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Will collection agencies negotiate

When you can’t afford to pay your debts, you may want to negotiate a debt settlement agreement with your creditors or with a collection agency.Negotiating a settlement could close your past-due account, but even a fair settlement has some drawbacks. You may need to part with a lump sum of cash, for example.In this post, I'll cover the basics of
how to reach agreements with your creditors.Steps To Negotiating a Debt SettlementStep 1: Validate The Debt is Really YoursYou don’t need to settle the debt when the debt is not yours, to begin with.Federal laws require debt collectors who contact you about debt to prove the debt is yours — if you ask within 30 days of the collector’s first contact
with you.If you don’t request a debt validation within 30 days, you're basically agreeing that the debt is yours.So if a debt appears on your credit report, or if a collection agency starts sending you letters and phone calls, don’t ignore the debt collector.Instead, write a debt validation letter and send it to the debt collector. Within 30 days you should
receive documentation that the debt is yours with the accurate amount due and account number included.If the debt collector can’t prove the debt is yours, it’s required by law to remove the debt from your credit history and stop contacting you about payment.However, if the collection agency validates the debt as yours, you’ll need to find another
way to resolve the debt — possibly by reaching a debt settlement agreement.Note: If you're not sure how to write letters, check with the Consumer Financial Protection Bureau which has sample letters to send to a debt collector, or see our debt validation letter template.Get a Free Copy of Your Credit ReportStep 2: Check the Statute of
LimitationsYou should also know the statute of limitations on your debt before making an offer to settle.The statute of limitations creates a deadline after which creditors cannot sue you for unpaid debt. Different states have different statutes for different kinds of debt.In some states, partial payment can restart the clock on your statute of limitations
on a debt.This is bad because you're exposing yourself to more legal action unnecessarily. This can also extend the account’s lifespan on your credit report.If the statute of limitations is about to expire, a collection agency may be more willing to negotiate with you and give you favorable terms.If the statute has expired, you can ask a judge to dismiss
any action the debt collector has filed against you.Even if the statute has expired and you can’t be sued, you still owe the money, and the account can remain on your credit report.If you do reach agreements to settle your debt, make sure the terms of the settlement close your account completely even if you don’t pay the full amount.Step 3: Plan a
Repayment ProposalA collection agency wants one thing: your money. They make money only when you make payments on your debt.They can’t seize property or pull money from your bank account unless they sue and get a civil judgment and permission to garnish wages.As a result, the agency should be willing to work with you — if you’'re
reasonable and propose a fair settlement.Coming up with a realistic repayment proposal is a good start to repaying your debt.Be realistic about how much you can afford to pay each month. Review your other bills and make sure that tackling this debt won’t lead to more credit problems.Write down your monthly take-home pay and all of your monthly
expenses, including your existing debt repayments. Try to have money left over for emergencies and unexpected expenses.Gathering this information will help you determine a total amount you can pay to settle the entire debt as a lump sum or via monthly payments for a certain amount of time.Don’t propose a settlement amount that’s more than you
can afford. In fact, your first offer should be well within your ability to pay.Step 4: Time for Settlement NegotiationsBy now you know the debt is yours, and you know how much you can afford to pay in a settlement agreement.So now it’s time to put all this knowledge into action by reaching out to the collection agency or debt collector.Make an Initial
OfferBegin the negotiation process by making an offer. For example, if you owe $3,000 on a credit card account that was sent to collections, offer to pay $1,000 to close the account.Expect a counteroffer. The debt collector may send a demand letter asking for $2,000 instead. This is good news because it means the settlement process is
underway.Continue Settlement DiscussionsYou can continue the settlement discussions by making another counteroffer of your own.How about $1,500 which represents half the amount you originally owed? Yes, it’s more than your initial offer, but it’s still a pretty good deal. Remember that from a debt collection point of view, receiving any cash from
you is a very good thing.It’s in their client’s interest to accept cash from you, especially if they paid only nickels on the dollar for your debt, to begin with.Get Your Agreement In WritingOnce you reach an agreement, record the details of the plan in writing. Include the debt collector’s promises. These promises should include:That the debt collector
