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has been determined by judgment of a court of competent jurisdiction
in any action to which such consumer was a party.

Section 813. Oriminal Liability—This section provides that any per-
son who willfully and knowingly gives false or inaccurate information
or fails to provide information which such person is required to dis-
close by this title or otherwise fails to comply with any provision of-
this title shall be fined not more than $3,000 or imprisoned not more
than one year, or both.

Section 814, Administrative Enforcement.—This section provides
that compliance with this title shall be enforced by the Commission.
For the purpose of the exercise by the Commission of its functions
and powers under the Federal Trade Commission Act, a violation of
this title shall be deemed an unfair or deceptive act or practice in or
affecting commerce under that Act. All of the functions and powers
of the Commission under the Federal Trade Commission Act are avail-
able to the Commission to enforce compliance by any person with this
title, irrespective of whether that person is engaged in commerce or
meets any other jurisdictional tests in the Federal Trade Commission
Act. Nothing in this title shall be deemed to authorize the Commission
to issue rules respecting any violation of this title. Nothing in this
section is intended to restrict any authority granted to the Commission
under existing law.

Section 815. Reports to Congress by the Comamission and Attorney
General—This section provides that not later than twelve calendar

-months after the effective date of this title and at one year intervals

thereafter, the Commission and the Attorney General shall,
respectively, make reports to the Congress concerning the administra-
tion of their functions under this title, This section further states what
the contents of each report shall include.

Section 816. Kelation to State Laws—This section provides that this
title does not annul, alter, or affect, or exempt any person subject to
the provisions of this title from complying with the laws of any State
with respect to debt collecting practices, except to the extent that those
Iaws are inconsistent with any provision of this title, and then only
to the extent of the inconsistency. |

Section 817, Ezemption for State Regulation.—This section pro-
vides that the Commission shall by regulation exempt from the re-
quirements of this title any class of debt collection practices within
any State if the Commission determines that under the law of that
State that class of debt collection practices is subject to requirements
substantially similar to those imposed by this title, and that there is
adequate provision for enforcement,

Section 818. Ejfcetive Date—This section provides that this title
takes effect upon the expiration of six months after the date of its
enactment, and section 808 shall apply only with respeet to debts for
which the initial attempt to collect occurs after such effective date.

Cravars v Existing Law MApe Y TiHE Brur, as Rerorten

In compliance with clause 8 of Rule XITI of the Rules of the House
of Representatives, changes in existing law made by the bill, as re-
ported, are shown as follows {(new matter is printed in italics, oxisting
law in which no change is proposed is shown in roman) : -
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CONSUMER CREDIT PROTECTION ACT

To safeguard the consumer In connection with the utilization of credit by
requiring full disclosure of the terms and conditions of finance charges in credit
transactions or in offers to extend credit; by restricting the garnishment of
wages; and by creating the Natlonal Commission on Consumer Finance to
study and make recommendations on the need for further regulation of the
consumer finance Industry ; and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled,

§ 1. Short title of entire Act
This Act may be cited as the Consumer Credit Protection Act.
% % % o * % *

o TITLE V1II—DEBEBT COLLECTION PRACTICES
eo,

801. Short title,

802. Definitions.

803. Acquisition of location information,

804. Communication in connection with debt collection.

805. Harassment or intimidation. -

808. False or misleading representation.,

807. Unjoir practices,

808. Validation of debis.

809, Multiple oreditors.

810. Legal actions by debt collectors.

811, ' Furnishing certain deceptive formas,.

812, Civil Uability.

818. Criminal liability.

814. Administrative enforcement.

815. Reports to Oongress by the Commisgion and Atltorney General.
816. Relation to State lows.

817. Exemption for Btate réegulation,

818. Effective date. :

§ 801. Short title -
This title may be cited as the “Debt Collection Practices Act”.

§ 802. Definitions

(2) The definitions set forth in this section are applicable for pur-
poses of this title. »

(b) The term “Commission” means the Federal Trade Commission.

(¢) The term “consumer” means any individual obligated or alleg-
edly obligated to repay any debt.

(d) The term “creditor’” means any person who offers or extends
credit creating a debt or to whom a debt is owed. ,

(e) The term “debt” means any obligation of an individual to pay
money arising out of a transaction in which the money, property, or
services which are the subject of the transaction are primarily for per-
sonal, family, or household purposes.

