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Connecting in the
Wireless Telecom Market

Industry consolidation and low credit standards are making the
wireless world a tricky one for collection agencies and debt buyers
to profit in.

Experiences with cellular carriers illustrate some key lessons when it comes
to collecting on wireless telecom debt, namely:

* Getting work from a carrier depends on relationships in an industry that
sees a lot of transience.

* The early days of the wireless industry with multiple small carriers have
given way to today’s market, which is dominated by a handful of major
companies like Verizon, Cingular, Sprint, U.S. Cellular and T-Mobile.

* Collecting telecom debt is difficult. Litigation can help but also can add
significantly to costs.

Today’s big carriers are so large and few and far between that it is difficult for
most collectors or debt buyers to develop new business relationships with them.

There is, however, a brisk wireless telecom debt resale market, where a
plethora of debt buyers regularly buy and resell telecom debt for more than
they paid for it — even if they have already scored and worked it.

In part that’s because of the high price of credit card debt, which has pushed
buyers into alternative asset classes, and in part it’s because this is the only
way for many buyers to get telecom portfolios if they don’t have access to a
wireless carrier.

A Seller’s Market

Prices for telecom debt have doubled in recent years. Bob Nemhauser,
director of development for major buyer Genesis Financial Solutions, cites
an instance two years ago when his company bid 1.25 cents on a portfolio.

The client wanted 1.5 cents, Nemhauser says, and Genesis believed it was
stretching itself to even bid 1.25 cents. But the portfolio ended up selling for
2.5 cents on the dollar. It seemed like an extravagant price — paid by a large
public debt buyer — but quickly became the norm. And then doubled again.

Today, freshly charged-off wireless telecom paper sells for 8 to 13 cents on
the dollar, according to an informal poll of several debt buyers.

“Prices have really been over-inflated the last couple of years,”’ says
Arnie Harris, president and CEOQ of Chicago-based Harris & Harris,
a debt buyer and revenue recovery firm with over 200 employees.
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Harris & Harrisis a
Chicago-based debt
buyer and revenue
recovery firm with over
200 employees. Harris &
Harris is capable
of handling a high-
volume of accounts with
advanced technology

to ensure strategic and

secure operations.

Harris & Harris, Ltd., 600 West Jackson Boulevard, Suite 400, Chicago, IL 60661 P:312.423.7421 or 866.781.4538 HarrisCollect.com

Excerpts reprinted from Collections & Credit Risk Magazine, February, 2007.