will stop collection efforts and will forgive the remaining debt once you’'ve completed the payments.That the debt collector will remove negative items from your credit report in response to getting your payment.Get the agreement in writing before you make a single payment. If you don’t have the settlement agreement in writing, the debt collector
may cash your check but not fulfill its promises.When you follow up without written proof, the agency may refute your claim that it had promised to cancel the debt in response to your partial payment.If this happens you could be worse off than you were before making the payment. The statute of limitations would restart on your debt. Plus, the
negative items could stay longer on your credit report.So insist on getting your settlement agreement in writing.What to Consider When You Make a Settlement OfferGetting your final debt settlement agreement in writing is essential. But it’s easier to reach agreements by talking on the phone.When you reach an agent, ask for someone who has the
authority to make settlement agreements. You may have to speak to several people at the collection agency to get what you want. Stand your ground and don’t let them bully you.If the person on the other end of the phone wants to know why you can’t afford the full amount, explain your financial situation — but share only pertinent details.Don’t
discuss your income or other financial obligations unless you’re sure it will help in your negotiations.You'll do better to keep the conversation focused on what the debt collector has to gain. Mention how close the debt is to the statute of limitations. Let the agent know how much you can afford to pay as a lump sum.The older the debt, the more likely
you can convince the debt collector to accept less than full payment.Remember that you’'re no longer dealing with the original creditor, so the collection agency should have some wiggle room to negotiate a final amount to be paid, even if the agent initially claims otherwise.Calling In the ProsIf you need help, seek legal advice from a credit counselor
or a law firm.Your local bar association should be able to share contact information for several attorneys who specialize in debt management.But be wary of debt settlement companies that charge fees in advance to settle your debts for you.Some of these companies promise more than they can deliver, and some creditors won’t work with them.The
debt settlement company may not be able to resolve your problem for you, and you’'re often better off on your own or with legal advice from a law firm in your area.Settling Current Credit Card DebtIf your debt comes from an existing credit card account, you can ask the credit card company to waive old late fees or reverse finance charges that
resulted from interest rate increases. It never hurts to ask.This reduction in your debt could help you manage to keep the account active instead of entering a debt settlement agreement.If not, you could make a settlement offer to your credit card company before it sends your account into collections.Even if you conduct settlement negotiations over
the phone, get your final agreement in writing.Make sure your payment will cancel the credit card debt and close the account before sending payment.What About Settling Medical Bills?Medical bills often include another variable: your health insurance company.Sometimes, your medical bills go unpaid because your insurance company didn’t receive
your claim the first time it was filed.Your doctor’s office may need to refile Insurance claims to get the insurance company to pay its portion of your medical bills.If you think the insurance company is wrong to deny your claim, you can appeal the denial.And check with your hospital or medical clinic about charity care. If you qualify, this kind of relief
could erase your past-due balances.Bottom Line: You Have Power in Settlement NegotiationsExcessive debt feels hopeless. The feeling of powerlessness makes you want to give up.But heavy debt doesn’t erase all your power. In fact, you still have a very powerful card to play: your cash payment.Even a partial payment puts money in the pocket of
your debt collector, and making money is the whole point of debt collection.So don’t play your payment card until you know it’ll pay off — until you have a written agreement saying the creditor will cancel the debt and remove negative items from your credit history in response to your payment.Find out how much you could possibly pay and make a
settlement offer. It never hurts to ask. When you can negotiate with creditors you can bring hope back into your financial life. A debt settlement could pull you out of debt even if you can’t pay off every penny you owe.The best debt settlement agreement could fix your credit report, lower your monthly payments, and get credit card companies and
collection agencies off your back.All the strategies I plan to discuss below require one thing: Getting started right away.When you put off negotiating with your creditors, you lose options. Every passing week erodes your leverage and hurts your chances of reaching a debt settlement you can live with.So don’t put it off. Read on, apply these strategies
