


You are obligated to pay for goods and services which 
you have purchased even after you have involuntarily lost 
your employment. The consequencesfor failing to repay on 
time may seriously affect your credit standing for many 
years - even after you completely pay all the money you 
owe. 

If you owe money to a bank and have deposits in that 
institution, the bank can "set off" your deposit to 
satisfy a claim. The bank does not have to go to court to 
obtain permission to do this. If you believe the bank is 
wrong, you are the one who has to go to court. The 
bank must notify the consumer when it has "set off" 
his account. 

If an installment debt has been made after May 14,1979, 
it cannot be set off unless written notice was given prior to 
the time the loan was made which states the institution 
may transfer funds to reduce or extinguish such debt. 
a If you own a house, your creditors may put a lien on it. A 

lien is a claim which prevents you from selling i t  unless 
the creditor is paid, or it may permit the creditor to sell 
the house to pay the debt and give you whatever is left 
over. You may be able to protect your home from claims 
of creditors by registering it under the Homestead Act. 
This supplementary filing to your deed can be proc- 
essed at your Registry of Deeds. (Remember, you can- 
not qualify for a second mortgage if you home is regis- 
tered under the Homestead Act.) 
Sometimes a creditor owns a "security interest" in the 
property you have obtained with borrowed money. 
(Credit card transactions do not have "security inter- 
est"; they merely represent an "IOU".) When a creditor 
has a "security interest", he can repossess the goods 
and sell them for debts outstanding. 
Your creditors will try to reach you to get you to pay. 
This is entirely proper provided they do not use unfair, 
deceptive, or unreasonable collection practices. The 
law prohibits a creditor from: 

- causing the debtor to pay for long distance telephone 
calls or other similar charges; 

- threatening to use violence if the debtor does not pay; 
- telephoning the debtor at times known to beother than 

the normal waking hours of a debtor called or if normal 
waking hours are not known, at any time other than 
between 8:00 a.m. and 9:00 p.m.; 

- using profane or obscene language; 
- telephoning the debtor more than two calls in each 

seven-day period at the debtor's residence and two 
calls in each thirty-day period at any place other than 
the debtor's residence for each debt; 

- contacting the debtor directly if the creditor has been 
asked to deal with an attorney; 

- sending collection notices in envelopes that indicate or 
imply that a debt is owed; 

- telling anyone (relatives, friends, prospective employ- 
ers) about the debt in an attempt to encourage pay- 
ment. 
If dunning fails, you may be sued. This means you will 
lose automatically by default unless you file an answer 
in court specifying why you should not have to pay. 
Unless you know how to handle these complicated 
legal procedures yourself, you will either havetoenlist 
a legal aid attorney or hire your own attorney. 
If you lose the lawsuit, the creditor has the legal right to 
take assets of yours to pay for your debt (sometimes 
plus legal expenses). Your creditor may reclaim the 
article for which you have failed to pay. 

The creditor may "trustee process" liquid assets (cash 
or cash equivalents) from others, such as a bank, who 
hold assets for you. Your creditor may not take posses- 
sion of household articles other than the article for 
which you have failed to pay. 
Your creditor(s) may notify your credit bureau that you 
are delinquent. This information may then be provided 
to other creditors with whom you wish to establish a 
relationship. 

In order to repossess your goods the creditors must fol- 
low the procedure outlined below: 

Notice - Ten days after a default, or missed payment, a 
notice can be mailed to the consumer. The notice should 
inform you that you have 21 days to cure the default or pay 
your bill, or the creditor can repossess the goods. If you 
have three previous (but not necessarily consecutive) no- 
tices of default the creditor may repossess his goods with- 
out notice and/or a court order. 

Hearing- If the default is not major, you areentitled to a 
hearing in addition to the 21 -day cure. If the default is 
major, and either you failed to make one or more payments, 
or the value of goods has substantially changed, then 
no hearing is required. The creditor may repossess only if 
repossession is done without force, without breaking the 
peace, or without entering upon your owned or rented 
property unless you have given permission at the time of 
entry. 

