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How do I use credit?
• When you use credit, it usually means using a credit card. It also might mean
that you get a loan. A loan is another way to use credit.

• Using credit means you borrow money to buy something.
• You borrow money (with your credit card or loan).
• You buy the thing you want.
• You pay back that loan later – with interest.

What is interest?
• Interest is what you pay for using someone else’s money.
You repay money to whoever gave you the credit card or
loan.

• Credit cards and loans have different interest rates. Look
for the “APR.” APR means annual percentage rate. It is
how much interest you pay during a whole year.

• A lower interest rate means you pay less money. A higher

interest rate means you pay more money. For example, a
loan with a 2% interest rate costs less than a loan with an
18% interest rate.

When can I use credit?
Many people use a credit card to buy everyday things.
You might use a credit card to pay for:

• Gas
• Groceries
• Services – like a haircut
Loans usually are for more expensive things.
You might get a loan for:
• Furniture
• Education
• A car or home

Where can I get a credit card?
• Banks and credit unions offer credit cards.

They usually offer credit cards to people with
a good credit history.

• Some stores offer credit cards. You can use a

store credit card only in that store. Sometimes
these cards are easier to get if you do not have
a good credit history. Sometimes a store
credit card is a good way to build your credit
history.

What if I can’t get a credit card?
• Banks and other companies offer secured credit cards. This
means you deposit money with the bank. Then you spend
that money by using the secured credit card.

• A secured credit card works like a debit card. You use your
money, not a loan from a bank. A secured credit card can
help you build your credit history.

Loans
• Where can I get a loan?
• Banks and credit unions offer loans.

What if I can’t get a loan?

• Some stores offer loans to buy their

These other ways to borrow are expensive. They
almost always cost more than going to a bank, a
credit union or a store. Some people have problems
with debt after using these ways to borrow. The
charges can be very high. It is hard to pay the
money back and get out of debt.

They usually offer loans to people with
a good credit history.
product. These loans often cost more
money. Why? Because interest often is
higher on a store loan than on a bank
loan.

There are other ways to borrow money. Some
people go to a payday lender. Some use the title to
their car to get a loan. Some people pawn things.

Managing Debt
What can I do to get out of debt?
Start by making a budget. Write down how much money you make every month. Write down how much you spend every month. Include:

•
•
•
•
•
•
•
•

Rent
Car payment
Insurance
Utilities
Food
Gas
Credit card bills
Other bills

Look for ways to spend less money. You might not find ways to save.
But it helps to write down what you spend. Then you can make a budget.

How else can I try to get out of debt?
• Call the companies you owe money

to. Explain why you have trouble
paying your bill. Ask for a
“payment plan.” Some companies
might let you pay less every month
until you have repaid all the money.

• Call the company before it sends

your debt to a debt collector. Many
debt collectors will not accept a
payment plan.

How can I get help?
Credit counselors can help you make a budget. Credit
counselors also can help you plan to repay your debt.
A good credit counselor will spend time with you. The
counselor will ask you all about your finances. A good
counselor will:

• talk with you
• help make a plan that works for you
A good counselor will not:

• Promise to fix all your problems
• charge you a lot of money before doing anything

What is a debt management plan?
A “debt management plan” is one way to repay money you owe. Here is how it works:

•
•
•
•
•
•

A credit counselor works with you and the companies you owe money to.
You all agree to a plan for how you will repay the money you owe.
Sometimes the companies agree to a lower interest rate. Sometimes they do not.

Every month, you deposit money into an account with the credit counselor.
The credit counselor pays your credit card, medical, or student loan bills.
This continues until your debt is repaid.

Debt management plans might help some people. These plans do not help everyone. A
good credit counselor can help you decide what might help you.

What is a debt settlement plan?
Some people say a “debt settlement plan” is a way to repay money you owe. But many
companies that offer these plans make promises they cannot keep.

•
•
•
•

Some companies say:
They can help you pay less than you owe and get out of debt.
They can get bad information taken off your credit report.
You should stop paying your bills and send the money to their company.

Many people who use debt settlement plans find they owe more money, not less. These
companies charge you a lot of money, and then they do not help you.

What does a debt collector do?
• A debt collector is someone who tries to
collect money owed to someone else.

• The company you owe money to hires a
debt collector. The debt collector only
makes money if he gets money from you.
The debt collector starts calling you to get
that money. If the debt collector does not
get the money, he might take you to court.

What rules must debt collectors follow?
A law gives rules for debt collectors. The law says that debt collectors:

•
•
•
•
•

can call only from 8 a.m. to 9 p.m.
cannot tell anyone else about your debt
can talk to someone else only to find out your address, home phone number, or where you work
cannot harass you – for example, they cannot curse at you or threaten to hurt you
cannot lie to you

The law also says debt collectors must send you a written notice about your debt. This is called a “validation notice.”
The notice must say:

•
•
•

How much you owe
Who you owe the money to

What to do if you do not owe the money

Are there problems with debt collectors?
The government gets complaints from thousands of people about debt
collectors. Some of the complaints say debt collectors:

•
•
•
•

break the rules

threaten people
call the wrong person
lie while they try to collect a debt that is not yours

What can I do if a debt collector calls?
In case a debt collector calls:

•
•
•
•
•
•
•
•
•
•

Keep a notebook by your phone or with you.
Ask the debt collector his name, his company’s name, address, phone number, and why he is calling.
Write the answers in your notebook. Write the date and time you talked.
Then you have a record if you need to complain, or if you need to go to court to defend yourself.
How can I stop calls from a debt collector?

Do you want the debt collector to stop calling you? You must send a letter telling the debt collector to stop calling. The law says he must stop
calling you then.
If a debt collector breaks the law, file a complaint. The Federal Trade
Commission tries to catch debt collectors who break the law.
You can help. Report bad debt collectors to the Federal Trade Commission at

1-877-382-4357

What happens if I get sued?
• Stopping calls does not mean the debt goes away. The debt collector might still sue you to

collect money. If you are being sued, you should get a notice in the mail. Sometimes, this is
called a “summons.”
• In a lawsuit, the debt collector usually asks the court to:
• say how much you owe
• make you repay that amount
• The court might even tell your employer to take money out of your paycheck until you
repay what you owe. This is called “garnishing” your wages.
• Do not ignore notices about a lawsuit. If you do not go to court, you automatically
lose.

