
WHAT YOU NEED TO KNOW ABOUT SETTLEMENTS 
 

Virtually all debt cases can be settled for less than the full amount owed on the debt.   
 
We Will Only Recommend That You Settle Your Case If We Think It’s Best 
 
Just because we are sending you this information packet does not mean that we are recommending that 
you settle your case.  We send this same packet to all our clients regardless of our recommendation. 
 
Before we recommend that you settle, we assess the creditor’s case against you.  We will only 
recommend that you settle if we think that we will lose your case if it goes to trial.   
 
How Do Settlements Work? 
 
There are 2 types of settlements: lump sum settlements and payment plan settlements.  Generally, you 
get a better deal (you pay less money overall) if you can do a lump sum settlement. 
 
How is the Settlement Amount Determined? 
 
The settlement amount is negotiated between us (with your input) and the creditor’s attorney.  There 
are a few factors that come into play in determining the amount: (1) the creditor’s guidelines, (2) your 
ability to pay, and, in some cases, (3) special circumstances. 
 
Creditor’s Guidelines: Most creditors have “guideline amounts” that they are willing to settle for across 
the board. The guideline amount varies from creditor to creditor: one creditor might want 40% in a lump 
sum or 60% in a payment plan.  Another creditor might want 80% across the board, whether in a lump 
sum or a payment plan.  And yet another creditor might want 25% in 6 months, or more if you need a 
longer payment plan.  The guideline amount depends on the creditor. 
 
The Creditors Will Negotiate:  Many creditors will settle for less than their guideline amount if you 
demonstrate to their satisfaction that you can’t afford to pay the guideline amount.  To negotiate a 
lower amount, the creditor will want “proof of hardship” (proof that you can’t afford to pay the 
guideline amount).  All this means is that they want to know how much money you make, and, possibly, 
what your expenses are.  If this is an issue in your case, we will get that information from you when the 
time comes. 
  
Special Circumstances:  Some creditors have special circumstances that get you a better settlement.  For 
example, a creditor might agree to settle for a very low amount if your only income is social security or 
disability.   
 


