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The Federal Trade Commission gets more complaints about debt
collectors than any other industry, with consumers claiming that they're
being hounded for debts they don't owe or for the wrong amount of

MONEY.

In the first studyy of its kind, released on January 30, the FTC examined
data on deht buyers, looking at mare than & 000 portfolios containing
nearly 50 million consumer accounts with a face value of $143 hillion,
Creditors often sell dehbt that they have not collected to such buyers.

The agency found that each year, buyers seek to collect about a2 million debts that consumers
assert they don't owe, writing that the "proper handling of this large number of disputed debts is
a significant consumer protection concern.”

For the study, the FTC got infarmation (via what the agency termed a "compulsory process")
from nine of the largest debt buyers. Most of the debts stermmed from unpaid credit card
charges, though the study alzo included debts from mortgage, medical, utility,
telecommunications, and other creditors. The buyers paid an average of 4 cents per dollar of the
debts' face value.

The FTC found that many ensuing problems with debt collection were the result of incomplete
information and poor communication. For example, debt buyers often did not get any information
from sellers, whether a consumer had disputed the debt or whether the disputed debt had been
verified. MNaor did they get information that would allow them to break down the outstanding
balance into principal, interest, and fees.

"The Commission has found that such information would assist consumers in determining if the
amount of their debts 1= correct," the FTC stated.

The FTC also found that sellers typically refused to guarantee whether the information about the
debts for sale was accurate, selling them "as is and with all faults " MNaor could debt buyers in
most cases get a refund from the seller if the information about the debts was inaccurate. The
stuchy did not attempt to determine how often the information contained errors.

The FTC has brought cases against debt buyers for failing to verify disputed debts, such as the
agency's 2012 action against Asset Acceptance, when it alleged that the company lacked a

reasonable basis for representing to borrowers that they owed a debt, in violation of the FTC Act.

Asset settled the case for $2.5 million.

The FTC has recommended to Congress that it amend the Fair Debt Collection Practices Act to
require that debt buyers provide consumers with the name of the ariginal creditor; an itemization
of the principal, total interest, and total fees that make up the debt; plus two additional
statements notifying consumers of their rights.

If a consumer protests that he or she doesn't owe the money ar that the amount s wrong, the
FTC said collectars should back off, hecause they are "likely to need more infarmation bhefore
once again claiming that the consumer owes the debt.”

Another "major concern” for the FTC is the conduct of some debt buyers in collecting,
threatening to sue, or suing on debt that is time-barred.

The FTC explains that protection offered by the statute of limitation is not automatic, and that in
"muost states, the expiration of the statute of limitations on a debt does not extinguish the debt.
Instead, the running of the statute of limitations is an affirmative defense that consumers
themselves must raise and prove before courts will dismiss actions to collect on their debts "

But because 80 percent of consumers sued for debt collection don't appear in court to defend
themselves, the FTC found, "filing these actions creates a risk that consumers will be subject to
a default judgment on a time-barred debt." The agency recommended that states change their

lavys to require collectors to prove that debts are not time-harred.

Contact Jenna Greene af joreene@alim. com.

Sub=cribe to The Mational Lasw Journal

Comment on this article Terms & Conditions

Display Name:

Your e-mail (not displayed with comment)
rmack2001G swhell net
My Comment:

Comments are not moderated.
For maore information, please see our terms and conditions .
To report offensive comments, Click Here.

HE

This Site | Law.com Metwark | Legal WMieb
QJEEt Enter Keywords
Search the Legal Web Go »>

R RSS

Cipinion Video Center Elog

Pdvertizement

’ Find similar content

Companies, agencies mentioned »
Key categories 4
Most viewed stories v

1 Avoiding law school in droves
2 2013 Law School Applicant Counts

3 With Cordray’s authority in doubt,

banks weigh spurning his agency
FREE WITH REGISTRATION

Rocks and a hard place o=

Court finds appointments

unconstitutional
FREE WITH REGISTRATION

Pdvertizement

lawjobs.com

TOP JOBS

ASSOCIATE DIRECTOR PROMOTION INTEGRITY
Briztal-hMyers Sguibhb

Princeton, Mewy Jerzey

Patent Attorney or Agent - Computer Science,
Electrical Engineering, Semiconductors, Physics
Marina Sirras & Associates LLC

Orange County, California

MORE JOBS
POST A JOB

Advertizement

Pdvertizement

=2CLECenter.com

From the Law.com Network

I_TN LAW TECHNOLDGY NEWS THE REc 0 R n E R DAILY BUSINESS REVIEW.COM

New Jersey Taw Iournal — Smart Liti

IE—— C
-
ESSENTIAL e ®
3 Essential Non-Technical Passions Run High in Fla. Legal Community N.J. Supreme Court The Affordable
Skills to Advance Your IT Calif. Bivalve Battle Taking Steps to Restore Evaluates Need for gupﬁ':}__ii::fnc“e'”e
Career Professional Civility o= Warrant to Arrest Based Available in 1T
Cleantech Deals Get ] ] on Cellphone Data o= editions - regearéh
LegalTech Day One: Messy o= Justice Watch: Disabled prepare even the
Relativity 8, Statistical prison inmates dying for Gov. Names 14 for Complex cases wit
Sampling, Law Firm justice o= Superior Court In
Security Multiple Counties
Statewide o=
about NLJ.com | contact us | subscribe
| "
the LAW.COM network Aeartisn
LAW.COM ALM REGIONAL DIRECTORIES BOOKS & NEWSLETTERS EVENTS & CONFERENCES
Mewswyire Connecticut Law Tribune ALM Expettz Beszt-Selling Books ALM Everts
Special Reports Daily Buziness Review (FL) LegalTech® Directory Publication E-Alerts LegalTech®
International Mews Delaweare Law Weekly [n-Houze Law Departments at the Top Lawy Journal Meswsletters Wirtual LegalTechE
Lists, Surveys & Rankings Daily Report (54 SO0 Companies LawCatalog Store Yirtual Events
Legal Blogs The Legal Inteligencer (P& Top Reted Lawyers Lawy Journal Press Online Wiehinars & Online Events
Site Map Mew Jerzey Lavy Journal [he American Laweyer Top Rated Inzight Information
SNYES
Mewy ork Law Journal o : o e RESEARCH
& American Lawyer Lega ]
ALM NATIONAL &2 Mewy York AT R L0 Legal Inteligence REPRINTS
The American I._?aW'E.fer | The Recorder (T4 Corporate Counsel Top Rated Laveyers Court Repatters Reprint=s
U= i Lot Ll Delly Texas Lawyer The Mational Laww Journal Leadership i SO0
Corporate Counzel The &Asian Lawsyer Profiles Yerdict Search ONLINE CLE
Lawy Technology Mews Focus Europe Mational Directary of Minority ALM Experts CLE Certer
The Mational Law Journal Aftorneys Legal Dictionary
Smart Litigtor CAREER
Lawwvjobhs
About ALM | About Lawecom | Customer Support | Reprintz | Privacy Policy | Terms & Conditions | ALM User License Agreement & N_M

Copyright 2013, ALM Media Properties, LLC. All rights reserved.

It ||||'!'._ Innpvalion Connecled



