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Debt collection giant filed lawsuits even when it lacked
documentation about the debt

MAR 23, 2023

WASHINGTON, D.C. - The Consumer Financial Protection Bureau (CFPB) took action today
against Portfolio Recovery Associates, one of the largest debt collectors in the nation, for
violating a 2015 CFPB order and engaging in other violations of law. The CFPB filed a
proposed order today that, if entered by the court, would require Portfolio Recovery
Associates to pay more than $12 million to consumers harmed by its illegal debt collection
practices, in addition to a $12 million penalty that would be deposited into the CFPB's
victims relief fund. Portfolio Recovery Associates violated the 2015 order by collecting on
unsubstantiated debt, collecting on debt without providing required documentation and
disclosures to consumers, suing or threatening legal action against consumers without
offering or possessing required documentation, and suing to collect on debt outside the
statute of limitations. Portfolio Recovery Associates also failed to properly investigate and
resolve consumer disputes about the company's credit reporting. Today's action is one of
many actions the CFPB has recently taken to hold repeat offenders accountable.

“After getting caught red-handed in 2015, Portfolio Recovery Associates continued violating
the law through intimidation, deception, and illegal debt collection tactics and lawsuits,”
said CFPB Director Rohit Chopra. “CFPB orders are not suggestions, and companies cannot
ignore them simply because they are large or dominant in the market.”
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Portfolio Recovery Associates is a wholly-owned subsidiary of publicly traded PRA Group
(NASDAQ: PRAA), and is one of the largest debt collectors in the United States. The
company'’s principal headquarters is in Norfolk, Virginia. PRA Group reported net income of
over $183 million in 2021.

In September 2015, the CFPB ordered (cfpb.gov/about-us/newsroom/cfpb-takes-action-aga
inst-the-two-largest-debt-buyers-for-using-deceptive-tactics-to-collect-bad-debts/) Portfolio
Recovery Associates to pay more than $27 million in consumer refunds and penalties for
deceptive debt collection tactics. In that case, the CFPB found that Portfolio Recovery
Associates collected on unsubstantiated debt, filed misleading affidavits in debt-collection
actions, misrepresented that it intended to prove debts if consumers contested them, and
misrepresented that the company had legally enforceable claims to debts outside of the

applicable statutes of limitations.

The 2015 order required Portfolio Recovery Associates to adhere to provisions including
prohibitions on:

= Collecting debts without a reasonable basis,

= Selling debt,

= Threatening or filing collection lawsuits without an intent to prove the debt,
= Filing false or misleading affidavits in debt-collection actions,

= Making false or misleading representations, and

= Collecting or suing on debt that was outside the statute of limitations.

In today’s complaint, the CFPB charged Portfolio Recovery Associates with violating
numerous requirements of the 2015 order during the five-year period the order was in
effect and engaging in deceptive conduct in violation of the Fair Debt Collection Practices
Act and the Consumer Financial Protection Act, including:

= Making representations about unsubstantiated debts: Portfolio Recovery Associates made
at least tens of thousands of representations about unsubstantiated, disputed debits, failing
to review the required documentation to support the claim.

= Threatening consumers with potential legal actions and initiating debt collection lawsuits
without offering or possessing required documentation: Portfolio Recovery Associates’
lawyers sent millions of form letters to consumers notifying them of potential legal action
without offering to provide all required documents. Portfolio Recovery Associates also
initiated thousands of legal actions against consumers when it lacked proper
documentation about the debt.

= Misrepresenting that it would provide certain documents within thirty days: The form letter
notifying consumers of potential legal action stated that, upon receipt of a written request
from the consumer, Portfolio Recovery Associates would provide within 30 days of request
the proof of documentation mentioned in the letter. On numerous occasions, Portfolio
Recovery Associates failed to timely provide these documents after receiving a consumer’s
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written request for them. This impeded consumers’ ability to determine whether a debt was
truly owed and how they should respond to allegations of outstanding debts.

= Collecting on time-barred debt without making required disclosures: On numerous
occasions, Portfolio Recovery Associates did not provide the required disclosures to
consumers when collecting on debts beyond the statute of limitations. When the company
purchased debt, it estimated the statute of limitations that governed the debt, and in some
cases that date was later than the actual statute of limitations.

= Suing to collect on time-barred debt: Portfolio Recovery Associates initiated at least dozens
of lawsuits for debt that was too old to legally enforce. In doing so, Portfolio Recovery
Associates falsely represented that those consumers had legally enforceable obligations to
pay those debts when in fact they did not because the debt was outside the statute of
limitations.

