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The Problem With Collection
Agencies
Written on February 27, 2019 by Laura Agadoni

There needs to be methods for creditors to collect
debt owed them. Otherwise, they run the risk of going
out of business.
As a landlord, you are a creditor. If your tenant skips
out without paying rent, or if they damage your place
more than what the security deposit covers, you need
to be able to recover your money.
One way to try to get your money is to use a collection
agency. Doing so might work for you, but you should
first understand the process and what it entails before
you go down this path.
Why? Because there are problems associated with
collection agencies.
1. Collection agencies don’t collect
The odds of a collection agency actually collecting the
debt they are going after are not good.
Estimates vary in just how successful collection
agencies are. A generous estimate is 20 percent,
meaning that there is an 80 percent chance that a
collection agency won’t be able to collect delinquent
debt for you. And some estimates are as low as an
industry-wide 11% success rate. That’s pretty dismal.
To make matters worse, the success rate for collections
is down from decades past, when the collection rate
averaged 30 percent. So not only are your odds of
getting your money low when you use a collection
agency, the odds are getting worse as time goes on.
2. Collection agencies are expensive
Ideally, as a landlord, you should get all the money
your tenant owes you for back rent, damages, and late
fees (that were specified in the lease).
The best way of doing that is to handle the collection
process yourself, typically by sending a demand letter,
calling your tenant, or by starting the eviction process.
You might not have the time, however, to track
down your tenant, or you might have tried but were
unsuccessful.
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Condolences

It is with our deepest condolences that we recognize
the memory of longtime ROI member Pat Doom.
Pat was a good friend and had a wonderful sense of
humor. He will be missed by all of us. Please keep the
Doom family on your prayers.

From The President
Deracinate [dih-ras-uh-neyt-] verb
To pull up by the roots; uproot; extirpate; eradicate.
* When the neighbor failed to pay his rent for
months, the landlord would immediately deracinate
them even if it made them homeless.
Once your tenant has missed a payment or two do
you really know what to do? This month our guest
speaker will be Heather Cohlmia with Eviction
One. Heather is very instrumental in assisting
landlords with the eviction process. We hope to
see you on Thursday March 14th as Heather gives
us more insight into the world of evictions.
~ Shawn Jacobs, President
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This publication is designed to provide informative material of interest to its readers. It is distributed with the understanding that it does not constitute
legal, accounting or other professional advice. Although the published material is intended to be accurate, neither we nor any other party will assume
liability for loss or damage as a result of reliance on this material. Appropriate legal or accounting advice or other expert assistance should be sought
from a competent professional.

Getting some of the money you’re owed is better than
getting nothing. So if you can’t collect on your own, you
might consider a collection agency. You’ll pay either a
flat rate or a percentage of what the agent collects.
You’ll probably pay less by paying a flat rate, but see No.
1 above—the odds are not good that the agency will
be successful in collecting the money your tenant owes
you. If you pay a flat fee, you potentially are out even
more money. If you pay a percentage of the collection,
expect to pay between 25 percent and 60 percent of
the collected debt to the collection agency.
3. Collection agents can be shady
Some collection agencies allow their agents to use
unlawful tactics to try to collect debt. You might have
heard stories about aggressive collection agents who
harass people for money they don’t owe, threaten jail to
debtors, or who call employers and put people’s jobs in
jeopardy. None of that is legal.
Not only is it wrong to subject people to unlawful
collection tactics (even people who owe you money),
it gives you a bad reputation by associating with

unscrupulous people. You might even find yourself
being sued.
Fair Debt Collection Practices Act
Collection agencies must comply with federal law,
specifically the Fair Debt Collection Practices Act
(FDCPA). Ask agencies you’re considering using if
they comply with FDCPA regulations. Under the Act,
agencies must adhere to the following:
• No calls to debtors before 8 a.m. or after 9 p.m.
• No calls at work if the debtor requests that.
• Collector must stop contact if the debtor requests so
in writing.
• No contacting friends and family more than once. And
the one contact can only be to get contact information,
not to inform friends and family about the debt.
• Agent must provide proof of the debt to the debtor.
• Debtors cannot be threatened with harm.
• Agent cannot threaten to take legal action unless
they actually can and will.
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• Collector cannot lie about who they are.
• Collector cannot send fake legal documents to trick
the debtor.
Unless you check out the firm you are hiring and
find out the tactics they use to collect, you could be
contributing to the problem.
Finding a good agency
Many collection agencies are reputable and play by the
rules.
Here are some ways of finding a good agency:
1. Ask for referrals from trusted professionals you know,
such as your lawyer or accountant.
2. See whether the agency you are considering is a
member of ACA International, The Association of
Credit and Collection Professionals, the leading trade
organization for the industry.
3. Look online for complaints against an agency you’re
considering.
4. Make sure the agency is licensed.
Bottom line
Using a collection agency could work for you, but be
prepared for disappointment. You’ll have a better
chance of collecting your money if you hire a collection
agency that specializes in collecting rent from tenants.
Also, the younger the debt the more likely it will be to
collect. Provide the agency with your lease, what the
tenant owes, and all attempts you have made to try to
recover the money yourself.