If a hearing is required, you must be given notice seven 
days prior to the hearing. Also, you must begiven a chance 
to be heard at the hearing. The creditor cannot take posses- 
sion before a hearing. 

If a creditor is given possession, you may regain posses- 
sion within 21 days following the court's determination if 
you cure the default or pay the bill. Also, you may regain 
possession after the 21 -day period has expired, if the credi- 
tor has not disposed of the goods, contacted to dispose of 
the goods, or gained the right to retain the goods. The same 
procedures outlined above must be followed to repossess 
automobiles. 

Sale of Goods - Sale of repossessed goods must be held 
in a "commercially reasonable" manner. The creditor is 
also allowed to keep the goods to satisfy the debt as long as 
he notifies the debtor and no objection is made within 30 
days. 

Deficiencies - If your unpaid balance is less than 
$2,000 when the creditor repossess the goods, you will 
not be liable for any deficiency when the goods are sold. 
Example: You owe $1,800 when the furniture is repos- 
sessed. The furniture is resold for $1,300. You donot repay 
the $500 deficit. 

If your unpaid balance isgreater than $2,000 at thetime 
of default, the creditor will be entitled to collect from you 
the deficit and any reasonable costs he incurredduring the 
repossession, storage, and resale if he has followed all 
these rules. Example: you owe $2,200 when the furniture 
is repossessed. The furniture is resold for $2,000. You 
must pay the creditor $200 plus any reasonable expense 
he incurred in the process. 

Garnishment - The creditor may go to court to obtain 
a judgment against you when there is a deficiency. The 
judgment can be satisfied by garnishing your property, 
including wages earned at a job in the future. Wearing 
apparel, household furnishings (within certain limits) and 
tools used in  trade or business are exempt from 
garnishment. 



SOME DANGER SIGNS 
ASSOCIATED WITH DEBT 

The amount you can manage successfully w i l l  vary de- 
pending upon your income, you life-style, your obligations 
and other expenses. Some of the indicators that  may sug- 
gest you are mismanaging, or perhaps merely not manag- 
ing at all, include: 

Your lack of knowledge about h o w  much money you 
owe. 

8 Your lack of reserve cash or l iquid assets (cash equiva- 
lents such as certificates of deposit, stocks, or bonds) to 
meet emergencies. 
Your need to  extend the  repayment t ime on  anexist ing 
loan which leads you t o  take out a new  loan to  repay it. 
Your monthly installment or credit card purchases not 
including mortgage payments exceed 20% of your 
monthly take-home pay. 

If you f ind you are burdened w i t h  too much debt, you 
should do something to  cover the situation now. 
1. Resolve not to  increase the debt you already have. 
2. Analyze your spending habits; 

Are  you buying things you really don't need? 
Are you buying things you don't even like? 

3.  Cut your expenses t o  the bone, and use the money you 
save to pay your debts. 

4 .  Seek advice f rom a recognized Credit Counseling Serv- 
ice such as the Consumer Credit Counseling Service of 
Eastern Massachusetts, 8 Winter Street, Suite 1210, 
Boston, MA., 02108.  Tel. 426-6644 or the Pioneer 
Valley Consumer C r e d ~ t  Counsel ing Service, Inc. 
P.O. Box 171,293 Bridge Street, Room 221, Springfield, 
M A  01  101.  Tel. 41 3/788-6106.  Both these services 
are free of charge. Family service organizations, banks, 
lawyers, and accountants may also assist your f inan- 
cial planning. (Avoid so-called "financial advisors" 
whose bill-paying advice is frequently given only at  
exorbitant fees.) 

5. Contact each of your creditors, and explain your situa- 
t ion. Work out a plan for repayment and stick to  it. 
Make sure your plan is i n  wri t ing and signed by both 
parties. Retain a copy for yourself. 

For further information, you may wish to obtain the 
Consumer's Credit Guide and  Consumer's Budget 
Guide which are also available from our Office. 
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