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HOUSE OF REPREqENTATIVES
COr4 M ONWEALTH OF PEH N SYLVAI{ IA

MEMO June 26, 1975

suBrEcrr Suuaoary of 118-167 (fN 1731) Unfalr Debt Collectl.oa Practl.ces L,aw

TO: Ilonorable C . L. Schmitt , ChaLnnan, Consumer Protection Conmittee

F ROH: Jacob Myers , Legal Counsel, Consurner Protection Corml.ttee

The statute ls dtvided l.nto several seetions; f lrst, inpcrtant
ter:ns are def ined; nent prohibited practl.ces are set f orth; and, f inally,
public and private remedles are provLded.

Broad definitions are provlded to give the statute the widest
posslble coverage. A frdebtorrt ls defLned as an lndtvidual- who owes a
debt to any party. rrDebtrr Ls broadJ-y defined to incLude al-1 possible
obligatlons. Most {mportantLy, a [debt collectorrf is deflaed as anyone
who attenpEs to col-Lect a debt,, whether on hLs own behalf or on behalf of
others r rlot 'lncluding auy employee of the U. S. to the extent that tt
interf eres wlth his dutles. ftConsurer Reporting Agencyrr means any person
assembLlng consLuler credlt Lnfor-natlon. tlPersorllr rnearrs any 1ega1 entlty.

Prohiblted actlvlties cover a broad raDge of aetions employed by
collect,ors to harass and lntirnldate aLleged debtors,

Section 3-1 prohLbLts eonrmunicatLon of the fact of the debt to
any person, other thaa the debtore hls or her spouse or relatlves, or the
post secondary lnstitution the debtor is attendlng, attended or plans to
attend, residlng with the debton or the debtorfs attorney or 1ega1 rep-
resentatlve or oae who the credi.tor bell.eves night reasonably be expected
to be LLabLe therefor, Ttrls roould not pnohlblt the coLlector from reporttDg
a debt or al-leged debt to a credLt bureau or for engaglng an agent or an
attorney or credLtor for the purpose of eoLLectlng a debt or an alleged
debt,, The collector wouLd aLso be aLlowed to eonm.unlcate wl.th others for
the purpose of Locatlng the debtor or the assets of the debtor.

Seetion' 3-2 woul.d prohibiE.actlvLtles intended to harass, embarrass
or intfurldate the de.btor. These actLvltles would Lnclude the use of, profane
or obscene language, placenent of telephone ca!1s r-J.thout a ureanlngful dls-
closure of the identlty of the caller; .causr.ng expense to any peraoa fu the
forsr of loog dlstance telephone tolls, telegra$ fees or other charges; causl.ng
a telephone to rlng or engagLng any person Lo telephone conversatlon nr.th
unreasonable frequency, or at unreasonable''trours; or by tllreats of vLolence
or by dny thleats whlch the debt collector knows or has reason to know are
false.
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Seclion J:l prohibits the collection or attempted collection
bythe,s@1eading,deceptive,fa1seorfraudu1entmeansor
representatlons.

Sectlon 3-4 prohibits the attempted collection by the use of any
cormrunication or publication whlch falsely simulates judicial process or falsely
indicates either dilect1y or indirectly thaE he is assoclated wlth or approvetl
of by a State or loca1 offleial or agency.

Section 3-5 wouLd prohibit eommunication with a debtor after written
iiotification from an attorney representing such debtor that all further
communications reLative to the c]-an shall be addressed to him.

Section 3-7 would prohtbit the placing of any call Ln an effort to
coLlect a debt or to hear lnformation eoncerning a debt or debtor without
disclosing his 'identity and his place of empLoyment or business, if any.

Honorable. C. L. Schmltt
(Hb-16 7 )

Section 3-8 woul
lncLuding, but not limite
or all of hls fee or char
the claftn wouLd only be aL
in the judgnent or order
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d prohibit any unconseionable means of collection,
d to, any attempt to collect for a debtor any part
ge for services rendered. Expenses in addition to
lowed to be collected .if they were expressly listed
of court.

This dubsection vrould noL abrogate any existing rights a creditor
may have to include reasonable attorney fees, suit costs, late charges,
interes t and col-lection expenses and reasonable charges actually incurred
in the instrument, of indebtedness.

