. Make a plan to start saving the money needed for the item.

Save certain coins like dimes or quarters.

Save change at the end of each day.

Spend less on an expense—take a lunch to work and put money you would have
spent in the jar, get a video from the library and put money for video rental in jar,
make a pizza at home and subtract the cost of the ingredients from the price of
having a pizza delivered and put the difference in the jar.

Collect aluminum cans, sell them and put money in the jar.

6. Once a week, meet together, and count the money in the jar.

7. When there is enough money to buy the item, plan a trip to make the purchase and
celebrate.

8. Keep the jar and decide on the next item you want to save for.

It can be fun to save for what you want!
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What accounts can I use to save for retirement?
Retirement planning can help you prepare for your long-
term financial needs. To successfully plan for retirement,
it is important to understand the accounts that can be 
used. You may have several options to save for 
retirement including accounts offered by your employer, 
often called employer-sponsored retirement plans, and
individual retirement accounts. You may be able to save 
for retirement on a pre-tax basis (“Traditional”) or post-
tax basis (“Roth”). Also, retirement accounts have annual 
contribution limits. Talk with your financial advisor 
and/or human resources staff to learn more.

There are 2 main categories of employer-sponsored 
retirement plans: defined benefit & defined contribution. 

A defined benefit plan, commonly known as a
pension, promises you a regular payment from
the day you retire through the rest of your life
(PGBC). However, statistics show that 15% or
less of private-sector employees are offered a
defined benefit plan (BLS).
Most employees save for retirement through
defined contribution plans, which do not promise
you a specific monthly payment upon
retirement—instead you will have the ability to
withdraw funds from the total balance in your
retirement account as you desire (investor.gov).

Common retirement accounts offered through employers 
include the following:  

Owners and employees at small businesses or people
who are self-employed may have access to other 
retirement plans. If this applies to you, talk with your 
financial advisor about these retirement account options. 
For help finding a financial advisor, read UW-Extension’s 
article, “How to Choose a Financial Advisor.” 

There are also retirement savings accounts available that 
are not connected to your employer. These accounts 
require you to have earned income. You can open these 
accounts at your preferred financial institution.   

Traditional Individual Retirement (IRA)
Roth Individual Retirement Account (Roth IRA)

Additionally, it is important to consider how government 
programs such as Social Security and Medicare may fit 
into your retirement planning. You can talk about getting 
started on retirement planning, and other financial topics, 
with your county’s financial educator. Visit 
https://counties.extension.wisc.edu/ for more 
information.

Account Type
Solo 401(k) and Roth Solo 

401(k)
Defined Contribution

Traditional and Roth 
Savings Incentive Match 

Plan for Employees 
(SIMPLE IRA)

Defined Contribution

Traditional and Roth 
Simplified-Employed 

Pension (SEP IRA)

Defined Contribution

Account Type
Traditional Pension Defined Benefit

Cash Balance Pension Defined Benefit
Traditional 401(k) and

Roth 401(k)
Defined Contribution

Traditional 403(b) and
Roth 403(b)

Defined Contribution

Traditional 457(b) and
Roth 457(b)

Defined Contribution

Traditional Thrift Savings 
Plan and

Roth Thrift Savings Plan

Defined Contribution
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Non-traditional services/products at a glance

Credit report basics

Reviewing a credit report

Reading a sample credit report

Credit scores

Borrowing

“ .” 

—B   
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A credit report tells you several things:

How you’ve paid your debts

How much debt you have

If you’ve made payments on time or late

Who looks at your credit report? 

Lenders – to decide whether to loan you money and the interest rate

Landlords

Employers

Utility & Insurance Companies

By improving your credit:

You will be more able to borrow when you need it

Borrow at a lower interest rate

Increase employment and housing choices

Getting your FREE credit report: 

Get a copy of your credit report to look for mistakes or other surprises in your credit history. 
You can get one free credit report every from each of the three major credit 
reporting companies. 

Get your free credit report at: www.annualcreditreport.com or 877-322-8228

What is a credit score?
The information on your credit report translates into a three 
digit number – your –a signal of 
creditworthiness. There are hundreds of different credit 
scores. FICO® credit scores range from 300-850 and most 
people fall between 600 and 800.

What makes a credit score? & How to improve it!

Credit Score Factor Steps to Improve Your Credit

Payment History Pay bills on time. Pay more than the minimum due.

Amount Owed Pay off balances when possible. Do not use more than 25% of your 
total credit limit.

Length of Credit History Have only a few accounts. Hold on to older accounts.

Types of Credit Have at least 1 major credit card. Avoid very high cost lenders if 
possible.

New Credit Don’t apply for a lot of new credit in a short amount of time.
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You’re entitled to one free credit report (“consumer disclosure statement”) every  from 
each of the three major consumer reporting bureaus.  

The Fair Credit Reporting Act (FCRA) and the 2003 amendment known as the Fair and 
Accurate Credit Transactions Act (FACT Act or FACTA) give consumers the rights to:  

Learn what their credit record contains

Correct inaccurate or incomplete information

Order a free credit report each the three consumer credit
reporting agencies at: www.annualcreditreport.com or 877-322-8228

Note that this provides a free credit report, not a free credit score.

How to read a credit report 

The credit report will contain the following information: the person requesting the report, 
potentially negative items, accounts in good standing, requests for credit history, and personal 
information.

1. Make sure the name, social security number, and current/past addresses are correct.

2. Public Records: This section has information on a previous bankruptcy.

3. Account History: Check that balances make sense, payment history is accurate, and
the accounts listed are in fact yours.

4. Look for anything suspicious in the section that lists who has received copies. Check to
make sure no inquiries have been made about loans or leases by someone else

5. Mark or highlight items that may not be accurately reported.

6. If the account contains incorrect information, contact both the creditor and the Credit
Bureau. Follow up with a letter. Report the problem quickly and in writing.

How to get a credit score

The information on your credit report translates into a three digit number – your –
which measures your creditworthiness. There are hundreds of different types of credit scores. 
FICO® credit scores range from 300-850 and the majority of people fall between 600 and 800. 

To Purchase your FICO® Credit Score: www.myfico.com

To Estimate your Credit Score www.bankrate.com under “calculators”

Free “Educational” Credit Scores*: www.creditkarma.com
www.

* Samples provided for information only and are not an endorsement. These sample scores are likely
not the same scores a lender will use to grant credit.
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Reading a Sample Credit Report
This sample report shows what kind of information might appear on your own credit report, also 
called a consumer disclosure statement, from the 3 major Credit Reporting Agencies (CRA). 
Your real credit reports will all look a little different. The information in this sample is made up.

The PERSONAL 
CONSUMER 
INFORMATION
includes identification, 
as well as current and 
past addresses. This 
data comes from the 
information given to 
creditors. 

TIP: Make sure this 
information is correct. 
A wrong address or 
phone number could 
be a mistake – or a 
sign of identity theft.

PUBLIC RECORDS
INFORMATION is 
data collected from 
court records and is 
viewed negatively by 
lenders. This section
includes bankruptcies. 
Other public records 
for civil judgments and 
tax liens have recently 
been removed from 
credit reports, but 
could appear in other 
types of reports.

NOTE: A bankruptcy can stay on a credit report for 7-10 years from the date 
of filing depending on the type of bankruptcy.

Chapter 7 bankruptcy is reported for 10 years since all debt is
discharged.
Chapter 10 bankruptcy is reported for 7 years since some of the debt
is paid back.
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NOTE: Even if debt does not appear on a credit report, the Consumer 
Reporting Agencies (CRA’s) keep your older debt on file and can release the 
information when you apply for the following:

Credit of $150,000 or more, such as a mortgage.
Life insurance with a face value of $150,000 or more.
A job with an annual salary of $75,000 or more.

ADVERSE 
ACCOUNTS show lines 
of credit that have not 
been paid, have missed 
or late payments, were
sent to a collection 
agency, or were
“charged off” meaning
that the company 
reported the debt as 
lost income and may 
have sold the debt to a 
collection agency. A 
history of late payments 
lowers your credit 
score, especially if it’s 
more recent. Many 
lenders will not offer 
credit until overdue 
debts have been paid.

TIP: Negative items 
can legally be removed 
from a credit report if 
it’s been more than 7 
years from the date the 
debt first became 
overdue. If old items 
are listed, contact the 
credit bureau and ask 
these accounts to be 
taken off.

