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Old Debts That Won't Die

Larry Mayer for The New York Times
Timothy McCollough stopped making payments on a credit card in 1999 and continues to be haunted by the unpaid

balance.
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Timothy McCollough freely admits that he stopped making payments SIGN INTO E-
on his Chase Manhattan credit card in 1999. He says he did not have MAIL FHALED
the means to pay after he was disabled by a head injury that cost him PRINT L
his job as a school security guard. SINGLE PAGE 2
But more than a decade later, Mr. McCollough, who is 52 and lives in REPRINTS
Laurel, Mont., is still haunted by the unpaid balance, which was .
originally about $3,000. {sﬂﬁlﬁhﬁlﬁﬂt‘:‘[

FILM FESTIVAL 6.
In 2007, he was sued a second time over the debt, and this time the ;
suit contended that he owed significantly more: $3,816 in credit card o
debt, plus $5,536 in interest and $481 in legal fees. As he did the first time, Mr. 0
McCollough sent a handwritten note to the court explaining that the statute of limitations
on the debt had passed. 10.
“I have had no dealing with any credit card in 8 1/2 years,” he wrote to the court. “The pain coto

they caused is worth more than the money they want.”
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Mr. McCollough is not the only borrower being pursued for a balance that has expired.
Such claims are routinely sold on debt collection Web sites, where out-of-statute debt is for
sale for a penny or less on the dollar.

In most states, it is legal for collectors to pursue out-of-statute debt, as long as they do not
file a lawsuit or threaten to do so.

But some lawsuits are filed anyway, and consumer groups and even some industry
consultants argue that collectors routinely harass debtors for unpaid balances that have
exceeded the statute of limitations. In some cases, collectors have unlawfully added fees
and interest.

“It’s so cheap, if you can work it smart, you don’t need to collect that much,” said John
Pratt, a consultant to the debt-buying industry and an author of “Debt Purchasing: An

On the Norm

ALSO IN T MAGAZINE »

Now showing: Dennis Hopper
The smell of art

nytimes.com

andy coast

& MAGAZINE

Investor’s Guide to Buying Debt” (Morris Publishing, 2005). He said investors in old debt
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generally hoped to recoup two and half times what they paid for a group of claims.

Because collectors cannot sue on old debt, he said, they are more likely to resort to abusive
tactics. “Time-barred debt is where the worst abuse has occurred towards the debtor,” he
said.

In a report issued July 12, the Federal Trade Commission called for “significant reforms” in
the debt collection industry and recommended that states change the murky laws that
govern out-of-statute debt.

The statute of limitations for debt varies by state, generally from three to 10 years. In many
states, collectors can restart the clock if they can persuade the consumer to make even a
tiny payment toward the old debt. Debt collectors generally do not tell consumers that
making a payment will revive the debt so it can be legally pursued.

“The point of the payments is not so much to get the money” as it is to restart the clock,
said Daniel Schlanger, a New York lawyer who represents consumers in cases against debt
collectors.

The F.T.C., in its report, recommends that states make sure the statute of limitations for
outstanding debt is clear and that collectors filing a lawsuit be required to prove that the
debt is not out of statute.

In addition, the agency recommends that states require collectors to tell consumers that
they are not entitled to sue on out-of-statute debt and that making a partial payment
revives the entire liability.

Rozanne Andersen, chief executive of ACA International, an association of debt collection
companies, said she did not believe that old consumer debt should expire at all. The money
is owed whether the debt is a month old or 10 years old, she said.

Ms. Andersen says her association opposes filing lawsuits against out-of-statute debt or
using trickery to get consumers to pay. But she says she sees nothing wrong with debt
collectors pursuing legitimate debts, even if that might spur the borrower to restart the
statute of limitations.

In addition, she said it was ridiculous to expect debt collectors to warn consumers that
their debts had expired.

“It suggests that if a consumer can avoid paying for a certain period of time, they will enjoy
a windfall,” she said, adding later, “People are obligated to pay their debts, whether the
statute of limitations period has run or not.”
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A version of this article appeared in print on July 31, 2010, on page B1
of the New York edition.

Times Reader 2.0: Daily delivery of The Times - straight to your computer.

Subscribe for just $4.62 a week. SIGN IN TO E-

MAIL
PRINT
SINGLE PAGE

REPRINTS

Past Coverage
In New York, Some Judges Are Now Skeptical About Debt Collectors' Claims (May 8, 2010)
Learning How To Fight The Collector (April 24, 2010)
Credit Bailout: Issuers Slashing Card Balances (June 16, 2009)
So You're Dead? Don't Expect That to Stop the Debt Collector (March 4, 2009)

Related Searches
Personal Finances Get E-Mail Alerts

Collection Agencies Get E-Mail Alerts

http://www.nytimes.com/2010/07/31/business/31collect.ntml? r=2& scp=1& sg=rozanne%o?2...

Page 2 of 3

ADVERTISEMENTS

Ehe New ok Times
The Weekender

Friday. Saturday. Sunday.|

Find your dream home with
The New York Times Real Estate

Fan The New York Times on Facebook

Watch today's top videos

See the news in the making. Watch
TimesCast, a daily news video.

Missed a day of The New York Times?

LEARN MORE >

With TimesReader 2.0, you'll always
have the past 7 issues on hand.

Advertise on NYTimes.com

Tl

8/5/2010



http://www.nytimes.com/2010/07/31/business/31collect.html?_r=2&scp=1&sq=rozanne%2

Old Debts Never Die - They Are Sold to Collectors - NY Times.com Page 3 of 3

INSIDE NYTIMES.COM

FASHION & STYLE » TELEVISION » HOME & GARDEN » OPINION » ART & DESIGN » OPINION »
. ; Op-Ed:
| TOKENS Campalgnl_ng
- stor , to the Choir

The real religious
uproar in Tennessee
isn’t about Islam — it’s
about Christianity,

I F : ’ : L1 writes Amy Greene. v !
A Place Where Ms. Pac-Man = Capital Cattiness Flower Arranging Finds a Seeking the ‘Eye’ for Art Room for Debate: Should
Still Has a Home Younger Audience Vacations Be Required?

Home | World | U.S. | N.Y./Region | Business | Technology | Science | Health | Sports | Opinion | Arts | Style | Travel | Jobs | Real Estate | Autos | Backto Top

Copyright 2010 The New York Times Company Privacy Terms of Service Search Corrections RSS First Look Help Contact Us Work for Us | Advertise | Site
Map

http://www.nytimes.com/2010/07/31/business/31collect.html? r=2& scp=1& sg=rozanne%2... 8/5/2010



http://www.nytimes.com/2010/07/31/business/31collect.html?_r=2&scp=1&sq=rozanne%2