The CFPB also alleges that Portfolio Recovery Associates committed numerous violations of
the Fair Credit Reporting Act and its implementing Regulation V, which include:

= Failing to inform consumers about investigation outcomes: On numerous occasions when
Portfolio Recovery Associates determined that a consumer’s dispute was frivolous or
irrelevant, it failed to timely inform the consumer about what information would be
necessary for Portfolio Recovery Associates to investigate the dispute.

= Failing to timely resolve disputes: On at least tens of thousands of occasions, Portfolio
Recovery Associates failed to resolve disputes within the required time.

= Conducting unreasonable investigations: On numerous occasions when a consumer
alleged fraud or identify theft, Portfolio Recovery Associates did not conduct a sufficient
investigation that considered all necessary information.

Enforcement Action

Under the CFPA, the CFPB has the authority to take action against institutions violating
consumer financial laws, including engaging in unfair, deceptive, or abusive acts or

practices. The CFPB alleges that Portfolio Recovery Associates violated the 2015 order, the
CFPA's prohibition on deceptive conduct, the FDCPA, FCRA, and Regulation V.

If entered by the court, the order would require Portfolio Recovery Associates to:

= Provide redress to consumers: Portfolio Recovery Associates would pay at least $12.18
million to consumers harmed by its illegal collection practices.

= Clean up its faulty operations: The order prohibits Portfolio Recovery Associates from
collecting debts unless it has access to certain documents that meet its obligation to have a
reasonable basis to believe it is collecting debts that consumers actually owe.

= Fix its failures to properly respond to consumers: The order requires Portfolio Recovery
Associates to improve their response when consumers report that they do not owe a debt
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because of fraud or identity theft. And it ensures that Portfolio Recovery Associates
adequately responds to consumer disputes in a timely manner about information Portfolio
Recovery Associates has furnished to consumer reporting agencies.

= Pay $12 million in penalties: Portfolio Recovery Associates would pay a $12 million penalty
to the CFPB, which would be deposited into the CFPB’s victims relief fund (cfpb.gov/enforc
ement/payments-harmed-consumers/civil-penalty-fund/).

Read today’s proposed order. (cfpb.gov/enforcement/actions/portfolio-recovery-associates-
llc/)

Read the 2015 order against Portfolio Recovery Associates (cfpb.gov/enforcement/actions/

portfolio-recovery-associates/).

In December, the CFPB proposed a new registry (cfpb.gov/about-us/newsroom/cfpb-propo

ses-registry-to-detect-repeat-offenders/) to help detect and deter repeat offenders like
Portfolio Recovery Associates. The public can submit comments (cfpb.gov/rules-policy/notic
e-opportunities-comment/archive-closed/registry-of-nonbank-covered-persons-subject-to-a

gency-court-orders/) on the proposal until March 31, 2023.

If you or someone you know needs help dealing with a debt collector (cfpb.gov/consumer-t

ools/debt-collection/), the CFPB publishes resources on how to protect your legal rights and
navigate your financial future.

Consumers can submit complaints about financial products or services by visiting the
CFPB's website (cfpb.gov/complaint/) or by calling (855) 411-CFPB (2372).

Employees of companies who they believe their company has violated federal consumer
financial laws are encouraged to send information about what they know to
whistleblower@cfpb.gov.

The Consumer Financial Protection Bureau is a 21st century agency that implements and
enforces Federal consumer financial law and ensures that markets for consumer financial
products are fair, transparent, and competitive. For more information, visit
www.consumerfinance.gov (http://www.consumerfinance.gov/).

PRESS INFORMATION

If you want to republish the article or have questions about the
content, please contact the press office.

Go to press resources page (cfpb.gov/about-us/newsroom/press-resources/)
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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

- X

MARY ELLEN TOOHEY, SHERRY
CAMPBELL, SCYNETTE COOK, JULIA
GREENWOOD, IRENE LOFTIN, ELAINE
SHERRY, and HOWARD ZUBIN,
individually and on behalf of all others
similarly situated,

No. 15 Civ. 8098 (GBD)

Plaintiffs,
-against-

PORTFOLIO RECOVERY ASSOCIATES,
LLC, MALEN & ASSOCIATES, P.C,,

Defendants.