NOTE: Even if debt 
does not show up on a 
credit report after 7 
years, a person may 
still owe the debt and 
be taken to court, 
depending on the State 
and type of debt.
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The SATISFACTORY 
ACCOUNTS section 
shows credit 
accounts that are 
current or have been 
paid as agreed. The 
accounts listed are 
from information 
reported by lenders. 
Creditors choose 
whether to report 
account information 
to none, one, two, or 
all three of the major 
Credit Reporting 
Agencies and how 
often to report. 
Having satisfactory 
accounts that you pay 
the balance on 
regularly is good for 
your credit score.

The ‘Account Type’ 
lists the kind of credit 
account. 

Installment
Accounts – like car
or student loans
where you borrow a
set amount and
then make monthly
payments.
Revolving Accounts
– usually credit
cards that have a
credit limit.

TIP: The ‘Credit Utilization Ratio” (CUR) is how much of the balance is currently 
reported as being used in all your revolving accounts combined.

In this sample report, there’s only one revolving account. The credit card account 
above has a $387 balance divided by $1000 limit = 38% CUR.

To raise your credit score, keep your CUR under 25%. Some credit scoring 
models say to keep this ratio under 5% for a better credit score.
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TIP: Applying for credit could lower your credit score a few points each time 
you contact a lender. If you’re shopping for the best interest rate on a car 
loan, get a few quotes for loans within 14 days of each other. When shopping 
for a mortgage, get quotes within 30 days of each other. Most credit scores 
will only count these inquiries as one item, instead of many requests.

In the 
SATISFACTORY 
ACCOUNTS section, 
future creditors, 
insurance companies, 
landlords, and some 
employers look for a 
history of on-time 
payments as a sign 
that a person is 
responsible and 
trustworthy. Positive 
information is usually 
listed for 10 years after 
an account is closed or 
paid off. If there is a 
history of late 
payments, creditors 
and insurers may still 
work with a person, but 
will charge higher 
rates. 

TIP: Make sure 
accounts listed belong 
to you and that the 
information is correct. 
When you order your 
report, Credit Reporting 
Agencies (CRA’s) are 
required to provide 
information about how 
to dispute an item or 
correct an error in your 
report. Keep a copy of 
any letters or emails 
you send and customer 
service representatives
you speak with. The 
CRA usually has 30 
days to fix the error or 
show why it’s correct.
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Authored by Peggy Olive, Financial Capability Specialist, University of Wisconsin. Copyright © 2018 by the Board of Regents of the University of 
Wisconsin System doing business as the division of Cooperative Extension of the University of Wisconsin-Extension. All rights reserved.

The CREDIT 
INQUIRIES section 
includes information 
about when a credit 
report has been 
requested. There are 
two types of inquiries:

REGULAR INQUIRIES
are also known as 
HARD inquiries. When 
you apply for credit or 
buy insurance, for 
example, the lender 
reviews your credit 
report for a positive 
history and credit 
worthiness. These 
inquiries stay on a
report for 2 years and 
can be seen by all 
creditors who look up 
your report. Hard 
inquiries can drop a 
credit score by 5-20
points for many months. 

ACCOUNT REVIEW
inquiries are also called
SOFT or Promotional
inquiries. Companies 
ask for certain parts of 
your credit information 
to see if you qualify for 
their services. These 
items are only seen by
you and do not affect 
your credit score.

Office contact information

NOTE: You have the right to add a short statement to your credit report to 
dispute a credit item or explain a situation. The statement does not affect your 
credit score and many lenders may never even read it. 
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Credit Scores
“If winning isn’t everything, why do they keep score?” – Vince Lombardi

Source:  Fair Isaac Corporation, www.myfico.com, retrieved 2018.

Factors used to make up a FICO credit score: 

1) 35% - Payment History: This is the single most important factor in a credit score.  
The longer you have paid your bills on time, the better your score. Payment history 
includes:

 Payment information on each type of account (mortgages, installment loans, 
credit cards, etc.).  Active positive information can remain on your credit 
report indefinitely, while a closed account with positive information usually 
stays on your report for 10 years from the date of closing.

 Late loan or credit payments and collection accounts stay on reports for 7
years from the first late payment.

 The credit score reflects when the late payment occurred, how many 
payments were late, and length of time of delinquency. 

 Public Records on your credit report:
o Chapter 7 Bankruptcy – 10 years from date of filing
o Chapter 13 Bankruptcy – 7 years from date of filing

Score:
 Pay all bills on time. 

o Pay attention to due dates and due times.
o Recent missed payments lower your score more than older

missed payments from several years earlier. 
 If you carry a credit card balance, pay more than the minimum every 

month. Paying only the minimum can lower your score.
 Schedule automatic monthly payments if that helps you pay on time.

There are hundreds of 
different credit scores 

used by lenders, 
insurers, and others. 
FICO 8.0 is the most 
common credit score

model used by 
creditors, followed by 
the VantageScore.
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2) 30% - Amounts Owed: This is the second most important factor of your credit score:
 Balances on accounts: Even if you pay off your credit card monthly, your 

balance is reported to the credit bureau based on the date/time the record 
is pulled. The creditor may not know if you pay off the balance in full. 

 The amounts owed on the different types of accounts are scored 
differently. As an example, a mortgage loan would be scored differently 
than a credit card or a “big box” store loan. 

 Your Credit Utilization Ratio (CRU) is how much you’ve borrowed on 
revolving credit compared to the total amount of credit available to you.
The closer a credit card is to the credit limit, the lower the score.

 Installment loan balances, like a car loan, are compared to the original 
loan amounts. As the loan balance goes down, it shows you’re able and 
willing to manage and repay debt. 

3) 15% - Length of Credit History: In general, the longer your credit history, the 
better your credit score. Length of credit history factors include:

 How long credit accounts have been established. In order to have a credit 
score, your credit report must list at least one account that has been open 
for six months or more.

 The age of the oldest account, the age of your newest account, and the 
average age of all your accounts combined. 

 How long it has been since you used your credit accounts.

 Score:
 If you’re young or don’t have a very long credit history, don’t open a lot of 

new accounts too quickly. That can lower your average account age and 
your credit score.  

 If you pay off a credit card, don’t close the account if it is an account you 
have had for a while. If you only recently opened it, closing the account may 
not have much effect.

 Ask a family member with good credit if you could be an authorized user on 
their credit card – that’s IF their creditor reports authorized user data to the 
credit bureaus. You could also ask to be added as a joint account holder.
Note there are risks with attaching your credit report to another person.

 Secured credit cards can help build up a credit history but only if the 
creditor reports to a Credit Reporting Bureau.

  Score:
 Pay off credit cards in full every month to keep the balance from growing. 
 Use less than 25% of your credit limit on credit cards, even if you pay it off 

every month. To raise your score, use no more than 5% of your credit limit.
 Pay attention to credit card limits – card companies can lower your credit 

limit triggering over the limit fees. 
 Keep current credit card accounts open and use them every few months. 
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The First 3 Factors = 80% of your Credit Score

4) 10% - New Credit: Red flags go up when many accounts are opened in a short 
amount of time. New accounts show up as “hard inquiries” in a credit report. New 
credit factors include:

 Multiple credit requests/inquiries lower your score, with a few exceptions:
o Credit inquiries that were made within the prior 30 days don’t count

towards your score. 
o Inquiries older than 30 days that occur within a “typical shopping

period” for the same type of transaction (home loans, car loans) will 
only count as one inquiry. ‘Typical’ could range from 14-45 days.

 How long it has been since a new account was opened and the type of 
account that was opened.

5) 10% - Types of Credit Used: The types of credit includes the following factors:
 The mix of accounts including mortgage loans, credit cards, installment 

loans, finance company accounts, etc.
 This is usually not a major factor in the credit score unless the credit report 

does not have a lot of other information to base the score.

Score:
 It’s good to have at least one major credit card in addition to a few 

retail store credit cards. Experts say 3 active installment and 
revolving accounts are ideal, but 5 credit cards can lower your score.

 Don’t open new accounts just to have a better credit mix. That could 
lower your score more in the short term.

 “Payday” and title loans may not report to Credit Reporting Agencies 
unless you miss a payment. Even if the lenders do report regular 
payments to the Agencies – be careful using these higher cost forms 
of debt since other lenders may view them negatively.

Score:
 Comparison shop for a home or car loan within a 14 to 30 day period.
 Think twice about store offers to open a new credit card to receive an 

instant discount on your purchase. The new account could lower your 
credit score and cost you more in interest and insurance rates than 
you will have saved with a 10% discount on your purchase. Plus you 
should take time to review the details of the offer—hard to do in the 
checkout line.

