
For more information on how to deal with debt collectors,  
          please see NCLC's Guide to Surviving Debt.

http://www.nclc.org
http://www.nclc.org/publications/guides/surviving_debt.shtml


What You Should Know 
About Debt Collection 

If consumers do not have the money to pay all 
their debts, they must make difficult choices 
about which debts to pay first. Constant harass- 
ing calls and letters from collection agencies 
can cause consumers to pay the wrong debts 
first, resulting in serious consequences for the 
family. Just as dangerous to the consumer is 
feeling overwhelmed, and ignoring all bills in 
the unrealistic hope that they will simply go 
away. 

This brochure provides a summary of your 
rights when dealing with collectors and some 
guidelines for determining what debts should 
be given priority in a financial crisis. Even when 
you do not have the money to pay your bills, 
you do not have to be subjected to collector 
pressure tactics. 

Which debts do Ipayfist? 

You first should use your money to pay for what 
is most necessary for your family -food, cloth- 
ing, shelter, and continued utility service. Be- 
cause there is very little a debt collector can 
actually do to you, debt collection efforts should 
have no effect on your decision about which 
debts to pay first. Threats to bring suit, to seize 
household goods or garnish wages should be 
given little weight unless a lawsuit has actual& 
been filed and you receive court papers. 

Some general rules for setting payment priori- 
ties are: 

Mortgage and rent payments should 
always come first. 

Make whatever payments are 
necessary to insure essential utility 
service is not disconnected. The 
utility company may not require 
payment in full even if you are behind. 

A car loan should be paid after critical 
items (food, rent, clothing), but before 
most other debts for nonessentials. 

Generally, loans with only household 
goods as collateral should be paid 
after more pressing debts. 

Debts without property pledged as 
collateral, such as credit cards, doctor 
and hospital bills, and accounts with 
merchants, should have low priority. 

The threat of a lawsuit should not 
raise the priority of a debt above that 
of mortgage, rent, utility payments, 
and a car loan. 

Do not pay those debts that you have 
a good legal reason not to pay, such as 
when the car you borrowed the money 
for is a lemon. Instead, seek legal 
advice as to how to best fight for your 
rights. 

When a creditor wins a lawsuit, the 
consumer's home and other assets 
may be at risk depending on state law 
and the amount of equity in the 
property. If the property is truly at 
risk, make this a high priority debt. 

Tax liabilities and student loans 
should be paid ahead of low priority 
but after top priority debts. 

I Dealing with Debt Collectors 

Once you have decided which debts you are 
able to pay and which will have to wait, the next 
step is to deal with the collectors that aren't 
being paid first. 

How should I deal with debt collectors? 

Don't let them pressure you into making the 
wrong choices about what ta pay first. For 
example, explain to the debt collector, "I have 
to pay my rent and utility bills first. I have been 
recently laid-off; when I get a new job I will do 
my best to meet my debt." 

What carc a debt collector really do? 

A debt collector collecting adebt of the creditor 
can do little more than demand payment. If the 
creditor has not taken your house, car, or other 
property as collateral on a loan, then legally the 
creditor can only do three things: 

1. Stop doing business with you. 

2. Report your default to a credit bureau (which 
will be unavoidable when you cannot pay most 
of your debts on time). 

3. Sue you in court. Although the threat to sue 
you may be very upsetting, it is not nearly as 
serious as you might think. Many creditors do 



 




