May 22, 2015
Dear Legislators,
The undersigned groups submit this letter in strong opposition of HB 2252 A-Engrossed
regarding debt buyers. This bill not only fails to address the core abusive debt collection
practices by debt buyers, it also codifies existing harmful practices. Put simply, HB 2252 AEngrossed is a step backward, not a step forward.
The Center for Responsible Lending estimates that debt buyer lawsuits are poised to extract over
$18.7 million from Oregonians, including $3.7 million via wage garnishment (See Table 1).
Without the adequate protections against lawsuit abuses, Oregonians will continue to be harmed.
Background on Debt Buying and Abuses
Debt buyers are third-party companies that purchase debts, for pennies on the dollars, from a
creditor that thinks it can no longer collect on the original debt. The types of debt being sold
include credit cards, auto loans, medical bills, student loans, and others. These debt sales often
occur with very little documentation to ensure the validity of the debt. 1 In fact, in most debt
buying deals, the purchaser simply receives an electronic database or spreadsheet with little more
than names and last known addresses. 2
Given the inaccuracies and lack of basic information, as well as the collection tactics used by
debt buyers, consumers are often harassed and wrongly sued for debts they do not owe or have
already paid or settled. 3 Recently, the Consumer Financial Protection Bureau dubbed one
collection  company  of  eight  attorneys  a  lawsuit  “factory”  after  it  filed 350,000 suits against
consumers since 2009, clogging the courts and causing unnecessary financial distress to
aggrieved  consumers.”4 The  company’s  clients  included  debt  buyers. 5
Reports suggest these tactics are often aimed at low-income people, military veterans, and elders.
For example, more than 40% of debt collection complaints by service members, veterans, and
their families to involve attempts to collect debt that is not owed. 6 For older Americans, those
over 65, nearly half of all complaints about debt collection are for debts they do not even owe. 7
HB 2522 A-Engrossed Will Not Stop Debt Buying Abuses
The abusive tactics used by debt buyers illustrate the need for targeted reforms. HB 2522 AEngrossed unfortunately does not address these abuses, and would instead codify the current
business practice of bringing collection lawsuits without sufficient documentation. Moreover,
although the bill would give the Attorney General some enforcement power, this power is
illusory when it is attached to so-called reforms that give the stamp of approval to harmful
practices. It is not unlike having the ability to enforce a law that allows 400% payday
loans. Many states have been aggressively taking action against debt buying abuses as unfair and
deceptive practices.8 By codifying existing practices, HB 2252-Engrossed  hampers  Oregon’s  
ability to similarly prevent them under its UDAP authority.
Does Not Prevent Oregonians From Being Sued for Debt They Do Not Owe
As originally introduced, HB 2522 would have taken significant steps to address abuses in debt
buyer lawsuits by requiring debt buyers to provide notice with detailed information about the
debt prior to the initiation of a lawsuit, and requiring documentary proof to be included with any
complaint. HB 2522 A-Engrossed removes all of these protections and instead codifies
inadequate current debt buying practices as the standards for debt buyer legal actions.
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In Oregon, debt buying lawsuits have boomed in recent years. For example, the number of cases
filed by a single out-of-state company in Multnomah County grew from 27 cases to over 900. 9
Another out-of-state debt buyer, Encore Capital, owns 234,000 accounts of consumer debt in
Oregon, indicating that many Oregonians risk being sued for debt they may not owe. 10
Does Not Protect Against Improper Judgments
Relying on the assumption that most people will not show up in court when sued on their debts,
debt buyers have increased their usage of the court system across the country. If a consumer does
not respond to or appear in court to defend a debt collection lawsuit, a debt buyer typically
obtains a default judgment against them, and problems with insufficient and inaccurate proof of
debt, robo-signed affidavits, and improper service of process usually go unquestioned.
The result is that default judgments are obtained against consumers based on questionable
evidence, falsified court documents, or in cases that should never have been filed in the first