 When you apply for new credit, a “hard inquiry” shows up on your 
credit report and can lower your credit score for many months. Too 
many hard inquiries can send the message to creditors that you are 
desperate for new credit. (“Soft inquiries” don’t affect your score so 
don’t worry about ordering your free annual credit reports or a free 
report if you’ve been turned down for credit.)
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How do these factors affect my credit score? 
That depends. These five factors have different effects on lower credit scores than 
they do on higher ones. Plus there are several different credit score models being 
used by the three credit reporting bureaus and Fair Isaac Corporation (FICO) that 
may weigh these various credit events differently.
 

Credit Karma Credit Simulator Score Chart 

Credit Event Jane Change Points John Change Points 

Add a New Credit 
Card with a Credit 
Limit of $15,000

793 791 -2 576 557 -19 

Increase Credit 
Limit of Credit 
Cards by $10,000

793 793 0 576 612 +36

Closing Oldest 
Account 

793 793 0 576 558 -18 

Increase Credit 
Card Debt by 
$10,000

793 769 -24 576 556 -20 

Paying Off All 
Credit Card Debt

793 793 0 576 615 +39

Allow 1 Monthly 
Account to Become 
30 Days Past Due

793 759 -34 576 558 -18 

Have On Time 
Credit History for 24 
Months

793 793 0 576 595 +19

Source:  CreditKarma.com Credit Simulator, Retrieved June 2009

For your free annual credit report: www.annualcreditreport.com
To purchase your credit score*: www.myfico.com
To estimate your FICO score*: www.bankrate.com – under calculators
For a free educational score*: www.creditkarma.com

www.

UW-Extension “Free credit report reminder” website: fyi.uwex.edu/creditreport/

*Educational scores might not be used by lenders. Websites are listed for information and education purposes only.

Prepared by:  Peggy Olive, UW-Extension, June 2009. Revised May 2018. 
Reviewed by: J. Michael Collins, Assistant Professor, Extension Specialist Family Financial Management, UW-Madison.
Sources: Credit Scores & Credit Reports: How the System Really Works, What You Can Do, Evan Hendricks.  Privacy Times, 2005.

Understanding Your FICO® Score, www.myfico.com/crediteducation, May 2009.
Your Credit Score: How to Fix, Improve, and Protect the 3-Digit Number that Shapes Your Financial Future, Liz Pulliam Weston. Prentice Hall, 2004.
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fyi.extension.wisc.edu/financialcapability

Where do you start if you
can’t pay bills?

Deciding which debts
to pay first

Quick facts on debt
collection, judgments,
garnishments, and
repossession

How to handle
debt collectors

Sample letter
to creditors

Credit repair options

How to rebuild
your credit

Building credit
from scratch

Avoiding medical debt

I can’t pay my
medical bill

Student loans and grants

Credit discrimination
is illegal

Dealing with Credit Concerns
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Take action right away!
Contact creditors BEFORE you miss a payment. You can reduce your chances of being 
harassed by creditors or collection agencies by working out solutions early.

At the first sign that you will not be able to make a payment, do the following:

Work out your new income and expenses. Use a monthly spending plan worksheet
to compare your income to current expenses. This will give you a picture of your current
spending and possibly places to cut back on your day to day expenses.

Prioritize your bills. Credit card collection agencies can be rude and persistent if
you miss a credit card payment, but missing a mortgage payment could mean losing your
house. Figure out what other bills are priorities to you, such as the car payment or
groceries. After you set aside enough money for priorities, then divide the rest of your
income among the other creditors and bills.

Contact your creditors before they contact you. When you contact creditors, you’ll
need to work with someone—a supervisor, accounts manager, or “loss mitigation”
specialist—who can negotiate with you. When you call, this may mean getting busy
signals or spending some time on hold since many others in similar situations may be
calling, too. If the creditor is local, make an appointment to meet with them in person.

Make specific and realistic offers to creditors. A creditor does not have to accept a
lower payment from you, but it never hurts to ask and explain your situation. Agreements
may include lower payments over a longer period (with more interest added) or payment
on interest alone for a set time period. Don’t make promises you can’t keep.

Follow up with a letter detailing the arrangements you agreed to with each creditor.
In the letter, write down the terms of your agreement including amount and due date, the
name of the person you talked to, and the date. Keep a copy of the letter for your
records. Get agreements in writing and signed by the creditor before you send money.

Contact a credit counseling agency if you need help working with your creditors.
Be aware that these agencies charge a fee and a debt repayment program may affect
your credit rating. Find a credit counselor near you at 1-800-388-2227 or
www.debtadvice.org

Consider seeking legal advice. You have rights under the Consumer Protection
Act. If a creditor has filed a judgment against you to garnish your wages or repossess
collateral, you may want to speak with an attorney before the court date.

Don’t take on new debt. You may be tempted to use credit cards, take out a home
equity loan, or borrow money to pay bills. Unless your situation turns around quickly,
more debt only creates bigger problems.

WHAT ABOUT YOUR CREDIT RATING? Nonpayment of bills is reported on your credit 
report which can make it harder and more costly to get credit. A future employer or landlord 
may ask to see your credit report. If you contact all creditors immediately and pay something 

on each debt as agreed, creditors are less likely to report problems to credit bureaus.
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Deciding Which Debts to Pay First 

When you are between jobs, the paychecks may stop coming, but the bills don’t. 
You’re legally obligated to pay all debt, but when you don’t have enough money 
to cover your expenses and pay creditors, you face some tough decisions. There is no magic 
list of the order in which debts should be paid since everyone’s situation is different. 

Here are some general rules about how to set priorities:  

1. First, pay housing-related bills. Keep up rent or mortgage payments if at all 
possible. Failure to pay these debts can lead to loss of your home. 

2. Pay basic living expenses next. This includes groceries and medical insurance if 
you can afford the premiums. Your reduced income may qualify you for FoodShare food 
assistance or BadgerCare medical assistance. Check out access.wisconsin.gov or 
contact your county human services office to see if you qualify. 

3. Pay the minimum required to keep essential utility service. Full and immediate 
payment of the entire amount of the bill may not be required, but you should make the 
minimum payment necessary to avoid disconnection if at all possible. 

4. Pay car loans or leases next if you need to keep your car. If a car is needed to get 
to work, you may make the car payment the next priority after housing, food, and utilities. 
Your creditor can repossess your car 
without going to court first. If you keep 
the car, stay current on insurance to 
avoid fees, legal problems, or even 
more expenses from an accident. 

5. Make tax debts a high priority. You 
must pay any income taxes owed that 
are not automatically deducted from 
your wages and any property taxes if 
they are not included in your monthly 
mortgage payment. You must file your 
federal income tax return, even if you 
cannot afford to pay any balance due. 
The government has collection rights 
that other creditors do not have. Also 
pay child support; these debts are court-
required and will not go away. 
Nonpayment can result in serious 
problems, including prison  

6. Make student loans a medium 
priority. In general, pay them ahead 
of low priority debts but after top priority 
debts. Since most student loans are 
backed by the government they are 
subject to special collection remedies, 
such as wage garnishments, seizure of 
tax refunds, and denial of new student 
loans and grants. 

Government Debt 
Income Taxes: If you cannot pay the total 

amount due, contact the Wisconsin 
Department of Revenue and the IRS right 
away. Ask for information on repayment 
plans and find out whether your reduced 
income makes you eligible for tax credits. 
Contact the Wisconsin DOR at (608) 266-
7879 or www.dor.state.wi.us. There’s a $20 
fee to make an installment agreement. 
Contact the IRS at (800) 829-1040 and ask 
to be transferred to “advanced accounts.”  

Property Taxes: Contact your county 
treasurer and explain your situation right 
away if you’re not able to pay property 
taxes. 

Child Support Orders: If your income has 
dropped sharply, contact your family court 
to find out about lowering your support 
order as soon as possible. This cannot be 
done retroactively. 

Student Loans:  If you are having trouble 
making your federal student loan payments, 
contact your loan servicer immediately. You 
may be able to have payments deferred – 
or postponed – during periods of 
unemployment or financial hardship. But 
you cannot qualify for a deferment once 
your student loan is in default. 
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7. Make loans without collateral a low priority. These include credit card
debts, doctor or hospital bills, other debts to professionals and similar
obligations. Since you have not pledged collateral for these loans, there is
rarely anything these creditors can do to hurt you in the short term.

