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Northwest Community Legal Clinic
Ste. 6 – 308 Second St. S.

Kenora, ON  P9N 1G4
Phone 807-468-8888

1-800-403-4757
Fax 807-468-4928

Memo – Collection Aencies 
From: Sallie Hunt, Barrister & Solicitor Tuesday, December 20, 2011

What is a Collection Agency?

o A Collection Agency is a Business that collects the payment of money owed to 
someone else.

o The government of Ontario receives  more complaints  about Collection Agencies 
than anything else:

 usually about rude and harassing phone calls

When does a Collection Agency becomes involved?

o A Collection Agency does not become involved unless you have not paid a debt to a 
Creditor.

o A Creditor is someone you owe money to.  A debt is  what is owed plus any interest 
and sometimes other fees.

o The Creditor might be a large retail store that has its own Credit Card.  Sometimes the 
retail store will have its own Collection Agency as well.  So the Collection Agency 
may be connected with the retail store.

o Other times when Creditors are faced with customers who have not paid their debts, 
the Creditor will sell the debt for a discount to a Collection Agency.  

o It is possible that the same debt may be handled by several different Collection 
Agencies if no payments are made.

o Each time the debt is sold it is discounted a little more.  
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What should you do if a Collection Agency calls?

1. Do Not Ignore the calls – likely the Collection Agency will not stop calling.

2. OR – it is possible that the Collection Agency can pursue the matter through the 
Court System – depending on how much is owed.

Talking to a Collection Agency

1. Make sure that the debt is a debt that is owed by you and that the amount is 
correct. 

o You can ask the Collection Agency to send you a Statement that shows:

 How much was the original debt
 To whom is the debt owed?
 How much as been paid?
 Is there any interest?
 How much is still owing?

o Once a Collection Agency is involved, you must deal with the Collection Agency not 
the original company/creditor to make payment arrangements.  

o You would call the original company/creditor only if the amount of the debt was 
incorrect.

2. If possible, arrange to pay the debt in full.

o If you are able to pay the debt in full, you can negotiate a reduced payment.  

o Depending on several factors, you may be able to negotiate a substantial reduction:

 How much is owed 
 How long has the debt been outstanding or unpaid 
 How many Collection Agencies have dealt with the matter.

3. If not possible, arrange to pay by instalment.  

o Again, you may be able to negotiate a reduced amount or reduced interest

If you do negotiate a reduced amount, get a written statement that the Collection Agency will 
accept this reduced amount as Payment in Full for the outstanding, unpaid debt.

o Never send CASH.  Use cheques or direct bank-to-bank deposits.
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Before a Collection Agency demands payment of you, it must:

o Send you a NOTICE in writing that includes:

  the Name of the Creditor, 
 the outstanding balance owing, 
 the name of the Collection Agency and 
 its authority to demand payment.

o Then, the Collection Agency must wait for six (6) days after sending you a written 
notice to demand payment.  

o If you did not receive the first Notice, tell the Collection Agency.  It must send you the 
Notice again and again wait the six (6) days.  

What to do if a Collection Agency:

 Yells at you
 Is abusive/profane
 Calls you several times a day. 

Hang Up!!  
o  You can also Report the Collection Agency to Consumer Services:

 WEBSITE:  ontario.ca/consumerprotection  

o  A Collection Agency cannot use threatening, profane, intimidating or coercive 
language or use excessive or unreasonable pressure.

o Once a Collection Agency has  spoken to you, a Collection Agency cannot call you 
more than three times in seven (7) days unless you have said it is okay.

What happens if I ignore a Collection Agency?

o Once a debt has gone into Collection, your Credit Rating has gone down.

o And depending on what you do or don’t do, your Credit Rating can get worse.

o Briefly, Credit Rating means how good a risk are you when someone lends you 
money.
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What do I do if my Financial Problems are getting out of hand?

o Consider contacting a Credit Counselling Service for help.

o The closest one in Northwest Ontario is in Thunder Bay:

 Thunder Bay Counselling Centre (807) 684-1880

 Call the Not-for-Profit Credit Counselling in Canada (905) 945-5644 or go 
to their web site http://www.creditcounsellingcanada.ca/ to find Credit 
Counselling Services near you.

 You can also check the Internet for other Not-for-Profit Credit Counselling 
Services.

o Credit Counselling Services have Debt Management Programs

o Credit Counselling can look at your debts and help you negotiate reduced payments 
with creditors.

o Credit Counselling can also get all your debts into one payment.

o Credit Counselling does cost money, but if they help get your finances under control, 
they can be worth the cost.

o Credit Counselling will not get involved once the Creditor has filed a Statement of 
Claim in Court.

●  Sometimes Bankruptcy is a necessary solution, but you should get financial advice   
    before you consider whether it is an option for you.

Can a Collection Agency take me to Court?

o Yes, a Collection Agency can take you to Court and get a Court Order or Judgment 
against you.

o Depending on your situation, a Judgment will allow a Collection Agency to:

 Garnish your wages
 Seize your bank account
 Seize and sell assets such as your car
 Put a lien against any property that you own, such as your house.

o These procedures are called Enforcement of a Judgment.

o However, you may be Judgment-Proof.  This means that even if the Collection 
Agency took you to Court and got a Judgment against you, the Collection Agency 
could not enforce collection of the debt because you are in a special category.

o You are Judgment Proof if you do not own any property and :

http://www.creditcounsellingcanada.ca/
http://www.creditcounsellingcanada.ca/
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 If you are in receipt of social assistance – Ontario Works or ODSP 
disability benefits, or 

 If you are in receipt of CPP Disability benefits or Old Age Security

o If at all possible, you want to avoid a Collection Agency taking you to Court.

REMEMBER:  

o You can also contact a Community Legal Clinic for advice.

Once your debts have gotten out of control, getting back into financial stability is hard 
work, much like going on a diet.  It is important to have a realistic, long-term plan, and it is 
important that you stick with it.  However, being realistic, you may allow yourself a few 
“cheaters.”

People often do not take the time that is necessary to understand their finances.  It takes 
planning to decide which purchases are necessities and which are extras, which 
purchases are affordable and which are not.  Unfortunately, this is not something that is 
taught in school.    

A budget can be one of the most useful tools to know where your money is going and it 
can also help you set financial priorities.  And remember, every time you use a credit card, 
you are taking out a loan that usually has a high interest rate attached to it.  


