E-records fail to verify credit card debt
With consumer debt being bought and sold like hot cakes, documenting a particular obligation in court can be a tricky proposition. 

Yesterday, a debt purchaser came up empty handed in a collection action because it made the mistake of relying on business records generated by third parties. 

Commonwealth Financial Systems (CFS) is a Pennsylvania company that is in the business of debt purchasing and collection. In 2004, CFS purchased from NCOP Capital the delinquent Citibank credit card account of Ms. Larry Smith. NCOP had purchased the account from Citibank. 

CFS filed a collection action against Smith in Pennsylvania court, seeking $5,436 plus interest and attorney fees. 

In order to prove what Smith owed, CFS relied on electronic spreadsheet transmissions known in the industry as “media.” 

When NCOP purchased Smith’s credit card account from Citibank, NCOP received Smith’s account information electronically from Citibank. 

In turn, upon purchasing the Smith “debt bundle” from NCOP, CFS received the same information electronically from NCOP. 

At trial, CFS’ vice president testified that this was how the industry worked. 

Unfortunately for CFS, its vice president admitted that he was not familiar with how Citibank or NCOP created or maintained their business records and electronically transmitted the spreadsheets. 

Moreover, he did not have personal knowledge regarding the accuracy of the entries on the spreadsheets. And Smith did not appear for trial because of poor health, so she could not be cross-examined about her Citibank account. 

This state of the evidence squarely presented Pennsylvania courts with the question of whether computerized files of an original creditor are admissible as the business records of a successor debt buyer. 

The trial court answered that question in the negative and entered judgment for Smith in CFS’ collection action. 

Yesterday, the Pennsylvania Superior Court came to same conclusion and affirmed the judgment against CFS. 

“Regardless of a ‘nationwide trend’ and ‘clear federal precedent’ for allowing the introduction of business records consisting of documents generated by third parties, the Pennsylvania Supreme Court has not seen fit to adopt the rule of incorporation. We decline CFS’ invitation to do so,” the court said. (Commonwealth Financial Systems v. Smith) 
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