() The term “debt collector” means any person who engages in any
business the principal purpose of which is the collection of any debt,
or any person who directly oy indirectly collcets Grartempts to collect
a debt owed or due or asserted to be owed or due another, and who uses
any instrumentality of interstate commerce in conmection with such
collections. The term does not include any officer or emplayee of the
United States or any State to the extent that collecting or attemptin
to collect any debt i3 in the performance of the official duties ofp such
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officer or employee, or attorneys-at-law collecting debts as attorneys on
behalf of clients and in the name of such olients.

(9) The term “location information” means a consumer’s lplwoe of
residence, telephone number at such place, and place of employmeni.

hYy The term “State” means any State, territory, or possession of
the United States, the District of Columbia, the Commonwealth of
Puerto Rico, or any political subdivision of any of the foregoing.

(2) The term “communication” means conveying information di-
rectly or indirectly to any person, except that with respect to section
804(@) (8), the term “communication” means actual contact with the
congumer which includes a brief statement in any manmer of the pres-
271% intentions of the conswmer with respect to the repayment of the

ebt,
§ 803. Acquisition of location information v

(a) For purposes of acquiring location information about any con-
sumer, no debt collector may, in connection with the collection of any
debt, commumnicate with ony person (other than the consumer's ai-
torney) once the debt collecior knows the conswmer is represented by
an attorney and has knowledge of such attorney’s name and address,
unless such attorney is unjustifiably nonresponsive to communication
from such debt collector.

(8) Any debt collector commmumicating with any person for the pur-
pose of acquiring location information about any consumer shall—

(/;9 identify himself or herself and, if expressly requested, his
or her employer;

(2) not state that such consumer owes any debt;

(3) mot communicate with such person more than once unless
expressly requested to do so by such Zperson, ewvcept for one addi-
tional commumication to reconfirm location information;

4) not communicate by post card, .
5) mot use any language or symbol, other thon the debt col-

lector’s address, on any envelope when using the mail or telegrams,
except a debi collector may use the name of the company employ-
ing such debt collector provided that such name does not z'nfioate
that the company s in the debt collection business; and
(6) not use any language or symbol in the contents of mail or
telegrams that indicates that the communication relates to the col-
lection of a debt, other than the identification of the person as a
debt collector.
§ 804. Communication in connection with debt collection
a) Couyvxicarion Wirn rar Consuuer or Srouse GENERALLY —
No debt collector may initiate communications with a consumer or the
spouse of the consumer in connection with the collection of any debt

without the prior consent of the consumer or the ewpress permission

of a court of competent jurisdiction—

(1) before 8 antemeridian or after 9 postmeridian or at any un-
usual time or time known to be inconvenient to the consumer or
the spouse; :

(2) after the initial communication, if the debt collector knows
the conswumer is represented by an attorney and has knowledge o
such attorney’s name and address, unless such aitorney is unjusti-
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ﬁablé) nonresponsive to communication from such debt collector;

(3) after the initiol communication, more than two times during
any seven-calendar-day period.

(b) Coumvvicarion Wirn tue CONSUMER OR SPOUSE AT THE PLACE
or Eurrovuevr.—Without the prior consent of the consumer or the
express permission of a court of competent jurisdiction, no debt collec-
tor may communicate with the consumer or the spouse of the consumer
in connection with the collection of any debt more than three times
in any thirty-day period at the place of employment of the consumer or
of the conswmer’s spouse, except that if the consumer or the spouse
informs the debt collector that the consumer or the spouse is not to be
called at his or her place of employment and the debt collector has a
telephone number where the consumer can be reached during the con-
sumer's nonworking howrs which occur after 8 antemeridian and before
9 postmeridian, then the debt collector may not communicate with the
congumer o7 the spouse at the place of employment of the consumer or
the spouse. If the debt collector does not have such a phone number, the
debt collector shall request it from the consumer or the spouse.