5 Things to Do When a Tenant
Stops Paying Rent
Written on May 16, 2017 by Laura Agadoni, updated on October 11, 2018

I got into the landlord business purely by accident.
Everything was going well, at least, for a while.
I thought I was lucky since my screening process
consisted of a neighbor knowing a person who needed
a place. Eventually, not surprisingly, my tenant stopped
paying rent.
Since I didn’t have much experience as a landlord at
the time, I listened to my tenant’s excuses and regularly
took rent payments late. Before too long, my tenant
was six months behind on rent. Yikes!
I learned a thing or two since then, and now I know
what to do when a tenant stops paying rent. If you’re a
landlord, you should know, too.
1. Talk With Your Tenant
There’s a phrase I learned from Dr. Phil: “You teach
people how to treat you.” By being a pushover with
my tenant, they learned that when their bills piled
up, rent could be skipped here and there without any
repercussions.
Instead, I should have talked with my tenant. I should
have asked what the problem was. It’s a good thing to
be understanding, but tenants need to realize that they
need to pay rent on time, or they can’t stay.
Let them know that you still need to pay your bills and,
therefore, can’t afford not to receive rent.
...continued on next page
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The first time rent is late, let your tenant know that
because you understand that renting this place has
become a hardship, you’re willing to let them out of
their lease early without penalty if they leave by the end
of the week. If they don’t want to do that, let them know
that you’ll be giving them a formal eviction notice.
That might be all it takes to get your tenant back on
track and paying rent on time. When faced with the
idea of needing to leave the property, quickly finding
another place, and coming up with moving costs (not
to mention paying rent and security deposit elsewhere),
paying rent to you will probably become a top priority.

paperwork for an eviction hearing. They will likely want
to see the “Notice to Pay or Quit” that you sent, so be
sure to bring that with you.
Once you pay the court fees, the administrator will
schedule your hearing, which is usually 2-6 weeks out.
You might be responsible for serving the tenant the
subpoena, but some courts will do this for you.
Then, show up on your court date, explain your case,
and hopefully you will win a judgment against the
tenant. Then you can hire the sheriff to remove the
tenant by force.

2. Send a “Pay or Quit” Notice

4. Pay Your Tenant to Leave: Cash for Keys

Almost every state requires a landlord to send a “Notice
to pay or quit” when a tenant fails to pay rent. Basically,
this is a formal letter (or email) that says “Hey, you forgot
to pay rent! You have X days to pay it in full, or your lease
will be terminated and you’ll have to move out.”

If your tenant doesn’t pay the rent after your talk, you
still have a chance to avoid the eviction process. You can
make a deal. If your tenant isn’t paying the rent because
of financial problems, they might be motivated to move
pronto if you pay them.

In most states, this “X” notice period is short, in the range
of 3 to 5 days. If they don’t pay, and they don’t move
out, then you can formally terminate their agreement
and they lose the right to occupy the dwelling. If they
still refuse to leave, then you have to file an action with
your local eviction court.

Yes, I know that this idea feels wrong. They owe you
money, so why should you pay them?

3. File an Eviction Action
The only way to legally “force” a tenant out of a property
is with the sheriff’s help. A landlord is never allowed to
lock out a tenant or turn off essential utilities.
If you have a rogue tenant, you might have to go
down to your local courthouse and fill out the proper

You need to get your emotions out of this, and weigh the
costs and benefits in a businesslike manner to help you
make the decision. An eviction will get the tenant out.
But it won’t be immediate. Check with your jurisdiction
to find out how long evictions typically take.
Hint: Evictions generally take longer than you want to
wait, typically one to three months.
If your tenant leaves immediately because you paid
them, say, $250, $500, or even $1,000, you will probably
be better off, not to mention the stress you’ll save
yourself over the next month or more from going
through the eviction process then trying to collect on
the judgment.
5. Consider Hiring a Property Manager or a Lawyer
If you just aren’t the type to deal with a tenant who
stops paying rent, or if you aren’t enforcing timely rent
payments each month, you might be better off hiring
a property manager. The same tenant who might try
to get away with not paying you for a month or two
probably won’t try that once a professional property
manager is in charge.
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The management company is a neutral third-party with
systems in place for handling unpleasant situations.
Alternatively, you could hire a lawyer who will try to
hunt down your money and barrage the tenant with
notices and formal letters.
Bottom Line
Take it seriously the first time rent is late. You want to
stop the behavior right away before your tenant stops
paying rent and the situation gets out of hand.
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BOOKS!
Build a Rental Property Empire by Mark
Ferguson (Author), Gregory Helmerick
(Editor)
The no-nonsense book on finding deals,
financing the right way, and managing
wisely. (InvestFourMore Investor Series 1)
Investing in Rental Properties for Beginners:
Buy Low, Rent High by Lisa Phillips
Do you have a dream of being a wealthy
real estate investor but absolutely don’t
want to be a stressed out landlord dealing
with an array of bad tenants, repair calls
in the middle of the night, and empty
units?
What if I told you rental property
investing can be easy, stress free, and effortless? What if
you could purchase a rental property for less than the
cost of a souped-up Lexus? What if financial freedom
was only 2-5 rental properties away?
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I WANT TO TAKE AN ACTIVE PART IN RENTAL OWNERS, INC.

(PLEASE PRINT)
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r I WOULD LIKE TO BE CONSIDERED for the next open ROI BOARD position.
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