8. Make loans with only household goods as collateral a low priority. Creditors rarely
seize the goods due to their low market value and the difficulty in retrieval without
involving the courts. If the creditors do start actions to repossess household items, you
will be notified by letter.

9. Treat cosigned debts like any others. For example, if you put up your home or the
car as collateral, that is a high-priority debt for you if other cosigners are not keeping the
debt current. If you have put up no collateral, make the debts a low priority. If others
have cosigned for you, you should let them know about your financial problems so that
they can decide what to do about the debt.

10. Don’t pay when you have a good legal reason to not pay. Examples include
defective merchandise or when the creditor is asking for money that it is not entitled to. If
you believe you have a legal defense, contact a lawyer.

11. Don’t move up a debt’s priority based on threats to ruin your credit report. In most
cases, the creditor has already reported the delinquency to a credit bureau.

12. Don’t move up a debt’s priority because of debt collection efforts or threat of a
lawsuit. Be polite to a collector, but make your own choices about which debts to
pay based on what’s best for you. Many threats are not carried out, and the procedure
itself is long and complicated for the creditors. On the other hand, nonpayment of rent,
mortgage, and car debts may result in immediate loss of your home or car.

13. Do move up court judgments in priority if the creditor has already sued. After a
court judgment, that debt should move up in priority because the creditor can enforce
that judgment by asking the court to seize your property, wages, and bank accounts.

14. Be cautious about consolidating debts or refinancing your home. Depending on
your situation, this may or may not be the right option for you. It can be expensive and
give creditors more opportunities to seize your important assets. A short-term fix can
lead to long-term problems.

Bankruptcy

If you owe a large amount of money and your creditors will not accept reduced payments, you 
may have to consider your option of last resort - personal bankruptcy. A bankruptcy stays on 
your credit report between 7-10 years, making it hard to get credit, buy a home, get life insur-
ance, or sometimes get a job. However, it is a legal procedure that can offer a fresh start for 
people who can’t pay all their debts. Filing for bankruptcy costs a few thousand dollars. While 
it is possible to file a bankruptcy case "pro se," that is, without the assistance of an attorney, 
hiring an attorney is recommended. Contact the Wisconsin Bar Association Lawyer Referrals 
numbers: (608) 257-4666 or 1-800-362-9082 look in the phone book for “Bankruptcy” listed 
as a specialty branch of the law.
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Collectors are contacting to you, typically by phone, to recover money that is owed. 

Collectors can charge a late fee, report to credit bureaus, call you, send you a letter, 
sue you, and repossess items you borrowed on.

A judgment is a court decision mandating payment of debt or requiring surrender of 
property. 

A creditor must have it to legally garnish or repossess (except for vehicles in many 
states, including Wisconsin where no judgment is needed to repossess vehicles).

A garnishment is when a court judgment takes money belonging to you from a pay 
check or bank account. 

Creditor files a request for garnishment with the court.

A notice is issued to the employer and/or bank.

No more than 20% of your earnings may be garnished.

Your earnings may be exempt if your income is below the federal poverty level, you 
receive public benefits, or at least 25% of your earnings are for child support payments. 

A repossession happens when you fall behind on payments, such as a car loan or a rent
-to-own purchase, and the creditor repossesses the assets.

Before a repossession a “Notice of Right to Cure Default” is sent to you listing the 
amount due.

You have 15 days to pay the debt or a legal action may begin.

In most states, repossession of a vehicle does not require a court judgment unless you 
object within 15 days.

You may still owe any remaining loan balance after the creditor sells the vehicle. 

Legal Help 

If you are having trouble with debt collectors, utility shut-offs, payday or car title loans, 
mortgage foreclosure or are thinking about bankruptcy – help is available. 

Legal Action of Wisconsin provides free legal assistance to low-income individuals in 39 
southern Wisconsin counties (Migrant Farmworker Project is statewide). Find contact 
information for 6 offices in Southern Wisconsin at www.legalaction.org. Check out the 
“consumer library” for information on legal issues at: www.badgerlaw.net

For low-income households with a civil legal problem who live in northern Wisconsin, 
contact Wisconsin Judicare: 1-800-472-1638 or www.judicare.org
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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, that‛s 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 I 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, it’s 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.

Get the exact amount they claim you owe.

Don’t admit to owing the debt while you’re on the phone.

How do I 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 “verify” 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 “verification”
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 
questioning the decisions that lead to your account being placed with a collection agency. It’s 
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, it’s 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:

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

Contact you at work if your employer prohibits it.

Claim you owe more than you do.

Claim that you or a family member will be arrested, imprisoned, or lose your driver’s 
license.

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 you‛ve 
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 – 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 I 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 don’t 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 don’t have any wages or savings to garnish, the 
unpaid judgment could stay on your credit report for 10-20 years.

What can I do if I 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 you’re 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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Sample letter to creditors
Use this example below as a guide when writing to or talking with creditors. Replace the 
blanks with your own information.

__________________________________________

(Creditor/Company name)

__________________________________________

(Company Address)

__________________________________________

(City, State, Zip)

Attention:  Account Representative

Date:  __________________________

Name(s) on account: ______________________________

Account number: _________________________________

Date loan/account opened: _________________________

Total amount due: ________________________________

Monthly payment amount: __________________________

This letter is to let you know that I’m currently having some fi-
nancial difficulties.  I’m not able to pay the complete monthly 
payment on my account because 
_____________________________________________

(List your personal reason here – job loss, illness, etc.)

Looking at my financial situation, I have set up a budget for my 
basic living expenses and have come up with a debt repayment 
plan based on my reduced income.  I’m contacting all of my 
creditors to explain my situation and to ask for a reduced pay-
ment until my situation improves.

I would like to offer a reduced payment of $_______________ 
per month.  This is the most that I can pay regularly at this time.  
You can expect this amount as soon as possible until the debt is 
totally repaid.

I hope you find this repayment amount acceptable.  I look for-
ward to your letter of acknowledgement.  Thank you.

Sincerely,
(Sign your name)
(Include your address, City, State, Zip)

Tips to negotiate
with creditors

Not all creditors will ac-
cept payment plans, but 
they’ll be more likely to 
work with you if you have 
been a good customer 
and if you contact them 
before they contact you. 
Before you contact each 
creditor, make sure you’ll 
be able to pay the month-
ly amount in your agree-
ment. If you fail to follow 
the new plan, your credi-
tor will be less likely to 
work with you again.

Here are some options 
you could request from 
your creditor:

Reduce your monthly 
payment amount

Reduce or drop charges 
for late payments

Refinance the loan at a 
lower interest rate

Pay interest only on the 
loan until you can re-
sume making monthly 
payments

Request permission to 
sell the item and use 
the cash to repay – or 
partially repay – the 
debt.
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Credit Repair Options
When you’re ready to tackle repairing your credit, there are a range of options for getting 
caught up on current debt and starting to pay back past debt. While doing nothing is always an 
option, there are consequences to not acting to repair your credit. And the sooner you start to 
address debt, the faster your credit rating will start to go back up.

Start by looking at your monthly spending plan to help find the best solution for your specific 
situation. If you find yourself burdened by debt, however, and you want to get back on track 
towards healthy credit, you have several options to address the situation:

. You always have the option to contact your creditors and
negotiate with them directly. Depending on your financial situation, you could request a
lower monthly payment amount, a reduction in interest rate or late fees, or the option to
skip a few months of payments without being reported as late to the credit bureaus. Not
all creditors will be willing to work with you, but if you’ve been a good customer and call
before you miss a payment, you’ll be in a better position to bargain.

Pitfalls and Traps

Talk to the right person: When you call your creditor about your bill, you usually 
speak with a customer service representative who may be more interested in getting 
your monthly payment than in problem-solving with you. Ask to speak with supervisor 
or “loss mitigation” specialist who has the authority to adjust your account.

Get it in writing: Before you send in your new agreed upon payment amount, ask 
your creditor to send you the agreement in writing. You’ll then have a written record in 
case there’s any question about the arrangement in the future.

Don’t give up: It could take an hour or longer on hold and you might get “no’s” from 
several creditors before you find one who’s willing to work with you. But if you don’t 
even ask, the answer is already “no.”

. Transferring balances from one credit card to a lower
interest credit card can save money on interest or lower the monthly minimum
payment due, but be careful.