(¢) Commuxnicarioy Wrra Tuirp Parries—Ewxcept as provided by
section 803, no debt collector may communicate wz'thp any person other
than the consumer or such conswmer’s spouse, parent (if the consumer
i8 a minor), guardian, executor, administrator or attorney in con-
nection with the collection of any debt without the prior consent of
the conswmer or the express permission of a court of competent juris-
diction, ewcept—

(1) any employer of the consumer after a court of competent
jurisdiction enters a final judgment establishing the conswmer's
obligation to repay all or any portion of the debt; or

(2) any conswmer reporting agency, as defined by the Fair
Credit Reporting Act.

d) Crasivg Commvnicarion—When o consumer notifies a debt
collector in writing expressing that such consumer absolutely refuses
to pay or even discuss an accownt, such debt collector shall cease fur-
ther direct collection efforts with the exception of advising the con-
sumer that the debt collector’s further efforts are being terminated
and that there is a possibility of an attorney invoking the creditor’s
remedies locally available. Any such mnotice to a debt collector may
be made by marling it to such debt collector at the last known address
of such debt collector. Notification by mail is complete upon receipt
or at the ewpiration of the time ordinarily regm'ref for transmission,
whichever is earlier. -

(e) PrLrapives axp Proor.—I. any action brought by a consumer
against a debt collector under this section, it shail be the duty of the
consumer to plead both the existence of a communication from the
debt collector and the lack of consent of the conswmer thereto, and to
make a prima facie showing that the communication took place and
that there was no consent. A prima facie showing that consent was
not obtained may consist of testimony by the consumer. Upon such a
prima facie showing, the burden of zoing forward shall be with the
debt collector.

(f) Couxvvvicarion Wira Covsvusr or o Sivore Lavevace Mivor-
1ry.—A fter a debt collector knows that a consumer ts a member of a
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single language minority, all communication by such debt collector
with such consumer must be in the lenguage of such consumer’s minor-
ity growp in addition to English.
§ 805. Harassment cr intimidation

No debt collector may harass or intimidate or threaten or attempt to
harass or intimidate any person in connection with the collection of
any debt. Without limiting the general application of the joregoing,
the following conduct is a violation of this section:

(1) The use of violence or other criminal means to harm the
physical person, reputation, or property of any person.

(52; The use of abusive or profane language. :
(3) The publication of a list of consumers who allegedly refuse

to pay debts,
b

0
. kae advertisement for sale of any debt to coerce payment of
L 20z,

(8) Any communication to acquire location information about
@ consumer if the debt collector has such information or does not
reasonably believe that such person has access to such information.

(6) The making of harassing or threatening phone calls or
wisiis to the home or place of employment of & consumer or the
spouse of such consumer or calling any persen repeatedly or con-
stantly.

§ 806. False or misleading representation

No debt collector may make or threaten or attempt to make any false
or misleading rgpreaentatz’on to any peraon in connection with the col-
lection of any debt. Without Uimiting the general application of the
foregoing, the following conduct 8 a violation of this section:

(1) Any false representation indicating that the debt collector
i8 acting for or on behalf of the United States or any State, in-
cluding the use of any badge, uniform, or any facsimile thereof
of any law enforcement agency.

(2) The false representation of—

(A4) the character, amount, or legal status of any debt; or
(B} any services rendered or compensation which may be
received by any debt collector for the collection of a debt.
(3; The false representation that any individual is an attorney.
(4) The false representation that nonpayment of any dedt will
result in the arrest or imprisonment of any consumer or the sei-
zure, garnishment, attachment, or sale of any property or wages
of any gerson.

(5) The threat to take any action that cannot legally be taken
or that is not intended to be taken.

(6) T'he false representation that a sale, referral, or other trans-
fer of any nterest in a debt shall cause the consumer fo—

(A) lose any defense to payment of the debt; or

(R) become subject to any practice prolibited by this title.

(7) The false representation that the consumer committed uny
crime or other conduct in order to disgrace the consumer,

(8) The false statement to any pcrson (including any consumer
cppoo*t@.'w g ageney) that a consumenr is willfully vefusing to pay ¢
debt.
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(9) The false representation that any writing (including any
seal, insignia, or envelope) is authorized, issucd, or approved by
any court or agency of the United States or any State.

(10) The use of any false representation or deceptive means to
collect or attempt to collect any debt or to obtain information con-
cerning a consumer. ' )

(11) The false representation that any persen is sceking infor-
mation in connection with a survey.

(12) The false representation that any person has a prepaid
package for the consumer.

(13) The false representation that a sum of money or valuable
gift will be sent if the requested information is presented.

(14) The false representation that accounts have been turned
over to innocent purchasers for value. :

(15) The false representation that any debt has been furned

over to an attorney.
(16) The false representation that documents are legal process

forms.

8 807. Unfair practices
No debdt collector may engage in the following practices with respect
to any person tn connection with the collection of any debt:

(1) The collection of any amount (including ary interest fee,
charge, or expense incidental to the principal obligation) by a
debt collector unless such amount ig legally chargeable to the con-
swmer, or unless such amount is expressly authorized by a court
of competent jurisdiction.