place.11 One review of a sample of New York City debt buyer cases revealed that debt buyers
prevailed in 94.3% of lawsuits, usually by obtaining default judgments. 12
Judges and clerks, facing overburdened dockets, generally do not challenge the evidence that
debt buyers offer for default judgments, without specific legal authority requiring them to do
so.13 It is not surprising then that default judgments appear to be the norm in debt collection
lawsuits. A recent report on cases in New York State found that in 2011, 80% of all default
judgments in the state were in debt-collection cases. 14 A 2014 Washington Post analysis of debt
collection lawsuits filed by debt buyer Encore Capitol found that 55% of its lawsuits result in
default judgments.15
Default judgments extend the life of the debts and allow collectors to seize bank accounts,
garnish wages, and place liens on property. Default judgments may be difficult to overturn, even
if wrongly obtained or against the wrong person. HB 2252-Engrossed will not prevent these
practices.
Narrowly Applies to Credit Card Debt
In large part, HB 2522 A-Engrossed  limits  its  application  to  “open-end credit accounts.”  While  
the majority of debt buyer accounts are credit card debt, they also buy and collect medical debt,
student loans, auto loans, and other debt. Real debt buyer reforms should have appropriate
standards for documentation to collect on a debt, and those protections should apply to all
consumer debt. HB 2252 A-Engrossed has neither.
Provides An Unnecessary Stamp of Approval to Insufficient Industry Standards
HB 2522 A-Engrossed provides that the Department of Consumer and Business Services could
consider requiring certification by a national nonprofit trade association in addition
to registration. This provision serves no function other than to legitimize the debt buyer
industry’s  own  voluntary  standards,  standards  that  were  created without any consumer input or
endorsement. These certainly do not constitute substantive protections against the abuses.
In conclusion, debt collection does serve an important role in the economy. It is not an efficient
functioning of the market, however, unless the system ensures that only the actual owners of debt
are pursuing the right people for the correct amount of debt, based upon actual evidence. HB
2252-Engrossed would ensure the opposite.
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Debt collection abuses by debt buyers are worthy of state policymakers' attention. States are
uniquely positioned to address the lack of documentation prevalent in debt buyers' collection
attempts. Many states, such as North Carolina, California, and Maryland, have taken the
appropriate steps to develop strong standards that require debt buyers to possess adequate
information and documentation before collecting or pursuing collection litigation in their states.
Not only does HB 2252-A-Engrossed not meet these standards, but it provides a stamp of
approval to the very abusive practices that many other states are trying to eliminate.
For these reasons, we urge you to vote against it. For additional information or questions, please
contact Diane Standaert at 919-313-8550 or dianes@responsiblelending.org.
Sincerely,
Center for Responsible Lending
Consumer Federation of America
Consumers Union
National Association of Consumer Advocates
National Association of Consumer Bankruptcy Attorneys
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Table 1: Estimating Cost of Debt Buyer Lawsuits to Oregonians
We estimate that just one debt buyer, Encore Capital Group, through its subsidiaries such as Midland
Funding and Midland Credit Management, stands to extract millions of dollars from the Oregon economy
and  Oregonians’  pockets.  The  debt  buyer  owns  the  debt  of 234,000 Oregonians19 and the majority (51%)
of its collections revenue nationally is generated by taking people to court. 20

Estimated lawsuits17
Lawsuits that result in default
judgments
Lawsuits that result in ruling in
favor of debt buyer
Total lawsuits that result in
award to debt buyer
Estimated amount extracted
from Oregonians through
litigation18
Estimated amount to be
extracted through Wage
Garnishment

Estimates of Debt Buyer
Lawsuit Outcomes16
5% of accounts in portfolio

Estimates based on
234,000 Oregon Accounts
11,700

55%

6,432

10%

1,154

65%

7,586

$2,467 average per case that
results in award to debt buyer

$18,716,673

20% of lawsuits that result in
award to debt buyer

$3,743,335
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