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The United States Supreme Court Issues A Big Victory For Debt Collectors 

     
As some of you know, the prevailing party in a lawsuit must bear his or her own legal fees and 

legal costs unless there is a contract between the parties or statute stating otherwise.  On Tuesday, the 
United States Supreme Court in Marx v. General Revenue Corp. issued a significant decision for debt 
collectors.  This decision allows debt collectors to collect their legal fees or legal costs if they prevail 
against a plaintiff alleging that the debt collector violated the Fair Debt Collections Practices Act. 

 
Ms. Marx filed the underlying lawsuit against a debt collector, alleging that the debt collector 

violated the FDCPA by making threating phone calls and sending threatening faxes to her place of 
employment.  Ms. Marx lost her case and the trial court ordered her to pay the debt collector’s legal costs 
pursuant to Rule 54 of the Federal Rules of Civil Procedure.  Ms. Marx’s case made it all the way to the 
United States Supreme Court—and she argued that Section 1692k(a)(3) of the FDCPA displaced the trial 
court’s authority to order her to pay the debt collector’s legal fees.  The Supreme Court disagreed with 
Ms. Marx.  The Supreme Court’s decision affirms that prevailing defendant debt collectors have two 
means by which they can collect at least a portion of their legal fees or legal costs from plaintiffs who 
allege that the debt collectors violated the FDCPA:  

  
(1) First, Section 1692k(a)(3) of the FDCPA allows a federal court to order a plaintiff to pay a 

defendant debt collector’s legal fees if the defendant debt collector prevails in the lawsuit 
and the federal court finds that the plaintiff filed the lawsuit in “bad faith and for the 
purpose of harassment.” 

 
(2) Second, Rule 54 of the Federal Rules of Civil Procedure allows a federal court to award 

prevailing parties, which includes prevailing defendant debt collectors, the legal costs that 
they incurred (filing fees, witness fees, travel expenses, transcript fees) while litigating the 
lawsuit. 

 
This decision is significant because several lower federal courts had previously held that Rule 54 

and Section 1692k(a)(3) are mutually exclusive, stating that prevailing defendant debt collectors can only 
collect their legal fees and/or legal costs under Section 1692k(a)(3).  As stated above, Section 
1692k(a)(3) requires the debt collector to prove bad faith and harassment, which are extremely hard to 
prove. 
 

Other lower federal courts had held that Section 802 and Rule 54 are not mutually exclusive, 
stating that prevailing defendant debt collectors can collect their legal costs (which is always lower than 
legal fees) under Rule 54 if there is no finding of “bad faith” and “harassment.”  The Supreme Court in 
Marx agreed that Section 802 and Rule 54 are not mutually exclusive.   
 

While legal costs are not nearly as high as legal fees, these costs can add up very quickly in 
litigation.  In the Marx case, the plaintiff, who had defaulted on her student loans, was ordered to pay over 
$4,500 in costs.  Given that she apparently had problems with re-paying her student loans, I am certain 
that the $4,500 is not a welcome expense—especially since she never responded to the debt collector’s 
offer to pay her $1,500 to settle the case before the case went to trial!  Please keep in mind that the trial 
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court has discretion on the issue of whether to order the plaintiff to pay the defendant’s costs under both 
Rule 54 and Section 1692k(a)(3). 

  
Please follow me on Twitter @cfpbattorney and all of our prior weekly updates are on our website, 
www.cfpaguide.com/weeklyupdates   
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