Pitfalls and Traps

Recycling debt. When people who are having trouble managing their money 
consolidate their debt, they often recycle their debt by continuing to create new debt. 
That’s because they haven’t changed any spending behaviors. People may intend to 
change, but once the pressure and stress of the debt is reduced through the 
consolidation, the motivation to change is gone. 

Increase risk or cost of credit. Often people want to use equity on their home to repay 
debt. They do this because they have no other collateral for a consolidation loan. They 
have increased their risk of losing their home by converting unsecured debt (credit card 
debt not secured by any property) into a secured debt. They also have increased the 
amount of interest they will pay and perhaps the length of time it will take to pay off debt. 
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.  These loans take several debts and roll them into one loan.
Ideally, a consolidation loan offers a lower interest rate, but this isn’t always the case.
An acceptable loan can lower your monthly payment and often reduce the overall
amount of interest you are paying.  A consolidation loan can be a good idea for peo-
ple who already can pay their monthly bills and just want to be more efficient with
debt repayment.  However, you need to have good credit and collateral in order to get
a consolidation loan without paying excessive interest.

Pitfalls and Traps

Cost to transfer debt: Some creditors are charging balance transfers at the same 
high rate as cash advances.

Read the fine print: Read the contract. It often is the case that if you slip up, such as 
being one day late on a payment, the interest rate goes way up and you’re back where 
you started. 

Fees: Be aware of the cost of extra charges on “low interest” credit cards: late fees, over 
limit fees, cash advance fees, yearly fees.

More interest: If you switch balances, you may be stretching out the time it will take 
to pay off your debt and end up paying more in interest in the long run. 

. A non-profit consumer credit counseling
agency may be able to negotiate a debt management plan (DMP) with your creditors.
DMPs are voluntary agreements between borrower and lenders that are
designed to help organize debts. This often includes reduced interest rates, lower
monthly payments, and consolidates them into one monthly payment. Costs are
usually based on your ability to pay.

Pitfalls and Traps

Type of Debt: While DMPs might be a good fit for some consumers, this type of plan 
may or may not be right for you. A DMP is most helpful if your debt is unsecured and 
you have money to put towards debt repayment every month.

Timeline: If a repayment plan cannot be finished within three to five years, usually 
this is not an option. 

Credit Report: Debt repayment plans that decrease interest or monthly payments will 
show up on credit reports as late or reduced payments.

Total Cost: It can be expensive, especially if you have several creditors and the fee is 
based on the number of accounts in your debt management plan.

Check out the agency: There are dishonest companies claiming to do credit counsel-
ing, so be careful. Some overcharge for their services, and others may take your money 
and not pay your creditors, or they may not even have called your creditors. Many 
states, including Wisconsin, require licensure of credit counseling agencies that do 
busi-ness in the state. 
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. Bankruptcy is a specialized branch of the law. It is
not your responsibility to understand bankruptcy and all the laws that apply to it. It is
your responsibility to become an informed consumer and know the consequences of
filing bankruptcy and the long-term effect it will have on your credit.

Pitfalls and Traps

Consequences of filing bankruptcy: It can be difficult to rent or obtain employment if 
a credit check is required. It can be difficult to borrow money from a financial institution. 
Loans that are approved will have a higher rate of interest.

Recycling: Behavior must change or debt will reoccur. Sometimes people file 
bankruptcy and then turn around and start to incur more debt. 

Determining if it’s the best option: A bankruptcy attorney will almost always 
recommend bankruptcy if a person is eligible without determining if this is the best 
option for a client. They also don’t address spending issues that might put them at risk 
after the debt is discharged. 

Embarrassment: Often people who file bankruptcy feel ashamed and it is kept a 
secret. This can be a heavy burden to carry. 

Cost: Bankruptcy attorney and court fees along with mandated financial counseling 
can cost several thousand dollars. Attorneys may require all or at least half of these 
fees up front.

Credit repair option to approach with caution

: Debt settlement agencies are different than debt management plans. 
Usually debt settlement agencies collect your payments for many months instead of 
paying off creditors each month. When the agency has saved up a sizeable amount 
from your payments, then they will attempt to negotiate a lump sum settlement with 
your creditor for less than the full amount owed. 

Pitfalls and Traps

No legal protection: Debt settlement agencies typically take a percentage of what you 
save for their fee. While the agency saves up your monthly payments, your creditors can 
continue to come after you for payments and could pursue legal action.

Scams: Any debt elimination or debt termination company that claims to be able to 
wipe out all your debt is most likely a scam. Some companies use fake documents that 
claim your debt is invalid or challenge your creditors to arbitration over legitimate debt.

Sources: Building Bucks “Credit Management, Credit Counseling, and Bankruptcy,” UW-Extension, 7/09; Wisconsin Homeown-
ership Preservation Education (WHPE) Credit Management and Counseling, UW-Extension, 1/10
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Do you need
health insurance?

Call 1-800-318-2596
to learn more about
your insurance options.

Call 2-1-1 to find free,
local insurance help.

Do not ignore your bills! If your bill is less than 30 days late, most medical offices
will discuss payment plans. Do not be afraid to ask for help.

1. Call the office that
sent you the bill and
confirm the charges.
This could be a hospital, doctor’s
office, clinic, or other medical office.

2.

Can I speak
to a financial
counselor?

Ask to talk to
a financial counselor.

3.

I’m not able to
pay my bill now.

Let them know you
are having trouble
paying your bill.

4.

Can I get
financial

assistance?

Ask to apply for
coverage programs
or financial help to
lower your bill.

Do you need additional FREE help?
You may qualify for help to make a plan to pay your bills.
Call a non-profit credit counseling agency to learn more.

National Foundation for
Credit Counseling:
 1-800-388-2227

Financial Counseling
Association of America:
 1-866-694-7253

National Council on Aging:

 571-527-3900

Call 2-1-1 and ask to speak
to a financial counselor.

If you have health
insurance, call your
insurance company and ask
if you were charged the
correct amount.

Was I billed
the right amount?

Do not ignore your bills!

If your payment will be more
than 30 days late, call the
office and let them know.

Keep in mind: late payments
affect your credit score and
may go to collections.

Wisconsin
covering
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Federal Student Loan Programs
Will you need a loan to attend college?

If you need a loan to help cover the cost of a college or career school education, think 
federal student aid first. Both federal and private student loans are borrowed funds that you 
must repay with interest, but federal student loans usually offer lower interest rates and 
have more flexible repayment terms and options than private student loans. 

1. What is a federal student loan?

A federal student loan is made through a loan program administered by the federal 
government.

2. What is a private student loan? 

A private student loan is a nonfederal loan made by a private lender, such as a bank or 
credit union. The terms and conditions of private student loans are set by the lender, not 
the federal government. If you’re not sure whether you’re being offered a private loan or a 
federal loan, check with the financial aid office at your school.

3. Why are federal student loans usually a better option for paying for a college or career 
school education? 

Federal student loans offer many benefits that don’t typically accompany private loans. 
These include fixed interest rates, income-based repayment plans, loan cancellation for 
certain types of employment, deferment (postponement) options, and interest rate 
reduction based on repayment method. Also, private loans usually require a credit check, 
while most federal loans for students do not. For these reasons, students and parents 
should always exhaust federal student loan options first before considering a private loan.

4. How much should I borrow?

You can determine whether you need a loan and how much you need to borrow by adding 
up the total cost of your education (tuition, fees, room and board, etc.) and subtracting the 
amount of scholarships, grants, and savings you have to contribute to those costs. You 
should borrow only what you need, and consider the earnings potential in your chosen 
profession to determine how easily you'll be able to repay your debt. You can find salary
estimates for a variety of occupations in the U.S. Department of Labor’s Occupational 
Outlook Handbook at bls.gov/ooh. Your student loan payments should be only a small 
percentage of your salary after you graduate.

Have questions? Contact or visit the following:
 StudentAid.gov
 a school’s financial aid office
 studentaid@ed.gov

 1-800-4-FED-AID (1-800-433-3243)
 TTY for the deaf or hard of hearing: 

1-800-730-8913
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What kinds of federal student loans are available? 
The interest rates shown are fixed rates for the life of the loan.

