What is repossession?

Repossession is when the creditor (such as a bank or
car lot) comes and physically takes your car or other
possession. Repossession typically happens when
you fall behind in your payments or you do not
make your payments on time.

When can they repossess?

Read your contract carefully. It spells out what the
creditor’s rights are when you fail to make a
payment (“default” on your payment). There may
be a grace period written into the contract, but there
may not. Most repossessions happen when the full
payment is not made on time. Partial payments will
not necessarily stop repossession.

Your car might also be repossessed if the creditor
believes you are about to run away with the vehicle,
or because you have not taken out insurance on the
car and the contract requires that you do so.

How can they repossess?

*You are not entitled to notice before your
car is repossessed.

*They can take your car in the middle of the
night.

*They can take it from a parking lot while
you are at work.

*They cannot take it if doing so will cause a
“breach of the peace”.

A breach of the peace is when the person
repossessing the car engages in any sort of
disorderly conduct or destruction of property. For
example, even though they can take your car out of
your driveway, they cannot take it from a locked
garage where they would have to break the lock to
get to it. Even though they can take it from the gas
station while you are paying for your gas, they
cannot drag you out of the car to take it.

What happens after my car is
repossessed?

After the car is taken, you may be able to
work something out with the creditor to
have the car returned to you. This could
involve catching up your payments and
paying for the repossession expenses. If you
are unable to negotiate a new agreement
with the creditor, the creditor may try to sell
the car.

Under the law, the creditor must notify you
in writing that the car will be sold to pay off
the contract you signed. This notice gives
you the chance to “redeem” the property.
This means that you have the chance to get
the car back if you are able to come up
with the rest of the contract price in full.
If you cannot redeem the car, it will be sold.

The sale can be a private sale or a public
sale; the notice will tell you which type.
After the car is sold, you will probably be
sent a bill for a deficiency balance.

About Deficiency Balances

A deficiency balance is the difference between
what you owed on the car when it was
repossessed and what it was purchased for at the
sale. Most sales on repossessions result in
deficiency balances, sometimes in thousands of
dollars. Here’s how it might work:

1. You purchase the car for $5,000.

2. 'You make payments of $1,000, then quit
paying.

3. The car is repossessed, and sold at an
auction. It brings $800 at the auction.
The repossession fees were $200.

4. When the car was repossessed, you
owed $4,000. Add the $200 repossession
fee, and subtract the $800 it brought at
the auction. Your deficiency is $3,400.
You can be sued for this amount. If this
happens, you could end up with a
judgment against you for $3,400 plus
court costs and attorney fees that may be
provided for in your contract. All this
for a car you no longer have.

Voluntary and Involuntary
Repossessions

An involuntary repossession is one in which the
creditor has to send someone out to find and
repossess your car. This can result in extra expense
for you in the end.

A voluntary repossession is one in which you take
the car back on your own. While this will save you
the repossession fees, it does not change your legal
liability under your contract. You signed a contract
to purchase a car for a set amount, and that amount
is what you will be expected to pay.



Some Tips

If there is something wrong with the car, and you
decide you have made a bad deal, do not simply
take the car back to the lot and leave it there. This
will be a voluntary repossession; you may still be
responsible for a deficiency balance. Get some legal
advice about your rights under your contract before
you voluntarily take the car back to the dealer.

If you find you cannot make your payments, see if
you can negotiate with the creditor, or find someone
to take over your payments.
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OFFICE HOURS AND LOCATIONS
Legal Aid of East Tennessee offices are
open from 8:30 A.M. to 5:00 P.M. Monday
through Friday.

Executive Director - David Yoder
(865)637-0484

Associate Director - Eric Miller
311 W. Walnut Street 1001 W 2nd North St.
Johnson City, TN 37604 Morristown, TN 37814
(423)928-8311 (423)587-4850
1(800)821-1312 1(800)821-1309
Fax (423)928-9488 Fax (423)587-4857

Associate Director - Debra House
502 South Gay Street Compton Place
Suite 404 307 Ellis Avenue
Knoxville, TN 37902 Maryville, TN 37801
(865)637-0484 (865)981-1818
Fax (865)525-1162 Fax (865)981-1816

Associate Director - Russell Fowler
744 McCallie Avenue 85 Central Ave., NW,
Suite 410 Cleveland, TN 37311
Chattanooga, TN 37403
(423)756-4013
1(800)572-7457
Fax (423)265-4164

(423)479-8577
1(800)445-3219
Fax (423)339-3282

Linea Gratis en Esparfiol 1(866)408-6573

No person in the United States shall, on the grounds
of race, color or national origin, be denied the
benefits of, or be subjected to discrimination under
any program or activity receiving federal financial
assistance.

This pamphlet is intended for general information only.
The circumstances of every case are different and need to
be dealt with on a case-by-case basis. This is not a
substitute for the advice of a lawyer. Also, the law may
change and may be different from county to county.
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Serving Bledsoe, Bradley, Blount, Carter,
Cocke, Grainger, Greene, Hamblen,
Hamilton, Hancock, Hawkins, Jefferson,
Johnson, Knox, Loudon, Marion, McMinn,
Meigs, Monroe, Polk, Rhea, Sequatchie,
Sevier, Sullivan, Unicoi and Washington
Counties.