(2) The acceptance by a debt collector from a consumer of any
check or any other negotinhle instrument that is postdated, unless
such consumer is notified in writing of the debt collector's intent
to deposit such check or such instrument at least three business
days in advance of the deposit of such check or such instrument.

(3) The solicitation by a debt collector for the purpose of
threatening criminal action of any check or any other negotiable
instrument that is postdated.

(4) The deposit by a debt collector of any postdated check or
other postdated negotiadle instrument prior to the date on such
check or such instrument.

§ 808. Validation of debts :

(@) Within five working days after the initial communication with
@ consumer in connection with the collection of any debt, a debt col-
lector shall send the consumer a written notice containing the follow-
ing information :

(1) The amount of the debt.

(2) The name of the creditor.

(3) A statement that unless the conswmer, within thirty days
after receipt of the motice, disputes the validity of the debt, the
debt will be assumed as valid by the debt collector.

'4) A statement that if the consumer notifies the debt collector
in writing within the thirty-day period that the debt is disputed.
the debt collector shall cense collection of the debt until such debt
collector obtains certification of the validity of the debt from the
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creditor and a copy of such certification is mailed to the consumer
by the debt collector, and o statement that, along with such cer-
tification, the debt collector shall provide the name and address of
the ereditor. . o
(b) If the consumer notifics the debt collector in writing within
the thirty-day period described in subsection (a) (3) that the debt s
disputed, the debt collector shall cease collection of the debt until such
debt collector obtains certification of the validity of the debt from the
creditor and a copy of such certification is mailed to the consumer by
the debt collector. The debt collector shall provide along with -wch
certification, the name and address of the creditor to whom the debt
was originally owed as it ap}{veared wn the original sales contract or
bill of sale and the name of the creditor to whom the debt is currently
owed, or if the debt did not arise out of a transaction invelving a sales
contract or bill of sale, the name and address of the creditor.

§ 809. Multiple creditors

If any consumer owes debts to more than one creditor and makes
any single payment to any debt collector with respect to such debts,
such debt collector shall not apply such payment to any debt disputed
by such consumer.

§ 810. Legal actions by debt collectors

(a) A debt collector shall not bring any action on o debt against
any consumer—

(1) in the case of any action to enforce an interest in real prop-
erty securing the consumer's obligation, in a court that does not
have jurisdiction in the judicial district or similar appropriate
legal entity in which such real property is located, or

(2) in the case of any action not described in paragraph (1),
in a court that does not have jurisdiction in the judicial district or
similar appropriate entity—

(A) in which such consumer signed the contract used
upon,; or

(BS in which the consumer resides at the commencement
of the action.

(D) A debt collector shall not cause process in any action on a debt
to be served on a conswmer unless such process is served—

(1) by an officer or employee of the United States or any State
in the course of the official duties of such officer or employee;

(8) by an indiwidual appointed or approved by an appropriate
court for that purpose; or

(8) by an individual authorized to serve process under the
law of the State in which process is to be served.

(c) A debt collector shall not utilize, in connection with the collec-
tion of any debt, any olﬂr?(.‘er or employee of the United States or any
State whose duties include the service of legal papers, except in the
course of such duties. '

§ 811. Furnishing certain deceptive forms

(a) No person may furnish any form knowing or having reason to
know that such form would probably be used to create the false belief
in a consumer that a person other than the creditor of such consumer
8 participating in the collection of or in an atfempt to collect a debt
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such, consumer allegedly owes such creditor, when in fact such-person
8 not so participating. . o

(b) Any person who violates this section with respect to another
person shall be liable to such other person to the same extent and in
the same manner as o debt collector is liable under section 812 for
failure to comply with any provision of this title.

§ 812. Civil liability

(a) Except as otherwise provided by this sectior, any debt colleo-
tor who fails to comply with any provision of this title with respect to
any person is liable to such person in an amount equal to the sum of-—

(1) any actual damage sustained by such person as a result of
such failure; o

(2) (A) in the case of an individual action, under this subpara-
graph, an amount not less than §100 nor greater than $1,000; or

(B) in the case of a class action, such amount as the court may
allow, except that (1) as to each member of the class no minimum,
recovery shall be applicable, and (ii) the total recovery under this
subparagrapl in such action shall not be more than the lesser of
$500,000 or 1 per centum of the net worth of the debt collector;
and

(8) in the case of any successful action to enforce the foregoing

liabitity, the costs of the action, together with « reasonable at-
torney’s fee as determined by the court.