Federal Loan 
Program

Program Details 
(subject to change)

Maximum Annual Award 
(subject to change)

Direct 
Subsidized 
Loan

 For undergraduate students who have financial need
 For loans first disbursed on or after July 1, 2018, and 

before July 1, 2019, interest rate is 5.05% 
 You’re not usually charged interest on the loan during 

certain periods, such as when you’re in school at 
least half-time

 The U.S. Department of Education (ED) is the lender; 
payment is owed to ED

Up to $5,500 depending 
on grade level and 
dependency status*

For total lifetime limit, go to 
StudentAid.gov/sub-
unsub

Direct 
Unsubsidized 
Loan

 For undergraduate, graduate, and professional
degree students; financial need is not required

 For loans first disbursed on or after July 1, 2018, and 
before July 1, 2019: 
o 5.04% interest rate for loans made to 

undergraduate students, and
o 6.6% interest rate for loans made to graduate and 

professional degree students
 You’re responsible for interest during all periods
 ED is the lender; payment is owed to ED

Up to $20,500 (less any 
subsidized amounts 
received for same period) 
depending on grade level 
and dependency status*

For total lifetime limit, go to 
StudentAid.gov/sub-
unsub

Direct PLUS 
Loan

 For parents who are borrowing money to pay for their
dependent undergraduate child’s education, and for 
graduate or professional degree students;* financial 
need is not required

 For loans first disbursed on or after July 1, 2018, and 
before July 1, 2019, interest rate is 7.6% 

 Borrower must not have adverse credit**  
 ED is the lender; payment is owed to ED

Maximum amount is cost 
of attendance minus any 
other financial aid student 
receives

*Learn about dependency status at StudentAid.gov/dependency. 
**Learn about PLUS loans and adverse credit at StudentAid.gov/plus. 

Note: Find interest rates on loans disbursed before July 1, 2018, at StudentAid.gov/interest. 

For more information on loans, visit StudentAid.gov/loans. Find this fact sheet at 
StudentAid.gov/resources#loan-programs. 

August 2018 
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Federal Student Grant Programs
The federal government provides grant funds for students attending colleges, career schools, and universities. Grants, 
unlike loans, are sources of free money and do not have to be repaid.* The major federal student grant programs are 
briefly described below. 

Federal Grant 
Program

Program Details
Annual Award 

(subject to change)

Federal Pell Grant 
Awarded to undergraduate students who have exceptional financial 

, graduate, or professional
degree; in some cases, students enrolled in a postbaccalaureate 
teacher certification program may receive a Federal Pell Grant
A student who meets certain requirements may be eligible for a larger 
Pell Grant if his or her parent died in Iraq or Afghanistan or in the line of 
duty as a public safety officer
Pell Grant lifetime eligibility is limited to 12 semesters or the equivalent

Up to $6,195 for the 
2019 20 award year 

Federal 
Supplemental 
Educational
Opportunity Grant 
(FSEOG)

Awarded to undergraduate students who have exceptional financial 

Federal Pell Grant recipients receive priority
Not all schools participate in the FSEOG program
Funds depend on availability at the school; applications must be 
received by the deadline 

Up to $4,000 a year

Teacher Education 
Assistance for 
College and Higher
Education (TEACH) 
Grant

For undergraduate, postbaccalaureate, or graduate students who are 
enrolled in programs designed to prepare them to teach in a high-need 
field at the elementary or secondary school level 
Must agree to serve for a minimum of four years (within eight years of 
completing the program for which you received the grant funds) as a 
full-time teacher in a high-need field in a school or educational service 
agency that serves low-income students
Must attend a participating school and meet certain academic 
achievement requirements
Failure to complete the teaching service commitment will result in the 
grant being converted to a Direct Unsubsidized Loan that must be 
repaid

Up to $3,752 for 
grants first disbursed 
on or after Oct. 1, 
2018, and before Oct. 
1, 2019

Iraq and 
Afghanistan 
Service Grant

For students whose parent or guardian was a member of the U.S. 
armed forces and died as a result of performing military service in Iraq 
or Afghanistan after the events of 9/11
Must be ineligible for a Federal Pell Grant due to having less financial 
need than is required to receive Federal Pell Grant funds
Must have been younger than 24 years old or enrolled at least part-
time at a college or career school at the time of the 

Up to $5,717.11 for 
grants first disbursed 
on or after Oct. 1, 
2018, and before Oct. 
1, 2019

*Occasionally a student may have to pay back part or all of a grant if, for example, he or she withdraws from school early or 
fulfill the requirements of the TEACH Grant service obligation. 

Looking for more sources of free money? Try StudentAid.gov/scholarships for tips on where to look and for a link to a 
free scholarship search tool. For more information on grants, visit StudentAid.gov/grants. Find this fact sheet at 
StudentAid.gov/resources#grant-programs. 

Have questions? Contact or visit the following:
StudentAid.gov

 a school  financial aid office 
studentaid@ed.gov

 1-800-4-FED-AID (1-800-433-3243)  
 TTY for the deaf or hard of hearing: 

1-800-730-8913  

February 2019 
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fyi.extension.wisc.edu/financialcapability

Protecting
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Signs of theft:

If you are a victim of identity theft:

-

- - -

- - -

- - -
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Federal Student Aid and Identity Theft
Before you apply for federal student aid, learn how to prevent identity 
theft. 

How Identity Theft Happens

Criminals access personal data such as names, Social Security numbers, and bank and credit card 
information. Using stolen data, criminals can obtain credit cards, set up cell phone accounts, and 
more.

Reduce Your Risk When Applying for Federal Student Aid

 Apply for aid by filling out the Free Application for Federal Student Aid (FAFSA®) form at 
fafsa.gov.

 When you exit the FAFSA site, close the browser so cookies from the session will be deleted 
automatically.

 Don’t give your FSA ID to anyone, even if that person is helping you fill out the FAFSA form.

 Review your financial aid offers, and keep track of the amounts you applied for and received.

 Never give personal information over the phone or internet unless you made the contact. If you 
have questions about your financial aid, ask your college or contact the Federal Student Aid 
Information Center at studentaid@ed.gov or 1-800-4-FED-AID (1-800-433-3243; TTY for the deaf 
or hard of hearing 1-800-730-8913). 

How We Keep Your Information Safe

Information you share with us via our secure websites (such as fafsa.gov and StudentLoans.gov)
goes through a process called “encryption,” which uses a mathematical formula to scramble your
data into a format that is unreadable to a hacker. 

Report Identity Theft

If you suspect that your personal information has been stolen, act quickly. Contact the credit 
reporting agencies and have a freeze put on your account so nobody else can open new credit 
accounts in your name. You’ll find tips and credit agency contact information at the Federal Trade 
Commission’s website listed below.

These federal websites offer information on reporting and repairing identity theft:

 U.S. Department of Education (ED) Office of Inspector General Hotline at oighotline.ed.gov (for 
cases in which ED funds are involved)

 Federal Trade Commission at IdentityTheft.gov  

 Social Security Administration at ssa.gov/pubs/10064.html

 Consumer Financial Protection Bureau at consumerfinance.gov/askcfpb/1243/what-identity-
theft.html

May 2018
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Visit the Check Your Free Credit Report Campaign website at http://fyi.extension.wisc.edu/creditreport 

Credit Report Freeze – Why Do It? 

Worried you might be the target of identity theft or fraud? 
To help safeguard your credit history information, all three of the major credit agencies – Equifax, 
TransUnion, and Experian – allow individuals to freeze access to their credit reports. Security freezes 
prevent companies other than ones you already do business with from viewing your credit report.

Due to a change in Federal law in late 2018, consumers in Wisconsin and across the United States are 
now able to place FREE credit freezes on their credit reports with each of the three major consumer 
reporting agencies. Before this change in law, Wisconsinites were charged a $10 fee per credit bureau 
for placing a freeze on their credit report and then $10 for removing a freeze, except if they were a 
victim of identity theft. 

A credit freeze, also called a security freeze, is one of the strongest steps you can take to prevent 
people from fraudulently opening new accounts in your name. A credit freeze restricts people’s access 
to your credit report, and you will likely need to lift the freeze when applying for new credit. 

Credit freezes do not prevent your current creditors from reviewing your credit report. Your existing 
insurance company may review your credit report before renewing a policy, for example, or your credit 
card company may check your credit report before increasing your credit limit. Also, a freeze will not 
prevent new accounts from being opened by creditors who do not use credit reporting data. 

A security freeze will make it slower for you to conduct some normal activities such as:

Open a new credit card
Apply for a mortgage
Apply for a new apartment
Shop for a new insurance policy

Obtain an auto loan
Open a Social Security account online
Apply for a private student loan
Have an employment background check

You can temporarily lift a security freeze when applying for new accounts or doing other activities that 
require access to your credit report. Lifting the freeze may take a few hours or a day depending on the 
credit reporting agency’s procedures for processing requests. 

