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Legal Disclaimer
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This information contained in this report is not intended to be legal advice and may not be used as legal
advice. Legal advice must be tailored to the specific circumstances of each case. Every effort has been
made to assure this information is up-to-date. It is not intended to be a full and exhaustive explanation
of the law in any area, however, nor should it be used to replace the advice of your own legal counsel.
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About the Webinar
insideCompliance: How to Survive a CFPB Audit – Debt Buyer Edition (June 2014)
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Ronald Rubin is a partner at Hunton & Williams in Washington, DC. Ron's practice
focuses on CFPB and SEC enforcement investigations and litigation, regulatory
examinations and white-collar criminal defense. Ron was one of the earliest
employees at the Consumer Financial Protection Bureau, where he was an
enforcement attorney in the Supervision, Enforcement and Fair Lending Division. He
played an important role in building the new agency's enforcement capabilities, created a standard
format for all of the Office of Enforcement policies and procedures, and drafted many critical internal
rules of operations, such as the Enforcement Action Process and the NORA procedures. Ron has
extensive knowledge of the Dodd-Frank Act and other consumer financial law overseen by the CFPB.
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Buyer’s Remorse: Top Three CFPB Challenges for Debt Buyers
Debt purchasers, probably more than any other type of business, are in the sights of the Consumer
Financial Protection Bureau because they work in what was once the most overlooked area of accounts
receivable management. Different companies have different models, but the common debt lifecycle is:
companies will buy debt, try to collect on it and then sell it for less than the purchase price, hopefully
collecting something in the meantime. Then, there's another company that buys that debt. Ultimately,
the more the debt is bought and sold, the lower quality it becomes because some people actually repay
the debt.
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As the CFPB looks to reform debt purchasing – through its Advance Notice of Proposed Rulemaking,
changes to the Fair Debt Collection Practices Act and more – there are three key areas that will likely see
changes first, and the collection industry needs to be proactive in addressing these issues: basis for
collecting debt, time-barred debt and litigation.

Reasonable Basis for Collecting Debt

The CFPB believes that certain circumstances create doubt regarding the validity of a debt, and require
additional investigation before contacting creditors. These situations include:





Creditor disputes (oral or written)
Purchase agreements with disclaimers
Purchase agreements without original documentation
Debt portfolios with known inaccuracies

For debt buyers, weeding out the portfolios with known inaccuracies may ultimately be the best way
to prevent a CFPB audit from yielding any penalties.
If you're buying debt from somebody and it doesn't have warranties and original documentation, and
then it turns out there is a lot of problem with the debt, that raises the bar for the research you need to
do or the documents you need to have to make sure that the information you're buying is correct. It
boils down to common sense; if a creditor or another debt buyer wants to sell you a product, they
better be able to back it up.
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