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The Consumer Financial Protection Bureau (CFPB)recently finalized two new regulations to implement

the Fair Debt Collection Practices Act(FDCPA; 15 U.S.C. §§1692-1692f), which seeks to “eliminate

abusive debt collection practices by debt collectors.” On November 30, 2020, the CFPB issued a final rule

on how debt collectors may communicate with consumers. On January 19, 2020, the CFPB published a

second ruleclarifying what information debt collectors must disclose to consumers.

This Insight provides an overview of the debt collection market and its regulation and analyzes major

parts of the CFPB’s two new rules. For more information about debt collection, see CRS Report R46477,

The Debt Collection Market and Selected Policy Issues, by Cheryl R. Cooper.

Debt Collection Market and Regulation

When a consumer defaults on a debt, a third-party debt collector often collects the debt obligation rather

than the original lender. Lenders contract with debt collectors to col ect their debts. The U.S. debt

collection market is large and impacts many consumers. According to a CFPB survey,approximately one-

third of consumers with a credit bureau file reported being contacted by at least one lender or assigned

debt collector trying to collect on a debt in the previous year.

Debt collectors general y expect to collect only a fraction of the total value of any particular debt,

knowing that some consumers wil not pay back their debts in full. Therefore, both parties can negotiate

the amount and payment schedule of the debt. If a consumer does not settle a debt, the debt owner often

has several options, such as taking the collateral for secured loans (e.g., car, house) or garnishing a

consumer’s wages after obtaining a court order. Debt collectors have the option, but are not required, to

furnish information about the debt to credit bureaus.

Consumers do not choose the debt col ectors with whom they engage. Therefore, consumer protection

laws and regulations may be particularly consequential in this market. According to the CFPB, debt

collection is the consumer finance market with the second-most complaints, accounting for 21% of the

total complaints received in 2019.
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The FDCPA is the primary federal statute regulating the consumer debt collection market. It general y

applies only to debt collectors, not the original lenders. The FDCPA prohibits debt collectors from

engaging in certain types of conduct (such as misrepresentation or harassment) when seeking to collect

certain personal, family, or household debts from consumers and grants consumers the right to dispute or

stop some communications about an al eged debt. In addition, the FDCPA requires debt collectors to send

consumers notification that discloses certain information about their debts. The Dodd-Frank Wal Street

Reform and Consumer Protection Act(P.L. 111-203) granted the CFPB authority over the FDCPA, and it

became the first federal agency empowered to write regulations to implement the FDCPA.

CFPB’s Two FDCPA Regulations

In recent years, the CFPB has been actively engaged in rulemaking intended to clarify and update FDCPA

provisions. The following describes selected provisions of the CFPB’s two finalized rules, which have

received significant attention from stakeholders.

First Rule: Communication

The CFPB’s first regulation general y seeks to clarify appropriate communication tactics for debt

collectors. The rule general y limits debt collector phone cal s to seven times in a seven-day period and

prohibits debt collectors from making cal s within a week after speaking by phone to a consumer. A CFPB

survey, however, noted that most consumers considered four or more cal s per week too much contact.

Some consumer advocates take this as evidence that the phone cal limit should be lower, while industry

groupsargue that a lower limit would be too restrictive, making it more difficult for them to contact

consumers.

The rule also clarifies that debt collectors can use newer technologies, such as email and text messages, to

communicate with consumers. Debt collectors are able to use these communication tools without limit;

however, the rule requires a reasonable and simple method for consumers to opt out of these types of

messages. Although some commentators believe that these new technologies could be convenient for

consumers and reduce debt collection costs, others argue that al owing debt collectors to send unlimited

emails and text messages could lead to consumer abuse.

Second Rule: Disclosure

The CFPB’s second regulation clarifies the information a debt collector must include in the disclosure it

sends to consumers at the onset of communication. It requires disclosure of certain information about the

debt and consumers’ rights in the debt collection process, such as how to dispute a debt. The regulation

also al ows a debt collector to obtain a “safe harbor” from liability by using a model validation notice.

Furthermore, the rule bars debt collectors from furnishing information about a debt to a credit bureau

before communicating with the consumer about the debt by phone or mail.