APPLYING FOR A SECURITY FREEZE 

You must apply for a security freeze directly with each of the three credit agencies. Placing a freeze 
with one agency does not freeze access to your reports from the other two agencies. Have your full 
legal name, social security number, and addresses for the past two years available. 

Experian Equifax TransUnion

Online www.experian.com/freeze www.freeze.equifax.com www.transunion.com/credit-
freeze  

Phone 888-397-3742 800-685-1111 888-909-8872
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Visit the Check Your Free Credit Report Campaign website at fyi.extension.wisc.edu/creditreport 

ALTERNATIVES TO A SECURITY FREEZE
If you decide that the inconvenience of freezing your account is too extreme, there are other methods 
to protect your credit. 

Fraud Alert – Also new in 2018, individuals can place a free 1-year fraud alert on their credit
report by contacting one of the three major bureaus which will contact the other two
bureaus. A fraud alert requires any would-be creditor to take extra steps to verify your
identity before opening a new account. Victims of identity theft can place an extended alert
on their credit report for seven years.
Active Duty Alert – Members of the military on active duty can place a free alert on their
credit report notifying creditors that they are currently deployed. Creditors will then need
to take extra steps to verify your identity before opening a new account. This alert lasts for
one year and is renewable during the service member’s deployment.
The Consumer Financial Protection Bureau www.consumerfinance.gov explains what to do
if you believe you are the victim of identity theft.

Another good practice to protect your identity is to monitor your credit report. The University of 
Wisconsin-Extension “Check Your Free Credit Report” campaign makes the process of ordering and 
reviewing a free credit report as easy as possible. Anyone can sign up to receive an email reminder 
from UW-Extension three times a year—on 2/2, 6/6, and 10/10—on the right sidebar. While you can 
order all three reports from the three credit bureaus – Equifax, Experian, and TransUnion – at the same 
time, UW-Extension recommends that you view one report every four months so you can be sure that 
the information is up-to-date and accurate year-round. Visit the Check Your Free Credit Report 
Campaign’s website at fyi.uwex.edu/creditreport

At a minimum, protect your credit by checking your monthly credit card and bank statements for any 
suspicious or unknown charges. Contact your credit card or financial institution immediately and report 
any unauthorized use to your local police. With the most recent data breach, it is critical to your data 
security that you are watchful of all your accounts activities and particularly cautious with sharing 
personal information. 

A FREEZE OR A LOCK – WHAT’S THE DIFFERENCE?
A freeze and a lock both prevent creditors from accessing your credit report, but there are differences: 

LOCK
Consumer rights are determined by credit
bureau offering service.
Time to lift a lock varies between bureaus
- may take minutes, hours, or 2 days.
Services vary between bureaus.

FREEZE
Consumer rights are protected by law.
Time to lift a freeze varies between
credit bureaus.
Is a regulated free service mandated by
Federal law.
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fyi.extension.wisc.edu/financialcapability

Trouble making ends meet

Trouble paying for rent, utilities, or other
bills

Credit problems, collections, and judgments

Bills overdue

Behind on rent

Notice of utility cutoff

Repossession

Wage garnishment

Financial Problem-solving Guide

101



10
2



10
3



10
4



Bills Overdue 

What does it mean for your client? 
 1-day late payment  to fees and increased rates.
 30-days late payment negatively impacts client’s credit .
 At 90-120 days, creditor may sell overdue bill plus fees/interest to collection agency.
 Creditor may seek a court order, or judgment, to garnish wages or repossess collateral.

Steps to address the issue 
 If it appears client does not have enough income to pay bills:

o Prioritize bills – what’s most important?
o Review resources to stretch budget.
o Have client contact the creditor.  Verify bills and amount due, and offer a realistic plan.  “I can

pay you $X on Y date.”  Get agreement in writing from creditor before sending in payment.
 If client appears to have enough money to cover expenses, but late payments are an issue, options 

to explore include:
o Ask creditor to change due date: ex. if client is paid the 15th and the bill is due the 10th.
o Assistance through financial counseling or debt management program.

 Order and review credit report to check for late payments, collections, or legal action.
 
Prevention 

 Track spending and income. Look for ways to increase income and/or decrease expenses.
 Set up a household recordkeeping system to stay on top of mail and bills.
 Schedule regular bill payments on a calendar. 
 Set up automatic payments if late bills are an issue and client has a checking/savings account.

 
Relevant Terms 

Disconnect fees – Fees charged by utility companies (gas, lights, phone) when client is past due and 
service is stopped. Most utilities will demand a deposit to restart service. Wisconsin has a 
moratorium on disconnecting heat/electricity between November 1st - April 15th. 
Overdue – Any bill that client has not made payment on schedule, past the listed “Due date.”
Settlement – Client reaches compromise with creditor to pay less than the full amount of a debt, 
stopping any further fees, interest, collections calls, etc.  Will negatively impact credit report.  Also 
known as settled debt or retired debt.

Resources 
 Find a local accredited budget or credit counselor: www.debtadvice.org
 Free legal assistance for low-income households: Legal Action of Wisconsin -

www. (southern WI) or Judicare - www.judicare.org (northern WI) 
 For local resource and referral information: Dial “2-1-1” or www.211.org
 For student loan debt: visit CFPB website at consumerfinance.gov
 To get a free annual credit report: www.annualcreditreport.com

Medical Debt Unfortunately, overdue medical bills are a common problem.  For uninsured or 
underinsured clients, some options to look into include:
 Eligibility for government health care programs that might cover recently incurred debt, for example 

– earlier in a pregnancy.
 Ask about charity care funds from non-profit hospitals.
 Sometimes uninsured patients are charged 2 or 3 times more than insured patients, so look into 

negotiating a lower bill. Legal assistance might be needed.
 Hospital and clinic bills are hard to read and could contain billing errors. Ask for a patient advocate 

or customer care representative to go over each line item in the bill.
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Behind on Rent

What does it mean for your client? 
 It’s a common myth that Wisconsin has an eviction moratorium from November 1st to April 15th.

This moratorium only applies toward utilities and clients can be evicted during this time.
 If client has received a “notice to vacate or “notice to quit,” they have 5 or 14 days to pay overdue 

rent (or resolve other violation of their lease such as having a pet or visitor).
 Landlord may seek court order to recover back rent and 

legal fees. Could result in judgment wage garnishment
 Evictions  and affect future rent .
 It is illegal for landlords to cut off utility service or to change the locks in order to force a tenant to

move or pay overdue rent. Landlords must go through courts to evict tenant.
 If client is not paying rent due to concerns about the home being unlivable, have them contact the 

housing inspector or a tenant hotline for their legal rights.

Steps to address the issue 
 If it appears client has the income to cover bills and catch up on rent:

o Contact the landlord to explain reason for late payment. Offer realistic repayment schedule
to add late payments onto future months.

o Ask landlord to change due date if client regularly makes late payments: ex. if client is paid
the 3rd and rent is due the 1st; or make smaller weekly payments if client is paid weekly.

o Assistance through financial counseling or debt management program.
 If it appears client is unable to pay rent, options may include:

o Review eligibility for resources, such as emergency housing assistance, energy assistance,
or non-profit emergency assistance.

o If sudden drop in income leaves client unable to afford current living situation, explain
circumstance to landlord. Landlord may be willing to negotiate a temporary decrease in rent
or allow another renter/roommate to move in.

o If client has accrued back rent, landlord may forgive back payments in exchange for an
agreement to move out and forfeit any security deposit.

o Explore Section 8 housing eligibility and waiting list

 If client has received summons for court, encourage attending court date to explain situation. 
 Order and review credit report to check for late payments or legal action.

Prevention 
 Once client is caught up on rent or living in a more affordable home, use budgeting tools, a 

recordkeeping system, or calendar to balance spending and income to stay current on bills.
 
Relevant Terms

Eviction Action – Legal action filed by landlord to evict tenant. Tenant than receives a summons to
appear in court. 
Notice to Quit – Also known as a 5-day or 14-day notice to vacate. Length of notice is based on rental 
agreement.
Section 8 Housing – Also known as housing assistance and managed by the local/county Housing 
Authority.