Section 4 of the bill would emPo\rer the Dlstrict Attorney or Attorney
General t6T.-strai, by temporary or permanent injunctlon the use of any
prohLblted acts.

fhe action could be broughE ln the court of comon Pleas Ln the
county in vhLch such debt collector resldes, has his prlneipal place of busLness, or
ls doing buslness.

Sectlon 5 lmposes clvil penalties of not more than $11000 for each
violatloo of Section 4 above.

In addiElon to the right of publlc aation and civil penalties, the bill
grants prlvate remedLes ln Section 6. Any person who sustalns damages caused
by a debt collector violating thi6 act may brlng a civil actLon agaLnst such
debt collector to recover the damages plus reasonable attorneyts fees and costs.

AttaChed to thls analysis ls a report by forner AEtorney General
J. Shane Creamer and Joel Weisberg, Director. of the .Bureau of Consumer Plotection
concerning debt collection abuses in Pennsylvanla.

Thls act shall- take effect in 60 days.
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Deb r Coll"ec Eion Abuses in Pennsylvanla

Ttre Need for No Threat Leglslation

A Report to the Cltizens of Pennsylvania by J. Shane Creamer, Attorney General,
Counonerealth of Pennsylvanla and Joel G. lleisberg, Dlrector, Bureau of Consuner
lrotection, Department of Justlce, Conrronr*ea1th of Pennsylvania

Introductlon

Over the psst several years the Bureau of Consumer Protection,
Department of Justlce, Comrnonwealth of Pennsylvania had received numerous
complalnts from cit.lzens of Pennsylvania concerning videspread abuses ln the
collectlon of debts. The complaints filed vlth the Bureau in<ilcated that
credlfors and other bill collecting agencles engaged ln a number of abusive
and unlawful practlces tanging frbrn frequent and harassing dunnlng phone ca1Is
to falae and mlsleadlng threats Eo ruln financially the beleaguered debtor.
These complalnts plus the need for knor',1edge concernLng praetices of the
b111 colleition lndustry prompted the Attorney General under the auspices of the
Bureau of Consuner ?rotectlon to hold hearings on collectlon practlces in
?ennsy1van1a.

At these treaiings a number of witnesses lncluding consumers, represenla-
tlves of consuner proiection agencies and represent.atives of buslnesses engaged
ln debt collectlon testifled. Thlrteen (13) viCnesses testified during the fu11
day of hearings in Plttsburgh and eighteen (18) wltnesses gave testimony during
the two days of hearlngs ln Philadelphia. The testinrony of the consumer roltnesses
revealed a common theme of harasslng practices' Eo out.right threaEs by the collection
lndusfry. To a large extent the testiEony of the representatives of consumer
protectlon agencies corroborated the fsct that, there are serLous abuses in the
collectlon lndusEry ln Pennsylvanla. The spokesmen for the industry generally
admltted abuses ln the lndustry and, to a man, these'spokesnen deplored and con-
demned these practices. There is no discernible consensus among these rep-
resentatives as to the nature and scope of the remedies necessary !o eliminate
and reduce co].lect.ion abuses. unquesEionably the consumer witneises and rep-
rescntatives of consumer protectlon agencj.es advocated some kind of 'rno-threat.leglslatlon ln this area.

- The. followlng report contains a sun:nary.of tte testlnony of the
wltnesses at the hearings,as r,rell as a ciscussion of this testimlny tn light
of- present Pennsylvani.a larv dealing with cebt collection practLces and the laws ofother Jurisdictions and recormnenda iions . The report conciudes that there is agreat need for rrno-threar'r legislarlon in this state..Appended therefore to thlsrePort ls a draft of proposed legislation r.rhlch wll.1 UL iuUmfEtea for enacrmenc.

Surmuary of lest_irqqqy

.The indlvidual consuners who testified detailed instances of flagrant
abuse'by credltors and colleiclon, agencies. ooe wltness ln prtrsburgh tesrified
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Pursuant to the authorLt.y granted the Bureau of Consumer Protectlon of
the Departoent of Justlce under SecEion 918 of the ACministrat.ive Code of ..