[RPROBESED] APPROVAL ORDER AND JUDGMENT
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WHEREAS, an action is pending before this Court entitled Toohey, et al. v. Portfolio
Recovery Associates, LLC, et al., No. 15 Civ. 8098 (the “Action”™);

WHEREAS, Plaintiffs Mary Ellen Toohey, Sherry Campbell, Scynette Cook, Julia
Greenwood, Irene Loftin, Elaine Sherry, and Harry Zubin (collectively the “Plaintiffs”), on
behalf of themselves and the Settlement Class (defined below), and Portfolio Recovery
Associates, LLC (“PRA”) and Malen & Associates, P.C. (“Malen”) (collectively the
“Defendants”) have entered into a Stipulation and Agreement of Settlement dated November 30,
2019 (the “Settlement Agreement”), that provides for a complete dismissal with prejudice of the
claims asserted against Defendants in the Action on the terms and conditions set forth in the
Settlement Agreement, subject to the approval of this Court (the “Settlement”);

WHEREAS, all capitalized terms used in this Order that are not otherwise defined herein
have the meanings defined in the Settlement Agreement;

WHEREAS, by Order dated March 5, 2020 (the “Preliminary Approval Order”), this
Court: (a) preliminarily approved the Settlement; (b) certified the Settlement Class solely for
purposes of effectuating the Settlement; (c¢) ordered that notice of the proposed Settlement be
provided to potential Class Members; (d) provided Class Members with the opportunity either to
exclude themselves from the Settlement Class or to object to the proposed Settlement; and (e)
scheduled a hearing regarding final approval of the Settlement;

WHEREAS, due and adequate notice has been given to the Settlement Class;

WHEREAS, the Court conducted a hearing on July 16, 2020 (the “Fairness Hearing”) to
consider, among other things, (a) whether the terms and conditions of the Settlement are fair,
reasonable and adequate to the Settlement Class, and should therefore be approved; and (b)
whether a judgment should be entered dismissing the Action with prejudice as against the
Defendants; and

WHEREAS, the Court having reviewed and considered the Settlement Agreement, all
papers filed and proceedings held herein in connection with the Settlement, all oral and written
comments received regarding the Settlement, and the record in the Action, and good cause

appearing therefor;
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IT IS HEREBY ORDERED, ADJUDGED AND DECREED as follows:

l. The Court has jurisdiction over the subject matter of this Action, including the
terms and conditions of the Settlement Agreement and all exhibits submitted in support thereof,
and over all parties to the Action and all Class Members.

2. This Judgment incorporates and makes a part hereof: (a) the Settlement
Agreement, and (b) the Notice Form previously filed with the Court.

3. The Court hereby finally certifies the following class for the purposes of
settlement only (the “Settlement Class”), pursuant to Rule 23(a) and Rule 23(b)(3) of the Federal
Rules of Civil Procedure: all persons against whom PRA and/or Malen obtained default
judgments in the State of New York related to the collection of consumer debt from October 14,
2012 through October 14, 2015. Excluded from the Class are the officers and directors of any
Defendant at all relevant times, members of their immediate families and their legal
representatives, heirs, successors or assigns, and any entity in which any Defendant has or had a
controlling interest; decedents; and any person with a pending action before any U.S. Bankruptcy
Court as of the date of preliminary settlement approval. Also excluded from the Settlement
Class are those who timely and validly request exclusion pursuant to the Preliminary Approval
Order.

4. The Court hereby affirms its appointment of Plaintiffs as Class Representatives
for the Settlement Class, and Frank LLP as Class Counsel for the Settlement Class. The Court
finds that Plaintiffs and Class Counsel have fairly and adequately represented the Settlement
Class both in terms of litigating the Action and for purposes of negotiating, entering into and
implementing the Settlement, have done so at all times during the pendency of this Action, and
have satisfied the requirements of Rules 23(a)(4) and 23(g) of the Federal Rules of Civil
Procedure.

5. This Court finds that the form of notice and the notice methodology (together the
“Notice Program”):

a. were implemented materially in accordance with the terms of the Settlement

Agreement and the Court’s Preliminary Approval Order;
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b. constituted the best practicable notice to Class Members under the
circumstances of the Action;

c. were reasonably calculated, under the circumstances, to apprise Class
Members of: (i) the proposed Settlement of this Action; (ii) their right to
exclude themselves from the Settlement Class; (iii) their right to object to any
aspect of the proposed Settlement; (iv) their right to appear at the Fairness
Hearing, either on their own or through counsel hired at their own expense, if
they are not excluded from the Settlement Class; and (v) the binding effect of
the proceedings, rulings, orders, and judgments in this Action, whether
favorable or unfavorable, on all persons who are not excluded from the
Settlement Class;

d. were reasonable and constituted due, adequate, and sufficient notice to all
persons and entities entitled to be provided with notice of the Settlement; and

e. fully satisfied all applicable requirements of the Federal Rules of Civil
Procedure (including Rules 23(c) and (d)), the United States Constitution
(including the Due Process Clause), the Rules of the Court, and any other
applicable laws and rules.

