UNITED STATES COURT OF APPEALS FOR THE SEVENTH CIRCUIT

Jeffrey Lox v. CDA, Limited

689 F.3d 818 (7th Cir. 2012) - No. No. 11-2729 - Decided August 2, 2012

SUMMARY

The Seventh Circuit held that debt-collection letters falsely and materially suggested that attorney fees

could be awarded against the debtor, even though no contractual or statutory basis for such fees

existed. The court concluded that the language was misleading on its face under the Fair Debt

Collection Practices Act and did not require extrinsic evidence. It reversed the grant of summary

judgment to CDA and remanded for further proceedings.
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Lox appealed the grant of summary judgment to CDA and the denial
of his own summary judgment motion in an action alleging that CDA's

debt-collection letters violated the Fair Debt Collection Practices Act.

Summary judgment is reviewed de novo; facts are construed favorably
to the nonmoving party, which receives all reasonable inferences in its

favor.
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QUESTIONS PRESENTED

1. Whether CDA''s statement that a court could allow attorney fees if it obtained a judgment against Lox
was false under 15 U.S.C. § 1692e.

2. Whether the statement was misleading to the unsophisticated consumer on its face, such that extrinsic

evidence was unnecessary.
3. Whether the false and misleading statement was material under the FDCPA.

4. Whether Lox waived the attorney-fees theory by not specifically quoting the challenged language in his

amended complaint.

HOLDINGS

1. The statement that, after CDA obtained a judgment, a court could allow attorney fees was false because
attorney fees could not have been awarded against Lox under the applicable contractual and legal

circumstances.

2. The attorney-fees statement was misleading on its face to the unsophisticated consumer, and Lox
therefore did not need extrinsic evidence to establish its deceptive nature.

3. The false and misleading attorney-fees statement was material because it had the ability to influence a

consumer's decision whether to pay or contest the debt.

4. Lox did not waive his claim concerning the attorney-fees language because his amended complaint
attached the challenged letter and generally alleged violations of § 1692e(10), his interrogatory

responses identified the relevant language, and CDA questioned him about it at deposition.

KEY QUOTATIONS

“The clear meaning of this statement is that if CDA decided to bring legal action against Lox and was

victorious, the award of attorney fees to CDA was one possible outcome.” (689 F.3d at 822)

“Ruth and Gonzales establish that it is improper under the FDCPA to imply that certain outcomes might

befall a delinquent debtor when, legally, those outcomes cannot come to pass.” (689 F.3d at 823)

“The false statement was therefore material.” (689 F.3d at 826)

FACTUAL BACKGROUND

Jeffrey Lox incurred a $235.07 medical debt after receiving treatment from Dr. Mark Baylor and later failed to
pay it. Baylor referred the debt to CDA, which sent Lox collection letters stating that legal action could result in
court costs and attorney fees. Under the parties' accepted assumptions, neither a contract nor applicable law

authorized an award of attorney fees against Lox. Lox asserted that the statement was materially false and
misleading under the FDCPA.

PROCEDURAL HISTORY

Lox sued CDA in the United States District Court for the Central District of Illinois over allegedly false and

misleading statements in debt-collection letters. After discovery, both parties moved for summary judgment. The



magistrate judge denied Lox's motion and granted CDA's motion on all FDCPA claims. Lox appealed only the

claim concerning the letters' statement that a court could award attorney fees.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Reverse both the grant of CDA's summary judgment motion and the denial of Lox's summary judgment motion,

and remand for proceedings consistent with the opinion.
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