Pennsylvanla, a serLes of hearJ.ngs were held throughout Ehe Cormronrvealth durlng
the nonths of Pebruary and March, 1972. Hearings wcro held in ?lttsburgh on
February 23, and ln Philadelphia on March 8 and 9, 1972.



that the nas harassed and lnt.lmidated over a.btll which she did not owe, and whlch
Vas, ln fact,, co[tracted for by a person whom she had never met. The wltness' a roman '
Was contlnually questioned about a bill .entered into by.a male wtrose last nane
happened to be the same as hers. I'irst, the rePresentaEive of the agency came to
her- home and asked lf she knew the debtor 1n questlon. She answered Ehat she did
not. About a rreek later she recelved a telephone call from an lndlvldual who asked

for the debtor by his flrst name. She again replled that she did not know the Person.
StlI1 another call took place the following week. Again ln a few days she vas visited
at her home and thls tl:nt was asked to supply a list of her "boyfriends". Neighbors
vrere then approached and questioned about the possible aqsociation of the witness
wlth the alilged debtor. The so-calle<l r'conspiraey" between the lrltness and the
alleged debtor was explained to a number of her neighbors. The neighbors were even
lnformed thaE the "secret servLce" was involved in the investigatton and was searching
for the alleged debtor. Ca1ls r,rere nade to.the witnessts employer. The witnes$ inslsts
that she does not know and has never known the alleged debtor.

Anothei uitness testified the representatlvos of an agency walked untnvited
lnto her home and at another tLne disturbed her at her place of employment ln an

effort to collect a disputed debf. Neighbors were also cal1ed ln an attemPt to
collect the deb t.

. St.ill another witness testified she was called between five and ten flmes
a day at her piace of employment, and that altlrough she was not a minol , her father
nag tontacted'and lnformed ihat he must Pay the bil1, .At one point rePresentatives
of the credifor tied up three telephone lines at her'p1ace of ernployment at the saoe
tlme, whlle stl1l another placed a telephone call !o her nother.

There was testlnony from a witness who clairned her credltor not only conlacEed
her employer but vlslted her place of buslness and.1itera11y fought with her employer.

A 76 year oId voman testified that she was informed that her house would be
placed at sherlffrs sale the next day.

A 17 year otd girl was told to "take a last look"at her furniture before
It was a1I rernoved and sold at sherlffrs sale:

In one case, a letter was sent to a.urltness'which lnformed her that her home

had been scheduled for sheriffrs sale and included the date of the sale and the
dates when the sale had been advertised 1n a local [eusPaPer. No judgment had been
obralned against rhe debtor, and no saLe had ever been scheduled. In addition, thls
wLtness ha<i concluslve proof that the debE had, in fact, been pald.

' The testimony of representaEivcs from public and private organizations
lnvolved Ln consumer protection supported the vj-erds of the individual consumer
vltnesses that abuses did occur and that lhey occurred all too frequently. A reP-
resentative of che Pittsburgh BeEter Business Buueau outlined the nacure of complaints
whlch had come to the attention of his offlce. These lncluded debtors who received
collect phonc calls r.rl t.h the impllcat,ion that iE was somethlng important. for whLch
charges shoulil be accepEed; debrors who received up. to Een.Eelephooe. ca11s a day
.both at work and at hone; lnstances of frlends, nelghbors, and relatives who vere
cal1ed and in some cases asked to roake Payrnents on behalf of the debtor; of
empLoyers vho were'cal1ed; of threats agalnst credit ratiags; of. debtors who received
slmulated legal- process; of debtors who were threaEened with 1ega1 Plocess n'hich'
could not be carrled out, and a number of insuances of other abuses.
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RePrcsentatives of consumer proLectlon organlzaLions unanlmously requested
Den and stronger J.eglslation to police uhat they consider to.be the presently
uncontrolled actlvities of these organrzaiions within the commonweaLth. rt was
suggested that enforcement include rernedies available borh t.o the State and private
lndlvlduals. some urged that consumels be afforded the opport.unity to brlng court
aetLon on their owir behalf for actual and punitive danages.