6. In light of the benefits to the Settlement Class, the complexity, expense, risk and
possible duration of further litigation against the Defendants, pursuant to Rule 23 of the Federal
Rules of Civil Procedure, the Court hereby fully and finally approves the Settlement as set forth
in the Settlement Agreement, and finds that the Settlement is, in all respects, fair, reasonable and
adequate, and in the best interests of Plaintiffs, the Settlement Class, and the Class Members.
This Court further finds the Settlement was the result of arm’s-length negotiations between
experienced counsel respectively representing the interests of Plaintiffs, the Settlement Class,
and the Defendants. The Settlement shall be consummated in accordance with the terms and
provisions of the Settlement Agreement.

7. The Action and all the claims asserted against Defendants in the Action by

Plaintiffs and the other Class Members are hereby dismissed with prejudice. The Parties shall
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bear their own costs and expenses, except as otherwise expressly provided for in the Settlement
Agreement.

8. The terms of the Settlement Agreement and the Judgment shall be forever binding
on Defendants, Plaintiffs and all other Class Members (regardless of whether or not any
individual Class Member obtains a distribution from the Settlement Fund), as well as their
successors and assigns.

9. The Releases set forth in section IV.C of the Settlement Agreement, together with
the definitions of the Settlement Agreement relating thereto, are expressly incorporated herein in
all respects. The releases are effective as of the Final Settlement Date. Accordingly, this Court
orders that:

a. Without further action by anyone, upon the Final Settlement Date, Plaintiffs
and each of the other Class Members, on behalf of themselves, and their
respective immediate family members, heirs, executors, administrators,
predecessors, successors, and assigns, in their capacities as such, shall be
deemed to have, and by operation of the Settlement Agreement, of law, and of
this Judgment shall have, fully, finally, and forever compromised, settled,
released, resolved, relinquished, waived and discharged each and all Released
Claims against the Released Persons, and shall forever be barred and enjoined
from prosecuting any or all of the Released Claims against any of the
Released Persons.

b. Without further action by anyone, upon the Final Settlement Date,
Defendants, on behalf of themselves, and their immediate family members,
respective heirs, corporate parents, subsidiaries, general or limited partners,
controlled entities, officers, directors, insurers, executors, administrators,
predecessors, successors, and assigns, in their capacities as such, shall be
deemed to have, and by operation of the Settlement Agreement, of law, and of
the Judgment shall have, fully, finally, and forever compromised, settled,

released, resolved, relinquished, waived, and discharged each and every claim
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against Plaintiffs, the Class Members, and Class Counsel arising out of;
relating to, or in connection with, the institution, prosecution, assertion,
settlement, or resolution of the Action or the Released Claims.

10. Upon the date of this Order, to the extent allowed by law, the Settlement
Agreement shall operate conclusively as an estoppel and full defense in the event, and to the
extent, of any claim, demand, action, or proceeding brought by a Class Member against any of
the Released Persons with respect to any Released Claims, or brought by a Defendant against
any of the Settlement Class with respect to any Released Person’s Claims.

11. Notwithstanding paragraphs 9 through 10 above, nothing in this Judgment shall
bar any action by any of the Parties to enforce or effectuate the terms of the Settlement
Agreement or this Judgment.

12, The foregoing releases shall not apply to any person or entity listed on
Attachment 1 hereto and all persons whose names appear on Attachment 1 hereto are hereby
excluded from the Settlement Class, are not bound by this Judgment, and may not make any
claim with respect to or receive any benefit from the Settlement.]

13.  Nothing in this Judgment constitutes or reflects a waiver, release or discharge of
any rights or claims Defendants may have against their insurers, or their insurers’ subsidiaries,
predecessors, successors, assigns, affiliates, or representatives.