In addition, debt collectors are prohibited from suing or threatening to sue consumers in the case of time-

barred debts. Many states limit the length of time consumers can be sued on a debt after it goes into

collection. General y, the statute of limitations is between three and six years. Even though consumers are

no longer able to be sued on time-barred debts after this period elapses, in most states, debt col ectors can

continue to collect on these debts using other means (e.g., letters, phone cal s). Under certain conditions,

these debts can be revived. For example, in some states, if a consumer makes a partial payment on a debt

or acknowledges it in writing, a debt collector can sue on the debt after the statute of limitations has

expired. Some consumers may not be aware of these laws and therefore may unintentional y revive their

time-barred debts. The CFPB considered mandating a time-barred debt disclosure and found in its

researchthat disclosures can reduce the potential for deception for many consumers. However, the
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CFPB decidednot to finalize a time-barred debt disclosure due to concerns about (1) debt collector

compliance costs incurred to determine whether a debt is time-barred and (2) whether the proposed

disclosure would effectively communicate a debt’s legal status to consumers.



Author Information



Cheryl R. Cooper



Analyst in Financial Economics









Disclaimer

This document was prepared by the Congressional Research Service (CRS). CRS serves as nonpartisan shared staff

to congressional committees and Members of Congress. It operates solely at the behest of and under the direction of

Congress. Information in a CRS Report should not be relied upon for purposes other than public understanding of

information that has been provided by CRS to Members of Congress in connection with CRS’s institutional role.

CRS Reports, as a work of the United States Government, are not subject to copyright protection in the United

States. Any CRS Report may be reproduced and distributed in its entirety without permission from CRS. However,

as a CRS Report may include copyrighted images or material from a third party, you may need to obtain the

permission of the copyright holder if you wish to copy or otherwise use copyrighted material.



IN11590 · VERSION 1 · NEW





EPUB/nav.xhtml

CFPB Finalizes Two New Debt Collection Regulations

		CFPB Finalizes Two New Debt Collection Regulations





  
    		
      Cover
    


  





EPUB/media/media/2021-02-03_IN11590_ac2e744989a946fb8457a9abf8fb56c7b7ed6a8b.png
Congressional
Research Service [ INSIGHT |
'A Informing the legislative debatesince 1914

CFPB Finalizes Two New Debt Collection
Regulations

February3, 2021

The Consumer Financial Proteston Bureau (CPPE) recently fnalized o new regultions o implement
the Faie Dely Colcton Practices Act (FOCPA; 15U, C. $§1692-16920) which sccks to “ciminae
abusive debt callction practics by deb colketors.” On November 30, 2020, the CFPBissucd a fnal rule
on how debt ollctors mey communiate wih consumes. On Junuary 9. 2020, the CFPB publhed a
Sccond ul claifying what mformation debt collctors must diclos o consumes

This nsight provides on ovrview ofthe debt colction marketand s regulition nd snabyzes msor

parts of the CFP's o new . For more formation bou debt calketion, see CRS Report RA6477,
The Debs Colletion Market and Slected Policy Issue, by CheeyIR. Cooper.

Debt Collection Market and Regulation

Whena consumer defauls on a debt, a third-pary det colketoroften colkes the debt cbligation rather
thanth orginal ender Lenders coniact with debt ollectors o colet he debts. The US. debt
collction marketis kg and impacts many consumers. According 104 CFPB surcy,approximacly one-
hird of consumers withcrei burcsu il reported being contacted by t kast one lende o assgned
bt collctor trying o colston s debt in the previous yesr.

Debtcollcctors gencrally expect o collct only  fracton of the toal vlue ofany partcular debi,
Knowing that some consumers il 0t pay back thei debis i fll. Theefore, both partes can ngotae
e amountand payment schedule of the bt £ consumer docs ot scutk a deb, he debtowner ofen
Ias severalopions, such a aking th collcal for sccured oans (e, car, hous) o garnkhig
consume's wases aercblining ourt order, Db colcors have the option, but are ot required, 1o
Turmish nformaton sbout the debt 0 cred burcas.

(Consumers do no choose the debt colctors with whom they engage. Threfor, consumer protecion
laws and egulations may be paricularly consequental i ths markel According o the CFPE debt
collction i the consumer finance marketwith the second-most complats, accounting fo 21% of e
total complints recened in 2019

CongressionalResearch Service
htpscrsroposs congess gov
NS0

ConmtscofCangass






EPUB/media/file1.png





EPUB/media/file0.jpg
Congressional

23 Research Service
Informing the legislative debate since 1914