Representatlves oi the collecrlon ind.ustry generally agreed that thelr
Practices Lrere ltot free from abuse. A number of representaEives supported reasonable
leglslation whlch u'ould conLrol improper' aclivlties without unduly restrlctlng proper
collectlon activitles. Those who opposed further regulatlon apparently dld so outof the bellef that. this nright unduly hamper collecrion activitles. They feared that
many consumers would take advaotage of the situatlon and cease payment of any bL1ls.
They volced concern over the possibilitl that legitlfiale agencies would be fo:ced
out of business by stringent controls. These vlews are exemplified by the statementof one credltor who noted that he "dldn't think we should change Lhings to make
Lt casier for theru not to p;y thcir bills, because this ls becoming more and more
knowo - - how not to pay your bi1ls - - in the past years." He went on to say,
however, that .as far as harassiug then, gettilrg into their personal 1ife, r tirink
there are changes that can be made.',

One of the spokesnren for a collection agency did state, however, thaE he
believed that the hearings were emphasizing the wrong side of the issue. rt u,as
hls posltion Ehat tt was the debtor who was guilty of dost abuse and reqtired
greater eontrols. He belleved rhat fully 90,"1 cf all dcbtors who contract fcr credLt
knowlngly missiated their financial position ln applyLng for that credlt. He
detalled at some Length instaDces of harassnenr by individual debtors agalnst theircredltors. This extreme rras rujecled by oEher agencies. Others agreed that consumers
Bbo often refused ro adjusr legitfinace debrs, but did not. believe ihat th" problem
uas of such magnitude.

Dlscusslon

A revLew of all of the testiriony on the record leads to the inescapable
concluslon that collection activiLies are not sufficiently regulated to cotrtroLabuse. As one industry spokesman slared: "To say thaE there are no abuses inthe collection industry is co say rhat there is no crime ln Amerlca. . ." rt must
be noted that he concluded hLs sentence by stating "or to say that there Ls no
consumer $lto seeks credi! rvith the exprcss pr:rpose of defrauiing the credit grantor.'r
The fact, however, that there are those,r,.ho seek to obtain credit fraudulentiy doeenot render ProPer the activities of those r*'ho would collect by fraudulent means. Thatboth, Problens exist does not suggesE tllaE titei, cancel each oti.rer out and require nofurrher attenLion. Nor does t.he fact tnat seel(j.ng a solutiorr Eo one of these problems
does not in and of itself serve to so.].vs che orhei'., lead to che conclusion thar bothproblems rnust be solved logetller, or nor ar all . ,

It is clear that a greaE nan), nenbers of the collect.ion indusEry are no!en8aSed ln improper and abusi.ve pracLices. Trrere can be no doubt thar many attemptLo collect thclr olrn or their client.rs claims ln a fair and equitabie manller. Whereabuses do exlst they cannoE be placed solely on the doorst"p of tho".'the occuparlon of collecring debts on a fuII:time basis. The blame ,,r;JXo1.TE1gt 
1"

borne by sellers and lenders who act to collect on their -own behalf. rn addition,
a portion of the responslblllty must be shared_by those consrrmers u,ho seek by a1J,
av'alIablc means' bot,lr proper and improper, ro avold rhe paynent of ihuir just depts.
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The'posltlon, however, that these lndtvrdulls represent 9oz of those who obtar.ngoods and services on credit is generarry dismisled .by members of the rndustry asnell as by consumer advocates. The acruir sttuatron .pp"""" to.t".re]be"n correctlystated by the representative of the consumer credit counserir.g s.rric" of l{resternPennsylvania, Inc., who stated that:

"Hhen I was a creditor, I frequently referred to those I rras havingdlfficulty collecting from as 
-'deadleats', 

and-I t""i ,""y-.f ,ycolleagues in the cre<rrt fraterniry refer to them as 
"""t,i 

-wrar,
my present perspective, r use this term rdeadbeatsr very advisedly.Very few of the clients we see are truly idcadbeatsr. - ifo"t'r."frlghtened, co,fused people who t""u ."lponJJ - 

a"'"."""iii.ai""' 1oan ads as a .cure-al]' Many have attemptecl to work out a soluticn. to their problerns rrlth their creditors.