to your credit life, and lower your debt obligations so you can get back in the driver’s seat and back on the road to a good credit score.Tips To Negotiating With CreditorsHere are some good guidelines to remember as you deal with debt collectors:Get Agreements in WritingWhen you reach a debt settlement agreement, always get the deal in writing
before you pay anything or share any bank account or credit card numbers.Whether you agree to start a payment plan or to make a lump sum payment, you’'ll want a written record of the debt settlement before paying up.Why? Because debt collectors have been known to forget about their side of the deal once you’'ve made a payment.When you have
a written agreement you have a paper trail you can use to jog the creditor’s memory.Making your payment is the best card in your hand. Don’t play it unless you're sure it’'ll pay off.Stick to the FactsDebt collectors don’t need the intimate details of your financial life. You also don’t owe anyone an apology for the credit card debt you've accrued.That
being said, make sure your creditor knows the basics: “I got laid off and got behind on my monthly payments,” for example.Or, “We had a serious illness in the family and personal finances have been a challenge.”If the coronavirus pandemic has impacted your financial situation, make sure your debt collector knows this.The CARES Act allows for
some leniency and prevents creditors from sending negative marks to the credit bureaus unless your account was already delinquent before the pandemic.Don’t Let Them Scare YouNo one enjoys working with debt collectors, but some collection agencies have a knack for pestering you with constant phone calls and threatening you with a wage
garnishment, a lawsuit, or even arrest.It’s your job to stay calm even if you're being threatened and harassed.Know that the Fair Debt Collection Practices Act prohibits creditors from making these kinds of threats.Mention this law and ask for your conversations to be recorded if you think the agent is breaking the law.Know Your RightsThe Consumer
Financial Protection Bureau enforces legislation such as the Fair Debt Collection Practices Act. This law gives you control of your interactions with creditors.For example, you can request how a specific creditor contacts you — which phone number, what time, by mail only, and so on.The FDCPA also prohibits creditors from calling other people such
as family members or employers to discuss your debt.In the United States, you won'’t face criminal charges because of consumer debt.However, you could be sued in civil court, assuming the debt falls within your state’s statute of limitations.And, if a civil court judge ruled against you, he or she could later agree to wage garnishment or a seizure of
your assets as part of a court-ordered debt repayment plan.Consumer debt — especially unsecured debt like credit card or personal loans — seldom gets this far in the court system.By entering debt negotiations you can take control of the process before your debt has a chance to become a bigger problem.Step By Step Guide to Debt Relief Through
NegotiationWhen you know your rights and you’re ready to start negotiating, I recommend following this step-by-step guide to reaching a DIY debt settlement:1. Gather Your ResourcesBy resources, I mean money, but also confidence and tenacity.Let’s talk about money first.In most cases, you will need to pay at least some of the total amount due to
reach a debt settlement on unsecured debt such as credit card bills.If you don’t have any money available, give yourself a few weeks or even a couple months to fix this problem.Could you save up some cash? Do you have assets such as a used car you no longer need? Could you borrow enough money from a family member to make a respectable debt
settlement offer?Along with some cash to back up your settlement offer, you’ll need to psyche yourself up for your dealings with your creditor or collection agency.Know your rights (see above) but also know how far you're willing to bend before you call your creditor.2. Make an OfferComing up with a debt settlement agreement should take a little
time. The settlement process should require some back and forth between you and the creditor.So don’t be afraid to ask for a lot:On active accounts: Ask for the creditor to waive late fees or punitive interest rate increases. Start by offering to pay no more than half the full amount in exchange for canceling the account. Make the payment contingent
upon the creditor not reporting a charge-off on your credit score.On collection accounts: If you've just heard from the collection agency (within 30 days) start by seeking debt validation. You can write a debt validation letter to the agency requesting it proves the debt is yours and is accurate. If the agency can prove it’s your debt, offer to pay half the
balance due in exchange for canceling the account and removing all references with the three credit bureaus.The creditor may say no. In which case you can make a counter-offer. At some point, your creditor will be compelled to make a deal.But before sending any payments or sharing your bank account or credit card numbers, get the agreement in
writing.3. Pay and Follow UpYou should have the settlement amount in writing at this point. Send a check along with a copy of the letter to your collection agency or creditor.After 30 days, check your credit report to make sure the creditor removed the negative marks as agreed.Log in to the account online to see whether the creditor has closed your