Resources
 Find a local accredited budget or credit counselor: www.debtadvice.org
 Free legal assistance for low-income households: Legal Action of Wisconsin -

 (southern WI) or Judicare - www.judicare.org (northern WI) 
 For local resource and referral information: Dial “2-1-1” or www.211.org
 Tenant Resource Center: 1-877-238-RENT or e-mail: asktrc@tenantresourcecenter.org
 To order your free annual credit report: www.annualcreditreport.com
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Notice of Utility Cutoff

What does it mean for your client? 

 Before stopping utility services, providers must attempt to personally contact the customer with a
notice including the disconnection date, reason for disconnection, utility contact information, how to
contact the Public Service Commission, and notice that service will be continued up to 21 days with
documentation of a medical or protective service emergency.

 Households currently receiving service cannot be disconnected during
the heating moratorium.

 Clients who are currently disconnected must make arrangements with their local utility to pay
outstanding bills in order to have service restored. Utility is not required to reconnect the service
until client makes arrangements on outstanding bills for current or previous addresses.

 Could face a large reconnect fee, interest, and deposit, plus collections or judgment.
 Client may not qualify for energy assistance if money is owed to utility company and could be in

violation of property rental agreement, face eviction, and lose Section 8 housing assistance.

Special Provisions 

 Tenants have special protections if their lease requires their landlord to include utilities, but the
landlord has stopped making payments. Contact the utility provider to explore options to make utility
payments directly to the utility and deduct the payment from their rent.

 It is illegal for landlords to cut off utilities to force a tenant to move or pay overdue rent.
 Local phone companies cannot terminate local service for non-payment of “900” calls.

Steps to address the issue 
 Contact the service provider to verify bills and amount due. Depending on client’s situation, ask

about discount plans for low-income, unemployed, elderly, or people with disabilities.
 Review eligibility for resources, such as energy assistance, weatherization, low-income bill payment

assistance programs, or non-profit emergency assistance.
 If client appears to have money to catch up on payments, offer a realistic plan to utility: “I can pay you

$  on ” Get agreement in writing from provider before sending in payment.
o Ask creditor to change due date if client is regularly making late payments: ex. if client is

paid on the 15th and the bill is due on the 10th.
o Assistance through financial counseling or debt management program.

 If client cannot reach an agreement with their utility, contact the WI Public Service Commission.
 Order and review credit report to check for late payments, collection accounts, or legal action.

Prevention 

 Once client is caught up on utilities, set up a budget plan to make equal payments throughout the
year and avoid larger utility bills during certain months.

 If utility is billed quarterly, such as water/sewer, ask about monthly payments/finance charges.
 Explore weatherization and energy saving options to decrease future bills.
 Use budgeting tools, recordkeeping, or calendars to stay current on bills.
 Set up automatic payments if late bills are an issue and client has checking/savings account.

Relevant Terms 

Heating Moratorium – Period during which utility company may not disconnect service, 
though utility continues to charge client; Law is different state-by-state, WI is Nov.1st-April 15th.
LIHEAP – Low Income Home Energy Assistance Program to assist families in paying utility bills.

Resources 

 WI Public Service Commission (PSC):
 Find a local accredited budget or credit counselor: www.debtadvice.org
 Free legal assistance for low-income households: Legal Action of Wisconsin -

www.  (southern WI)  or Judicare - www.judicare.org (northern WI)
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Repossession

What does it mean for your client? 
 Client bought something and agreed to a contract which allows a finance company (creditor) to 

seize the collateral, such as a car or appliance, if the client does not pay as agreed.
 No court order is needed in WI to repossess a car. Client will typically need to pay current month, 

one month in advance, and fees to get the car back.
 Creditor may change terms (higher interest rate and fees) when client gets car back.
 Creditor generally wants to settle with the client, but may choose to sell the car and seek 

deficiency from client.

Steps to address the issue 
 Help client examine the sales contract: What are the terms?  Who is the finance company?
 Talk to client about their values: How bad do you want to keep this car?  
 Review budget:

o Can the client afford the future payments?
o Where will the money come from to pay the bill to get the car back?
o What is the value of the repossessed item and how much does the client still owe?  The

loan could be underwater – meaning the client may still owe money to the creditor after the 
item has been repossessed and sold to pay off the loan.

 Encourage client to make calls:
o “As hard as it is, you need to call this person.”
o “If you don’t get answers you want, ask for the person in charge.”
o Ask the manager “What do we need to do to get the car back?”

 Client might consider credit counseling or legal assistance.
 Order credit report to check for additional late payments, collection accounts, or legal action.

 
Prevention 

 If client is contacted by creditor in the future, attempt to set up a repayment plan so creditor is less 
likely to sue or repossess car.

 Use budgeting tools, recordkeeping, or calendars to stay current on bills.
 Set up automatic payments if late bills are an issue and client has checking/savings account.

 
Relevant Terms 

Asset – the client’s property, which the creditor may seize or “take back.”  A thing that has value that 
the creditor uses to ensure the client will pay them.
Creditor – the finance company that the client has agreed to a contract with.
Loan Servicer – a finance company who bills the client and/or collects on a loan. This may or may not 
be the company that the client signed their original contract with.
Repossession – a financial institution taking back an object that was either used as collateral or rented 
or leased in a transaction

Resources 
 Federal Trade Commission (FTC) guide to repossession rights: 

www.ftc.gov/bcp/conline/pubs/autos/carrepo.htm
 Find a local accredited budget or credit counselor: www.debtadvice.org
 Free legal assistance for low-income households: Legal Action of Wisconsin -

www. (southern WI) or Judicare - www.judicare.org (northern WI) 
 For local resource and referral information: Dial “2-1-1” or www.211.org
 Check with your local WI Community Action Program to see if they offer a “Work and Wheels” 

program which provides 0% interest car loans to people with poor credit: www.wiscap.org
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Wage Garnishment

What does it mean for your client?
Creditor has to go to court to get a judgment before garnishing wages, bank accounts, or seizing
non-exempt collateral. (Exception: no court order is required to repossess vehicle.)
Creditor who gets a court order, called a judgment, for a garnishment is paid directly by the
employer from client’s paycheck.
If client has just received notice, or a summons, and does not attend “debtor’s examination” hearing
or contact the courts, the creditor automatically wins a “default judgment.”
Maximum garnishment is based on state/federal law – not to exceed 25% of disposable earnings or
amount equal to 30 times the federal minimum hourly wage for each full week of the debtor’s pay
period.
Multiple debts may appear on the credit report if the uncollected debt has been sold.
Public assistance, worker’s compensation, and unemployment benefits cannot be garnished.

Government-related debt, such as child support, unpaid taxes, or unpaid court fines, commonly
results in garnishment and does not require a judgment.

Steps to address the issue
If court hearing has not yet been held, client could contact creditor to offer a settlement or
voluntarily choose to set up a wage assignment.
Order and review credit report to check for late payments, collection accounts, or additional legal
action. An unpaid judgment can stay on a credit report up to 20 years in Wisconsin.
If client quits their job while wages are being garnished and does not notify the creditor, the client
has “gone underground.” In this case, the debt will usually be sold to a collector and transfer, filing,
and administration fees may be added onto the debt. The debt is still tied to that client by their
name and social security number – they cannot get away from it.

Prevention
If client is contacted by creditor in the future, attempt to set up a repayment plan so creditor is less
likely to sue.
If client has been fired or laid off, encourage them to contact the creditor as soon as possible.
Use budgeting tools, recordkeeping, or calendars to stay current on bills.
Set up automatic payments if late bills are an issue and client has checking/savings account.

Relevant Terms
Creditor – the party who is receiving money from the wage garnishment, to pay off a debt that the 
client owes to them.
Judgment – Decision made by a court when the creditor brings a lawsuit because the client is late on 
a debt. Results in a court order, such as a wage garnishment.
Settlement – Client reaches compromise with creditor to pay less than the full amount of a debt, 
stopping any further fees, interest, collections calls, or legal action. 
Wage assignment – Client voluntarily chooses to pay a creditor directly from their wages.  This may be 
cancelled by the client at any time by sending a letter to the creditor.
Wage garnishment – the court approved seizure of a client’s wages by a creditor.  Also known as a
wage deduction or levy.

Resources
Free legal assistance for low-income households: Legal Action of Wisconsin -
www. (southern WI) or Judicare - www.judicare.org (northern WI)
For local resource and referral information: Dial “2-1-1” or www.211.org
Wage garnishment law explanation: FairDebtCollection.com; www.fair-debt-
collection.com/garnishment-law.html
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