But since we collectors tend to be narrow_mlnCed, about collectlngour flrmrs money at al1 costs, very often the symptoms of the proble:trareignored....
' Altirough abuses ?ppear to have exrsted for fiany years, an examrnatl0n oflaws affecring rhe operaritn of the "o11.;,i;; indusrry rlveals that regutation tsalmost non-existent' rhg o31r statuSe specrfically aimed aE.improper collectionpracrr.ces 1s a secrion of rhe penal 

"oo"'"riiti"J-iuri"rri-c";i;;l;:,.A8cncyPracrices Acr,', rhe Act of JunL 24, !g3g, i,i, slz, g 895, 18 p.s. g 4895. ThisAct ls very limited in scope, and as a section of the penal code carri.es wrth itonly crlminal penartres' As a penar srarure rhe Act must be .;i";;; by loca1Dl'trlct Atrorneys' yet in its nore than tr,iiry yunr" of existence the Act hasalmost never been enforcerr. Disrricr e.i"ri"y" are.chargeci ,itr, ",rro,}ii'.li"or tn"conunonr+eal Eh I s crimrnal- raw.anrr rarery, if ;;;r, find thl""our"u" -r,""essary 
rotake action against collection abuses.' s""" ir the statut.e ,"i"-".,ror""a, by provrdlngouly crlminal penarties rt does nol pro.rriae ielief for the consumer r.rho has beenharassed and abused.

There are theoretrcally available to indlviduals who have suffered as aresurt of_ harassing and abusive collection iecrrniq,rer. 
" ;";;;r";; 

-pl 
i'are crvflactions -'*illch mighc be brought !o collect amrgu". Theqe include court actions forlntenrional inflictlon of mental 

""a urotio*i di.stress, rr,r."ioi ii-prr.rr"y,lntentional lnterference wit'h empl0yment a"i.iron"rrips, and defamation. consunersin a uumber of states have succeeded in obtaining danages in legal actions broughtunder these theorles. unfort.unately, to"ur"il arthough most of these torts havebeen recognized by the courts-of pennsylvania, no consuner has ever been avardeddamages in an acrlon brou'hr for hr;;;"i.;"or'.uu"ir" c ortec r ron 
' 
reciniq"es .

If the theorv is to be formally establishec{ r,,itlrin the State, proceedingwlthour legisration wilr require 
" ir;t;.;ki;[Iv.1o,, case by case delineation ofthe boundaries of E'e theory. r..gr'a i*.i 

" 

-rr 
r. inu" "*"n engaged in the practlce ofcollecling dcbts t'ilI be unaware of the pcrmisslble bou,daries of the raw u:rtll anaction is brought !o provide- rhem. cor"'I*. 
"" 

-""okin 
g redress will be forced toexpend considerable sums io.herp deverop irr"-r", fbr their irraiviJ,.,ri. case. Legislarlonwhlch clearrv esEabli.shes the taw "J-;;.;i;.; ..""or,rbi. u.""J".i"1-"nourd prove uoresatlsfactory to both busl.ness .rra 

"on"iiur-" 
-Ii 

r r<,.,

No comolere list is avar.lable of those states whrch have passed legislationspeclflcarry covering the debr co:.rection iiuia. ,n preparlng rhe legi.sraEion
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attached to this reportrstatutes and ordlnances were. considered whlch are presently
ln effect ln the State of Maryland, in the DLstrict of Columbia as the resulr of an
Act of Congress, and ln Ehe Clty of New York. Also studied were sEatutes whlch have
been submitted Lo the leglslatures of Connecticut and Texas, as well as rnodel acts
drawn by a number of consumer protection agencies, including the Natlonal Consumer
La!, Center located at Boston College Law School, I'lassachusetts and Federal Trade
Coinmlsslon guldellnes agalnst debt collecripn deceprion.

Recornmendat J.ons

. Ic 1s clear from the testimony of all vitnesses that abuses exlst ln all
areas of the collectlon J.ndustry and that these abuses rbmain unchecked under present
1aw.

ThLs panel flnds that. new J.eglslatlon 1s needed in Pennsylvanla to se.rve
the dual purposes of setting guidelioes for proper cqllecEion industry practices
and at the same time to open the courts Eo consunters who have legitinate grievances
Lrr thls area. This new legislation must halE those practices which cannot 1egitl!0ately
be used as an a1d ln the collectlon of just debts, but must not ln an attempt to
cure an injustice also serve to create a net, injustice by unduly hampering the
legltfinate efforts of credj-tors and their represenEatives.
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