account (if closing the account was part of your agreement).If your check has been cashed but the creditor hasn’t fulfilled its end of the bargain, find your copy of the debt settlement agreement and get back on the phone.You can also post complaints with the Consumer Financial Protection Bureau and the Better Business Bureau. By following up you
should be able to convince the creditor to adhere to its agreement — if you have a written copy of the agreement.And remember this when tax season rolls around: The IRS considers debt relief a form of income and will tax you accordingly if the debt relief amounts to $600 or more.Get a Free Copy of Your Credit ReportWhat Is a Debt Settlement?A
debt settlement is an agreement you reach (in writing!) with your unsecured creditors or, if necessary, with collection agencies. Here’s how it works:You agree to pay part of the money you owe, often as a lump sum payment or as a payment plan.In exchange for your payment, the creditor cancels the entire debt, removes the negative items from your
credit report with all three credit bureaus, and considers the matter closed.Often you can pay half the balance you owe or even less than half and still get the debt canceled.Why? Because credit card companies and other unsecured debt collectors know they’ll get nothing if you enter bankruptcy.Or, if the debt collector is a third-party collection
agency, it may have bought your debt from your original creditor for pennies on the dollar.Just about any amount you pay translates into profit for a lot of collection agencies.Here’s the bottom line: You still have leverage, even if you have missed payments, made late payments, and have no way to come up with the full amount you owe.You should
begin your debt negotiations with this knowledge.What About Negotiating Secured Loans and Student Loans?So far we’ve discussed only unsecured loans such as credit card debt or personal loans.This kind of debt has no collateral, tends to have higher interest rates, and often has no fixed monthly payments other than the minimum
payment.Mortgages and Auto LoansSecured loans are different. Mortgages and auto loans fall within this category. With these loans, your lender could repossess the property as payment on the loan.You have a lot more to lose.Waiting is your worst enemy with these kinds of loans. Once you've entered the lender’s repossession or foreclosure process,
you’ve lost a lot of your leverage.Also, many lenders have debt relief programs you could join. Many auto lenders let you skip a payment every year or two. Some have credit counselors on staff to help you wade through a rough patch.Lenders have these programs because they lose money when they have to repossess or foreclose on a property. Take
advantage of them as soon as you sense trouble ahead.Student Loan DebtNegotiating student loan debt is tricky, too. If you have public loans, however, you’ll have several options including income-based repayment plans, forbearance periods, and other government programs designed to forgive your debt.Private student loans normally don’t have
these built-in debt relief programs but you could negotiate a lump-sum payment on a loan that you've already defaulted on.You could also refinance your student loans for better interest rates or repayment terms.But refinancing public loans into private loans means you surrender valuable debt-relief options later.Not Into DIY Debt Settlement? Call
the ProsThis post has been about do-it-yourself debt settlement agreements.For all of these strategies, you’d be the person on the phone, the person writing letters, following up with the credit bureaus, and so on.Credit Repair CompaniesIf you're worried about debt’s impact on your credit score, a credit repair company can help — especially if the
credit bureaus have inaccurate information on your credit report.I suggest you check out Credit Saint. They’ll take care of you. Check out their website.Debt Settlement CompaniesIf you don’t have time for this kind of legwork, consider asking the pros to help. Debt settlement companies contact your creditors for you. They negotiate debt settlements
on your behalf.You'd still have to provide the money used for lump-sum payments or payment plans. Since debt settlement companies work with creditors every day they speak the same language and know how to create a debt management plan.I recommend these debt settlement companies:Accredited Debt ReliefNational Debt ReliefNew Era Debt
SolutionsPacific Debt Inc.Credit Counseling AgenciesFor a more holistic approach to your personal finance life, consider a credit counseling agency.Credit counselors help you sift through all your debt and come up with solutions such as consolidation loans, refinances, and debt settlement agreements.For this kind of work
consider:GreenpathCambridge CreditInCharge Debt SolutionsBe careful of scams when you seek out a credit counselor. Your financial information and your identity have value to scammers.Be sure you’re working with a reputable and trustworthy agency.Once you have a debt management plan, stick to it! Don’t repeat the same mistakes you made
earlier — the ones that got you so deep in the hole.
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