14.  Neither the Settlement Agreement nor the terms of the Settlement Agreement
shall be offered or received into any action or proceeding for any purpose, except: (i) in an action
or proceeding arising under the Settlement Agreement or arising out of this Judgment; (ii) in any
action or proceeding where the releases provided pursuant to the Settlement Agreement may
serve as a bar to recovery; or (iii) in any action or proceeding to determine the availability,
scope, or extent of insurance coverage (or reinsurance related to such coverage) for the sums
expended for the Settlement and defense of the Action.

15. This Court finds and concludes that during the course of the litigation, Plaintiffs,

Class Counsel, Defendants, and Defendants’ Counsel at all times complied with the requirements
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of Rule 11 of the Federal Rules of Civil Procedure in connection with the institution,
prosecution, defense and settlement of the Action.

16.  The Settling Parties are hereby authorized, without further approval of the Court,
to unanimously agree to and adopt in writing such amendments, modifications, and expansions
of the Settlement Agreement and all exhibits submitted in support thereof, provided that such
amendments, modifications, and expansions of the Scttlement Agreement are done in accordance
with the terms of the Settlement Agreement, are not materially inconsistent with this Judgment,
and do not materially limit the rights of Class Members under the Settlement Agreement.

17. Neither this Judgment, the Memorandum of Understanding, the Settlement
Agreement, including the exhibits submitted in support thereof, the negotiations leading to the
execution of the Memorandum of Understanding and the Settlement Agreement, nor any
proceedings taken pursuant to or in connection with the Memorandum of Understanding, the
Settlement Agreement and/or approval of the Settlement (including any arguments proffered in
connection therewith):

a. shall be offered against any of the Released Persons as evidence of, or
construed as, or deemed to be evidence of any presumption, concession, or
admission by any of the Released Persons with respect to the truth of any fact
alleged by Plaintiffs or the validity of any claim that was or could have been
asserted or the deficiency of any defense that has been or could have been
asserted in this Action or in any other litigation, or of any liability, negligence,
fault, or other wrongdoing of any kind of any of the Released Persons or in
any way referred to for any other reason as against any of the Released
Persons, in any civil, criminal or administrative action or proceeding
(including any arbitration), other than such proceedings as may be necessary
to effectuate the provisions of the Stipulation;

b. shall be offered against any of the Class Members as evidence of, or construed
as, or deemed to be evidence of any presumption, concession or admission by

any of the Class Members that any of their claims are without merit, that any
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of the Defendants had meritorious defenses, or that damages recoverable
under the Complaint would not have exceeded the Settlement Amount or with
respect to any liability, negligence, fault or wrongdoing of any kind, or in any
way referred to for any other reason as against any of the Class Members, in
any civil, criminal or administrative action or proceeding (including any
arbitration), other than such proceedings as may be necessary to effectuate the
provisions of the Stipulation; or

c. shall be construed against any of the Released Persons as an admission,
concession, or presumption that the consideration to be given under the
Settlement represents the amount which could be or would have been
recovered after trial; provided, however, that the Settling Parties and the
Released Persons and their respective counsel may refer to this Judgment and
the Settlement Agreement to effectuate the protections from liability granted
hereunder and thereunder or otherwise to enforce the terms of the Settlement.

18. Without affecting the finality of this Judgment in any way, this Court retains
continuing and exclusive jurisdiction over: (a) the Settling Parties for purposes of the
administration, interpretation, implementation and enforcement of the Settlement; (b) the
disposition of the Settlement Fund; (c) the motion for an Attorneys’ Fees and Expenses Award
by Class Counsel in the Action that will be paid from the Settlement Fund; (d) the proposed
Service Awards; (e) the distribution of the Net Settlement Fund; and (f) the Class Members for
all matters relating to the Action.

19. Separate orders shall be entered regarding approval of the proposed Service
Awards, Plaintiffs’ proposed method of distributing the Net Settlement Fund, and the motion of
Class Counsel for an Attorneys’ Fees and Expenses Award. Such orders shall in no way affect
or delay the finality of this Judgment and shall not affect or delay the Final Settlement Date.

20. Without further order of the Court, the Settling Parties may agree to reasonable

extensions of time to carry out any provisions of the Settlement.
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21. There is no just reason to delay the entry of this Judgment as a final judgment in
this Action. Accordingly, the Clerk of the Court is expressly directed to immediately enter this

final judgment in this Action.

SO ORDERED this Z / dayonZ .2020.

MMO g Dfm

\;feor%%B Daniels
United States District Judge
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Attachment 1
to Approval Order

and Judgment

Toohey et al. v. Portfolio Recovery Assocs., LLC et al.

Settlement Class Exclusion List
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