(0) In determining the amount of award in any class action under
subsection (a) (2) (R), the court shall consider, among other relevant
factors, the amount of any actual damages awv:arded, the frequency
and persistence of farlures of compliance by the debt collector, the
resources of the debt collector, the number of persons adversely of-
fected, and the extent to rwhich the debt collector’s failure of com-
pliance was intentional.

(¢) A debt collector may not be held liable in cm;?/ action brought

wnder this gection for a violation of this title if the debt collector
shows by a preponderance of evidence that the violation was not in-
tentional and resulted from a bona fide error notwithstanding the
maintenance of procedures reasonably adapted to avold any such
error.
(d) Without regard to the amount in controversy, any action under
this section may be brought in any United States district court, or in
any other court of competent jurisdiction, within two years from the
date of the occurrence of the violation. \

(e) No provision of this section or section 813 imposing any Liability
shall a,ppg/ to any act done or omitted in good faith in conformity
with any wnterpretation thereof by the Commission, notwithstanding
that after such act or omission has occurred, such interpretation s
amended, rescinded, or determined by judicial or other authority to
be invalid for any reason. :

(f) A consumer may not take any action to offset any amount for
which a debt collector is potentially liable to such consumer under
subsection (a)(2) against any amount allegedly mring to such debt
collector by such consumer, unless the amount of the debt collector's
liability to such consumer has been determined by judgment of a court
of competent jurisdiction in any action to which such consumer was
a party.
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§ 813. Criminal liability
Any person who willfully end knowingly— ) .
(1) gives false or inaccurate information or fails to provide in-
formation which such person is required to disclose by this title;
or
(2) otherwse fails to comply with any provision of this title;
shall e fined not more than $6,000 or imprisoned not more than one
year, or both.

§ 814. Administrative enforcement

Clompliance with this title shall be enforced by the Commission.
For the purpose of the exercise by the Commission of its functions and
poiers under the Federal 1'rade Commission Act, a wiolation of this
title shali be deemed an unfaiv or deceptive act or practive in or affect-
ing commerce under that Act. All of the functions and powers of the
Commission under the Federal Trade Commission Act are available
to the Commission to enforce compliance by any person with this title,
irrespective of whether that person is engaged in commerce or meets
wny other jurisdictional tests in the Federal I'rade Commission Act.
Nothing in this title shall be deemed to authorize the Commission to
iasue rules regpecting any violation of this title.

§ 815. Reports to Congress by the Commission and Attorney
General :

Not loter than twelve calendar months after the effective date of
this title and at one year intervals thereafter, the Commission and the
Attorney Gencral shall, respectively, make reports to the Congress
concerncng the administration of thelr functions under this title, in-
cluding such recommendations as the (ommission and the Attorney
Gleneral, respectively, deem mnecessary or appropriate. In addition,
cach report of the Comméssion shall include its assessment of the ex-
tent to arhich compliance aoith this title is being achieved, and a sum-
mury of the eaforcement actions taken by the Commission under sce-
tion 814 of this title,

§ 816. Relation to State laws "

This title does mot anml, alter. or affect, or exempt any person
subject to the prorisions of this title Jf-mm complying with the laws
of any State with vespect o debt collecting practices, except to the
cxtent that those laws are inconsistent with any provision of this title,
and then only to the extent of the inconsistency.

§ 817. Exemption for State regulation

The Commission shall by requlation exempt from the requirements
cf this title arny class of debt collection practices within any State if
the Comanission determines that under the law of that State that class
of debt collection practices is subject to requirements substantially
similar to those imposed by this title, and that therve is adequate pro-
vixion for enforcement.
§ 818. Effective date

This title takes effect upon the expiration of sie months after the
date of its cnactment, and section 808 shall apply only with respect to
rgubz's forachich the initinl attempt to collect occurs after such effective
date.




ADDITIONAL VIEWS OF REPRESENTATIVE MARK W.
‘ HANNAFORD ON H.R. 5294

While I voted to favorably report HL.R. 5294, the Debt Collection
Practices Act, I have some reservations about its efficncv and fairness.

The bill as written regulates only third-party collection practices.
While the Subcommittee Chairman has assured us that evidence is
available only as to abuses by third-party rather than in-house collee-
tion agents, I still find this differentiation to be inherently discrimina-
tory against the small businesses who rely on independent debt collec-
tors as against larger firms who gencrally do their collecting in-house.

While I agree that consumers should be protected against unneces-
sary harassment by debt collectors, I also am concerned that we are

-placing excessive roadblocks in the way of honest businessmen attempt-

g to collect honest debts. I belicve that this is a fact we must not lose
sight of in consideration of this legislation; the consumers we are
attempting to protect did in fact promise to repay the debts they
incurred. I am particularly hesitant about the curbs on contracts at
placa of emplovment, as this is often the only location available for
collectors to make contact. '

I would like to commend Mr, Annunzio, Chairman of the Subcom-
mittee, the other members of the Subcommittee, and the Subcommittee
staff for their efforts to resolve some of the problems in the earlier
version of the bill. T insert these comments only to make my reserva-
tions about this legislation part of the record.

: Marx W. HaxxaForn,
(25)




ADDITIONAL VIEWS OF REPRESENTATIVE DAVE
EVANS

The Debt Collection Practices Act as passed by the Banking Fi-
nance and Urban Affsirs Committee is a proper step at correcting
many of the injustices directed at consumers by unethical debt col-
lectors. while allowing these entities the freedom and ability to func-
tion in a proper manner.

I oppesed this concept as it was proposed during the 94th Congress.
My reasoning at that time was two-fold. First, it interfered with the
ability of states to control and to regulate debt collection pracices. It
has been and should be within their jurisdiction to contrel these pro-
cedures, Second, as written, this legisiation would have once again re-
sulted in regulatory overkill of these independent and, for the most
part, sinall businesses. We were trying to correct a small percentage of
abuses by further regulation which would have meant increased paper-
work and additional costs.

This new bill, H.R. 5294, goes a long way toward correcting the in-
equities of the old bill and now has the support of both national asso-
ciations of collection agencies as well as consumer groups. It is a
compromise bill between trying to prohibit abusive and harassing
practices by debt collectors, while limiting federal government inter-
ference in the independent and basic functions of debt collection
agencies,

I will lead my support to this bill, but I also want to go on record as
stating the importance and the necessity of assuring that Congress’
intention does not become a quagmire of regulations and frivolous
rules which do not protect the American people, but do cause admin-
istrative and financial hardships on these businesses. Congress must
continue a close overview of the carrying out of the bill’s provisions.
Moreover, if we find that because of bureaucratic red tape we have cre-
ated another RESPA-type act, then decisive action must be taken by
the Congress to eliminate or to amend the pertinent provisions of the
act.

Dave Evans.
(26)




ADDITIONAL VIEWS OF CONGRESSWOMAN MARY ROSE
OAKAR ‘

During the committee markup of H.R. 5294, T raised questions as to
the legislative language of the bill. It is necessary that I draw further
attention to this matter, :

The exclusive use of the masculine pronoun forms “he” and “his”
may obscure our legislative intent. Throughout the bill, the consumer
is implicitly and explicitly referred to in the masculine form, This
could produce difficulties in the implementation of the law if a woman
were to be held accountable and/or protected under the Debt Collec-
tion Practices Act. :

I trust that the committee shall correct this oversight and bring
clarity and exactness to the legislative language. This will insure that
enforcement of the Debt Collection Practices Act can be carried out
without confusion.

Many Rose OAxAr.
(27)



SUPPLEMENTAL VIEWS ON IH.R. 5294

We have sericus doubts as to the necessity for a federal law which
would regulate the local activities of debt collectors. Notwithstanding
improvements over earlier versions of the bill, the arguments agoinst
it are still persuasive as a matter of principle and as = practice
matter,

Vestimony before the subcommittee disclosed that most States have
already enacted some legislation to control debt collection practices. In
fact, the testimony disclosed that most of the reprehensible practices
engaged in by debt collectors are violations of State or Federal laws
already on the books. The problem is largely one of inadequate en-
forcement and we question whether the enactment of a Federal statute
giving enforcement authority to the Federal Trade Commission will

o much to improve that situation. We suspect it's more likely to be
covnterproductive as States may well relax their efforts to enforce
their own statutes expecting the Federal Government to undertake
that task.

As a matter of fact this is precisely the reason the American Bar
Association has come out in opposition to the bill. Inasumch as 37
States have already adopted laws governing debt collectors the Amer-
ican Bar Association “urges that the regulation of collection agencies
be left to the States.” Furthermore, the statement of the bar associa-
tion quotes from reports of hearings by the Federal Trade Commission
which “indicates that the most complaints against collection practices
are aguinst other retail credit grantors, not professional collection

‘services.”

There are those who will argue that the value of enacting a Federal
statute authorizing class action suits provides consumers with an effec-
tive means of enforcing the law on their own ILaudable ags this theory
is, experienco under other consumer protection laws has been anything
but gocd. Most, if not all, of these suits have been brougi:t by lawyers,
possibly of questionable motivation, for technical violations. The costs
of defending against these suits have been tremendous and we think
all would agree that they have far ontweighed any damages, real or
imagined, that the consumers have suffered. Of course, the costs of
these suits are an added burden for the firms engaged in them and re-
sult in lower profits and/or reduced services or higher costs for future
consumers, The result of providing this remedy 1n the instant case is
likely to be a reduced flow of credit to consumers most in need of it.
There is just no doubt that every impediment we create to the collec-
tion of debts will result in tighter screening of applicants by credit
grantors.

We also find fault with this bill for its open bias. It applies only to
professional debt eollection agencies and persons who directly or indi-
rectly collect debts owed to others. Tt does not apply to anyone at-
tempting to collect debts for the creditors who employ them. It seems
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to us that if a practice is bad, it’s bad no matter who engages in it. If
we do indeed need to establish standards of conduct for debt collectors,
they should be applied equally to all. Passage of this bill may well dis-
courage creditors from referring delinquent accounts to professional
collectors.

In this connection, it is proper to ask who is going to pay for those
who don’t pay? The answer is obvious; we all pay through a general
rise in price level. Those who pay their bills subsidize the deadbeat.
We also run the risk of tempting honest people to avoid paying bills
by entrapping the debt collector into a technical violation of the law.
Credit anc{) collections will turn into a big game.

In the final analysis, we view this bill as just one more example of
unwarranted and unnecessary Federal intervention in the business
community—the costs of which are likely to outweigh any benefits.

Grorce HanseN.
Ricmarp Kriry.
Joux H. Rousseror.
Cruck GrassLEY.



DISSENTING VIEWS OF HON. EDWARD W. PATTISON
ON H.R. 5204

My objections to this bill are quite simple, but fundamental. -

One can hardly object to most of the substantive provisions of the
bill, Debt collecting has always been a difficult, often unpleasant task.
Of course it should be done in a manner consistent with civilized be-
havior. That, means that people shouldn’t be harassed in the middle of
the night, shouldn’t be subjected to false representations or threats,
shouldn’t be bullied. Of course, debt collectors should be supervised
and regulated by society through government.

The fundamental question in a Federal system is what level of gov-
ernment should do the regulating ? Should a particular area be a State
or Federal responsibility ?

It seems to me that whenever it is proposed that any regulation
should be shifted from the State to the Federal level, there is a burden
of proof to be satisfied by those who propose the shift.

In many areas, that burden is easily satisfied. Obviously, national
defense is a Federal responsibility. Clearly, control of water and air
pollution must be done on the national level.

But debt collection? Why? If debt collection, why not control of
crime ? Why not elementary and secondary education ¥ Why not licens-
ing of lawyers, barbers, auto mechanics, home repair firms?

Ivery State regulates the collection of debts in some manner. Debt-
ors prisons have been universally abolished. Court procedures are gov-
erned by due process requirements of both the State and Federal con-
stitutions. Most of the more populous States have more affirmatively
regulated debt collectors and their practices. Who are we to impose a
national system or. States as diverse as New York and Utah where the
problems are undoubtedly different?

I recognize that the major debt collection associations have with-
drawn their active objections to this bill as a result of the removal of
many of its provisions they considered oppressive. However, I expect
that they were operating from a position of some perceived vulner-
ability in the light of overwhelming passage in the last Congress of a
much more restrictive law, and the known reluctance of Congress to
gpp?se a bill such as this and thereby appear to be on the side of the

evil.

Our (!uestion is not whether anyone approves of this bill. Our ques-
tior ig, “Do we need it ? will it do any good ? should it be done at this
level of government ¢” '

I suggest that the burden of proof has not been satisfied in this case,
and that for this reason, the bill should not become law.

Epwarp W. Parrisox,
(30) :
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